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Forward-Looking Statements

In this Annual Report, we have disclosed forward-looking information
to enable investors to comprehend our prospects and take investment
decisions. This report and other statements — written and oral — that
we periodically make contain forward-looking statements that set out
anticipated results based onthe management’s plans and assumptions.
We have tried wherever possible to identify such statements by using
words such as ‘anticipate’, ‘estimate’, ‘expects’, ‘projects’, ‘intends’,
‘plans’, ‘believes’, and words of similar substance in connection with
any discussion of future performance. We cannot guarantee that
these forward-looking statements will be realised, although we believe

we have been prudent in assumptions. The achievements of results
are subject to risks, uncertainties, and even inaccurate assumptions.
Should known or unknown risks or uncertainties materialise, or should
underlying assumptions prove inaccurate, actual results could vary
materially from those anticipated, estimated, or projected. Readers
should keep this in mind. We undertake no obligation to publicly
update any forward-looking statements, whether as a result of new
information, future events or otherwise.
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Opportunity is never part of
the head“ne, but always of the fine print. It is

not obvious, but apparent. In an industry crippled with macro
issues such as falling advertising rates, increasing audience
fickleness, strikes and an all pervasive feeling of saturation,
it was tough to find a reason to cheer. But then, that is the
headline! The deep divers found that beneath this crushing
weight of bad news there lay uncharted territories to explore
and better ways to stay afloat.

In 2009-10, this is precisely what Balaji did. We held our nerve
and remained faithful to our confidence. We did not go back
to the drawing board - we installed a new one. In doing so, we
discovered opportunities for value creation that may be fine
print today, but potentially breaking news tomorrow.
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Opportunity in Adversity

We reduced the per-hour cost of serial
production significantly, despite an increase in

wages and a rise in artist fees. , ,
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In an adverse industry scenario,
Balaji scripted a resilent story
of hope.

REALITY

The Economic sluggishness of 2008-09 cast a lingering shadow in 2009-
10. It affected every business. For Balaji, this trailing effect was reflected
in the falling realisations per hour from commissioned programming.
They declined significantly from Rs. 29 lacs in 2008-09 to Rs. 16.7 lacs
in 2009-10. Even the quantum of commissioned programme reduced by
18% from 929 hours last year to 763 hours in 2009-10.

RESPONSE

Balaji interpreted this external hardship as an opportunity to focus on
each element of the production cost, micro management and efficient
monitoring of operations. Thus, the emphasis was on effective and prudent
cost management, faster response rate, outlining production benchmarks,
higher utilization of in-house resources including sets and an investment
in assets to economise on the higher outgo on property rentals.

RESULT

We reduced the per-hour cost of serial production significantly, despite
an increase in wages and a rise in artist fees.

. : ! ¢ )

New Brands = Managing Director’s Message  Joint Managing Director’s Interview  Business Divisions  Television



L2
\ 4

Opportunity in Adversity

26%

Imagine

29%

Star Plus

Our revenue model now is, therefore,

far more robust and de-risked. ’ ,
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We believed in the age old adage
‘every cloud has a silver lining.’
The result was rewarding.

REALITY

We continue our relationship with Star Network, in 2009-10, we derived
29% of our total revenue from Star. The historical dependence on one
channel was however, no longer tenable.

RESPONSE

We have adopted a multi-channel approach, aggressively marketing
our content across the GEC space.

RESULT

We now have a footprint across all Hindi GEC’s. Our shows are now
becoming increasingly popular on all leading channels. In 2009-10, the
revenue share from Imagine stood at 26%, Colors 18%, Zee TV 15%
and Sony 12%. And of course, we have rebuilt our relationship with
Star and our serials are back on Star Plus. Our revenue model now is,
therefore, far more robust and de-risked.

SONY

TELEVISION StarPlus

Managing Director’s Message
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Opportunity in Adversity

Balaji has also successfully deployed
mobile content across all leading mobile

operators in India. , ,
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A BALAJI TELEFILMS INITIATIVE

MNILT

entertainment

Balaji Telefilms Limited Annual Report 2009-10

7

Adversity rekindled our courage
to seek uncharted frontiers of
innovation and excellence.

REALITY

At Balaji, we realised that a fresh perspective and approach was needed
to enhance mind share and, in turn, market share.

RESPONSE

We invested in a rebranding excercise, and repositioned our brand as
Balaji, as opposed to the earlier Balaji Telefilms. This allowed a greater
percolation of our expertise to create content in stakeholder mindsets.
We adopted a fresh new logo and committed ourselves to a new vision
and mission. This excercise reflected a refreshing, deep-seated change
in our thought process and our actions. We expanded our horizons by
leveraging our content creation expertise to other verticals. We launched
hoonur.com in October 2009 as an interactive platform for potential
talent (singers, voice-over artists, directors, cameramen, dancers,
photographer, among others) and the entertainment industry. Balaji also
tied up with telecom companies to create mobile-specific content . With
more than 500 million mobile users, India is now the second largest
market for mobile entertainment after China. Mobile Value Added Service
(VAS) has the potential to grow attractively in future.

RESULT

Within five months of launch, Hoonur has become one of the leading and
fastest growing sites in the online entertainment space. Balaji has also
successfully deployed mobile content across all leading mobile operators
in India.

!

New Brands

.
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YOU'RE BEING WATCHED

AFie By DIBAKAR BANERIEE

ALT Entertainment produced India’s first digital movie LSD
- Love, Sex Aur Dhokha, which received critical acclaim
and commercial success in Bollywood. Bol niti Bol, a series
of webisodes launched for the online space has gained

popularity in no time. ’ ,
I

Corporate Opportunity In Adversity
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Adversity is transient, but the vision it inspires is enduring.

REALITY

At Balaji, we reliased that the youth needs a powerful voice and a compelling vehicle of communication in the world
of media and entertainment.

RESPONSE

=F= We created ALT Entertainment, our new youth brand to cater to a differentiated, young and tech-savvy audience.
-|_w ALT Entertainment is a media-neutral platform which will operate across the motion pictures, television and lifestyle
entertainment domains. It is expected to appeal to the needs and global sensibilities of youth, both in India and Internationally.

ll.lll..ll..ll...ll.k

RESULT

ALT Entertainment produced India’s first digital movie LSD - Love, Sex Aur Dhokha, which received critical acclaim
and commercial success in Bollywood. Bol niti Bol, a series of webisodes launched for the online space has gained
popularity in no time. Balaji is also venturing into the Marathi regional space with serials like Maajhiyaa Priyaalaa
Preet Kalenaa.

¢ : ! ¢ ‘
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FINANCIAL
HIGHLIGHTS

Income from operations (Rs. in lacs)

EBIDTA

(Rs. in lacs)

(Rs. in lacs)
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Reserves (Rs. in lacs)
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CHAIRMAN’S
LETTER

Mr. Jeetendra Kapoor, Chairman

shares his views on why he is optimistic about the entertainment
industry and outlines Balaji’s strategic roadmap.

Dear Friends,

In a rapidly changing world, media and entertainment represent the true face
of modernity and social evolution. More so, in India - a young democracy, with
billion-plus aspirations and a red-hot economy accelerating at tremendous
speed. Today we are powerful, confident and ready to take on the world.
Therefore, India is at the cusp of a tremendous growth opportunity. The
media and entertainment industry is not just a participant, but one of the
propellers of this growth engine.

Myriad faces of entertainment

This optimism and acceleration did not take place overnight. It entailed wide-
ranging economic reforms, superior technology involvement and the desire
of the Indian population to keep abreast with a dynamic world.

The media and entertainment industry provides both, a parallel and a
manifestation of this phenomenon. Mass information dissemination and
entertainment today has been redefined by the television and the advent
of internet and mobile telephony. In fact, a reliable report suggests that
television content, especially in the fiction category, has empowered rural
women to take control of their own lives, to educate themselves and to raise
their voice against domestic violence and social atrocities. Our constant
companion, the unassuming mobile too, is revolutionising our life like never
before. It is now a fullblown entertainment and communication device, a far
cry from its original form. Consider this: it took 15 years for India to reach
400 million mobile users. The next 400 million, however, will come in the next
three years. According to estimates by the Cellular Operators Association
of India, the mobile subscriber base is expected to zoom to 893 million by
2012. That is 150 million more subscribers than what was projected earlier.
Besides, India’s internet community grew by a spectacular 42% in 2009 from
a year ago, spurred on by affordable broadband plans and devices.

All this does not mean that the good-old cinema has been just a silent
spectator. With the advent of multiplexes, advanced sound systems and
digital technologies, the art of filmmaking has also radically changed. Now
new-generation films are becoming experimental in terms of content creation,
form and technology intervention.

Rebranding

At Balaji, we don’t interpret these realities as facts to be read and forgotten.
These are social trends that herald new opportunities. But are we prepared
to leverage the opportunities? The answer is an emphatic yes.

To leverage these opportunities, Balaji has undergone an image
transformation. Our aggressive rebranding initiatives (new vision, new
mission and new logo) reflect our fresh perspective towards existing and

Chairman’s Letter
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“ We realised that our diversifying
content streams, as well as the
overwhelming popularity of the term Balaji,

warranted a strategic shift to popularising

‘Balaji’ as our brand. “

“ Our intentions

are clear: we now
want to get closer
to the young and
live-wire generation,
feel their pulse and
create differentiated
content, suited to
their specific needs
across motion
pictures, mobile
telephony, web and

lifestyle domains. ‘l

new businesses and the core brand values that sustained the organisation for all these years. We
realised that our diversifying content streams, as well as the overwhelming popularity of the term
Balaji, warranted a strategic shift to popularising ‘Balaji’ as our brand. Our new corporate colours
— pink and orange — reflect our governing values of storytelling, passion, integrity, compassion
and excellence. The vibrant colours demonstrate the eagerness to embrace new opportunities,
while retaining the core traditions and values. The Namam logo, inspired by the vermilion mark on
Lord Balaji’s forehead, stimulates the vision and the bold and aggressive colours characterise our
attitude. This corporate identity was recreated following extensive mind-mapping of external and
internal stakeholders of Balaji Telefilms Limited.

Balaji Telefilms’ new brand identity denotes an enhancement of perspective and a broad-basing of
our ambition to talk to a larger cross-section of audiences. The new identity will build a seamless
bridge across businesses and aspirations.

We have demonstrated our capability to emerge as a leader in the fiction content creation space,
thanks to our expertise and execution capabilities. Now is the time to extend those capabilities to
other domains of content creation. We are focusing on the web and mobile entertainment as a part
of our new media business, and we have created a new brand (ALT Entertainment) to create content
for the young and tech-savvy generation. Besides, | would also reiterate our commitment to create
institutions of excellence to prepare a vast pool of industry-ready professionals. Our intentions are
clear: we now want to get closer to the young and live-wire generation, feel their pulse and create
differentiated content, suited to their specific needs across motion pictures, mobile telephony, web
and lifestyle domains.

Like all journeys, ours too has not been a bed of roses all the way. There were external and internal
hardships that we encountered. However, our dogged resolve and sound strategy saw us sail past
each adversity. Over the years, we have patiently and painstakingly created an organisation that
upholds differentiated ideation and speed of execution as the overarching objectives for future
growth. To further leverage on this unique strength, we have initiated a thorough organisational
restructuring to infuse dynamism and professionalism in the way we operate and respond to market
realities. Reining in spiralling costs without compromising the content quality has been a constant
challenge. We have achieved considerable success on that count through enhanced cost vigilance
and judicious resource utilisation.

In conclusion

We had created this business to carve a niche in the world of content creation. | strongly believe that
a lot more needs to be done to bridge the gap between what we are and what we can be. But we
have the potential, the resources and the mindset to turn our aspirations into reality.

| take this opportunity to thank our investors, business partners, audience and our own people for
had it not been for their unstinted support, Balaji would never be what it is today. | expect we would
continue to receive your wholehearted support in our exciting journey ahead.

With regards,
Jeetendra Kapoor

!

Joint Managing Director’s Interview
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INSPIRING VISION

To consistently provide delightful and innovative entertainment experiences by
engaging audiences-and-nurturing-talent.

Corporate New Vision & Values
overview
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ENDURING VALUES

Storytelling

We always delight audiences with our content and the way we
deliver it to them.

Passion

We go that extra mile because we love what we do.

Integrity

We are honest and ethical in all our dealings.

Compassion

We care about our people, we listen, we take the
initiative to understand what each one of us wants
and work together as a team.

Excellence
We push the bar and never settle for anything but the best.
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entertainment

ALT Entertainment

THE VISION

m To create a brand aligned with the Company’s primary business plan and ambition
m To contemporise Balaji’'s brand, we are targeting a brand specific to the youth

m To expand the repertoire and diversify into contemporary, modern and edgy content

Balaji created the ALT Entertainment brand that extends beyond motion pictures into television, movie, mobile

and internet space. The primary focus will be on the digital and lifestyle domain. This will create a differentiated
viewer fraternity, especially the young and tech-savvy generation. The ALT brand will expand the frontiers of
the conventional Indian film and television industry, adding a new dimension to the Balaji brand and values. It
reconciles best-in-class ability and empowering vision to offer unique, bold and differentiated content for the new-
age national and international audience.

s
Corporate New Brands

overview
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A BALAJI TELEFILMS INITIATIVE

HOONUR

THE VISION

m To create a brand identity specifically for the new media business

m To create an online entertainment media

Balaji created the brand ‘Hoonur’ to mark its presence in the online and mobile space both for the entertainment

portal and for user generated content. The Company launched www.hoonur.com, an online portal, to showcase
and hire talent for the entertainment and media community.

l ¢ ! ¢ !

Television ~ Motion Pictures  New Media  Board of Directors ~ Key Management Personnel



“ We want to be

positioned as a prominent
national brand with multi-
vertical footprint in the
world of entertainment.
Such a positioning will
enhance our brand
respect, recall and
returns. Besides, Balaji’s
resource strength and
enhanced liquidity will
drive expansions and fuel

growth. “

MANAGING DIRECTOR’S
MESSAGE

Shobha Kapoor,

Geared for the future

These are interesting times, when we find opportunities
lurking behind a veil of transient adversity. One just needs
to have the proper focus, boldness, resource strength and
innovative capabilities to surge ahead. It is no longer enough
to address opportunities that come our way. Instead, grabbing
them before they become common knowledge albeit with an
appropriate understanding, is the key to sustainable growth.
At Balaji, this will remain our overarching strategy.

Culture of discipline

In 2009-10, we accelerated our efforts to make our
organization leaner, fitter and more responsive to ground
realities. This was important to ensure that our response
to the market realities is matured and well-deliberated,
not ad hoc and staccato. Over the preceding 10 years,
we witnessed exponential growth and we have gradually
evolved into a disciplined business enterprise in terms of
resource utilisation for optimal benefits. For example, we re-
purposed our existing sets from previous shows and used
them in our recent shoots for new serials. This is possible,
only with the foresight to preserve, and the creativity to
mould it to present requirements. Besides, we tried to reduce
operational inefficiencies at every step, however minorin cost:
electricity consumption, space utilisation, timely completion

:

corporate

Managing Director’s Message
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“ We are proud to have utilised 2009-10 as a year of revisiting
our strategy and actioning our learnings from the market. We have

evolved our focus and put in place systems and processes, to be
implemented by a go-getter team. “

of shooting schedules among others. We also implemented
a progressive performance evaluation system that promoted
a culture of meritocracy and encouraged human efficiency.
The result of our efforts has been rewarding. We have been
successful in bringing down the cost per episode every week
consistently to a level which once seemed unachievable.
There is an organisation-wide awareness and appreciation
of the challenges that we need to counter. This sensitisation
is by far the most important achievement of the year.

Evolving with the market

In addition to building internal efficiencies, we have also
focused our energies on derisking our operations through a
presence on multiple channels, across genres, languages
and time-slots. Thus we are no longer dependent on a
single channel or a handful of blockbuster shows. With per-
hour realisations widely believed to have bottomed out, such
a diversified basket of shows will surely help in fostering a
more secure and sustained revenue visibility. And, given our
quality and creative leadership, we strive to keep our shows
among the leading ones on each channel.

Extending our reach

We will now be looking to have a foot print across all time-
bands — afternoon, evening, prime time and late night slots.
We are extending our presence to the regional entertainment
space and intend to begin our foray with Marathi — which we
see as a major market for us going forward, in addition to our
existing presence in the South.

Our experience, storytelling ability and stress on production
values are strengths that will continue to serve us well across
all markets.

Telling newer stories, on newer media

However, we are not putting all our eggs in one big basket of
television. We are making rapid strides in the films segment

—and are looking to create differentiated film content that will
appeal to audiences. The success of Love, Sex and Dhokha
is a case in point. It proved how, a film made unconventionally
(the digital route), on a tight budget and an accelerated
turnaround could fare well at the Box-office. Our subsequent
offerings too, will be perceptibly different and therefore, have
curiosity value for audiences. Our new media business
will further enable us to emerge as a holistic entertainment
provider, and bring us closer to all audience segments,
including the youth. Hoonur.com and ALT Entertainment —
our new brands - therefore are key strategic initiatives for
us to leverage our content expertise across media such as
mobile and the internet.

Best foot forward

We are proud to have utilised 2009-10 as a year of revisiting
our strategy and actioning our learnings from the market.
We have evolved our focus and put in place systems and
processes, to be implemented by a go-getter team. We hope
to see the results of these actions over both, the immediate
future and the long-term. | am confident that we are moving
closer to our desired positioning of a prominent national
brand with multi-vertical footprint. We remain committed to
enhancing our brand respect, recall and resultant stakeholder
returns.

With regards,
Shobha Kapoor
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JOINT MANAGING
DIRECTOR’S INTERVIEW

- s

“ The idea is simple: we
have always believed in the

enduring appeal of a easy-
to-understand but engaging
story that the audience can
relate to or empathize with.
We have always targeted

the mass market. We have
often seen how people

still remember a particular
character’s name or his or her
idiosyncrasies long after the

serial has ended. “

Ekta Kapoor, Joint Managing Director

What do you think is the differentiator edge
of Balaji in the entertainment industry?

For more than a decade we have been setting trends in the
art of creating engaging content for the television industry.
We are responsible for setting benchmarks that others are
now emulating. We have recently ushered in the concept
of a show based on the urban, middle-class family through
our show Pavitra Rishta. This at a time, when the rest of
the industry focused on the urban-rural divide. We chose to
focus on the Indian middle-class as a social segment, which
thinks, behaves and emotes in a particular way. So, while
set opulence is one of our early innovations, subtly nuanced
topics, and our ability to carry them inside drawing rooms, is
our biggest strength.

The idea is simple: we have always believed in the enduring
appeal of a easy-to-understand but engaging story that the
audience can relate to or empathize with. We have always
targeted the mass market. We have often seen how people
still remember a particular character’s name or his or her
idiosyncrasies long after the serial has ended. We try to
project before them a ‘slice-of-life’ that is so close to them
and in doing so we earn a slice of their heart. Our ability to
entertain the audience through creative expertise is the most
powerful rationale for us to be in business. Interestingly, even
the title track of some of our shows became so popular that
people were keen to release an audio track, and have them
as their ring tones or caller tunes. Our ability to create content
has led us to become one of the leading television content
providers even in South Indian languages, a testimony to the
relevance of our creativity.

What about films and new media?

We firmly believe in the power of a compelling script because
a bad one can never make a good or successful film. At
Balaji, we decide on a film project based on the strength of a
script. We will continue to do so and grow our film portfolio.

In new media we are looking at making mobisodes or
webisodes, which are in line with the growing importance

!
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“ The story is in texture, softness, understanding and pitching.
There are millions and millions of little layers that give it an exact

colour. Then comes the detailing in characters, relationships and
situations which make the serial different and memorable. ‘I

of the mobile phone and internet as entertainment delivery
mediums. To enrich our creative repository, we don’t conduct
any branded research. Instead, we glean it from the people
we meet everyday. For me it's an instinct that | have cultivated
as well as inherited.

What are the challenges?

The creative challenge is to be different: difference in thought
and difference in execution. Let me explain.

When you look at any show as an overview you will see only
the skeleton. That's not the story. The story is in texture,
softness, understanding and pitching. There are millions and
millions of little layers that give it an exact colour. Then comes
the detailing in characters, relationships and situations which
make the serial different and memorable. The big message
is ceaseless innovation: bring a new twist to the story, usher
in new characters or perhaps bring an unknown aspect of a
known character before the audience. And one has to handle
all this convincingly, without disturbing the story’s overall
tapestry.

Now the execution part. Around 95% of cost-optimisation is
intelligent planning. We don’t optimise our costs by removing
couple of episodes or scenes of episodes. It is about planning
it, phasing things out, give production people a chance, so
that they can actually optimize the output in a day. Here is
an example: suppose a scene in one episode is to be shot
in a drawing room and another episode also has a similar
scene, then we shoot the two scenes together. The idea is to
think ahead in terms of production schedules to accelerate
projects.

Any new developments you would like to
share?

The overall slowdown hitus hard and we witnessed a reduction
in our market share. With the launch of Pavitra Rishta on 1st
June 2009, we set the trend with a story line based on the
urban middle-class Maharashtrian family. It became one of

the most successful Hindi TV shows, regularly achieving a
No. 1 TAM rating and also one of the few shows retain its
popularity despite the popularity of overwhelming sporting
entertainment which weaned away audiences.

With Bandini and Bairi Piya we adopted a completely rural
set, but very much different from other shows. These two
are also among the most popular shows with Bandini being
the top show on Imagine. We have received a very positive
response in the South with the launch of four new shows
during the year. We also held an award function for Sun
Network, which was very successful.

Talking about films, LSD stands out in terms of creativity and
innovation. On the other hand, we have deployed a separate
creative team to make ‘made for mobile’ content. Very few
people know that we are the only company to create such
content, especially for handheld devices. Others who offer
such services are mere aggregators, not creators.

So what is the road ahead for Balaji?

We have retained the top position on Zee TV and Imagine.
Our romantic love story Tere Liye will begin airing on STAR
Plus soon. We expect it to be very popular. Besides, we have
a couple of new serials lined up for telecast and few are in the
storyboarding stage. At the same time we are also evaluating
the options to create content for youth channels and kids’
channels. On the movies front, two of our films are set to be
released during the current year. In addition, we are going
through a few scripts and meeting script writers to shortlist
some movie projects with strong story lines.

Simply put, there is a lot of action at Balaji.

Watch this space!

Board of Directors

¢ ¢

Key Management Personnel



BUSINESS DIVISIONS

Nt ®®
L E=n

Television Motion Pictures

Balaji remains India’s most preferred content provider
for the television industry. It is India’s only production
house to have produced over 100 shows till date,
across five languages (Hindi, Tamil, Telugu, Kannada
and Malayalam) over the last 15 years. The Company
ushered in the cable and satellite boom in India. The
performance of the Hindi television channels and
the dominance of the Hindi General Entertainment
Channel (GEC) were catalyzed by Balaji’s differentiated
content. The result: the shows grabbed eyeballs
with skyrocketing TRPs. The Company developed
new primetime hours for family viewing, enhancing
the television viewing hours of the Indian audience.
‘Kyunki, Saas Bhi Kabhi Bahu Thi’ is the only Hindi
show in the history of Indian television to have crossed
more than 1,500 episodes. Besides, Balaji possesses
23 modern sets and 37 editing suites in India, an
unrivalled achievement in India.

Sl - 5 i
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New Media

Balaji forayed into New Media business in 2009 to
create a digital entertainment business, in line with
changing audience preferences. The division focuses
on two verticals - mobile entertainment and web
entertainment. The mobile entertainment vertical is
engaged in creating unique content for the mobile
space by leveraging on the Company’s creative and
production facilities. Balaji has pioneered mobile-
specific content creation in India. The New Media
creative team works closely with mobile operators to
create differentiated content in audio and video content
in the genres of devotion, humour and original fiction,
which helps in serving a unique offering to subscribers.
The content is currently available across all major
telecom operators in India. Balaji has also extended
its reach worldwide by creating iphone applications
for the Indian diaspora across the world. On the web
entertainment front, Balaji launched an entertainment
portal www.hoonur.com, which gives independent
professionals and businesses from the entertainment,
television, media and advertising a chance to promote
and share their services. Hoonur.com was launched as
an Online Talent Portal and will evolve into a complete
online entertainment destination.

0000000
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Programming hours and revenue mix

Commissioned programmes

These are the shows in which content is created by the Company at the behest of channel owners. Balaji creates the episodes for the
channel and charges a fixed fee with a leeway for rate revision, depending on the success and popularity of the show. Hence, for the
commissioned programming, the Company does not carry the risk of marketing or getting sponsors for the shows. During FY 2009-10,
the Company created 764 hours of content and generated Rs. 12,800 lacs as revenue from the commissioned programmes, compared
with 929 hours of content and Rs. 26,826 lacs of revenue in FY 2008-09. The commissioned shows contributed 83% of total revenue for
the current year vis-a-vis 91% in the last year.

Sponsored programmes

These are the shows, where the Company creates content and recovers the cost from advertisers and not the channel on which the
shows are aired. Balaji buys telecast slots and in exchange receives free commercial time from the channel that is then marketed
to advertisers. Hence, for the sponsored programming, the Company undertakes the risk of marketing or getting advertisers for the
shows. During FY 2009-10, the Company created 638 hours of content and generated Rs. 2,444 lacs as revenue from the sponsored
programmes against 568 hours of content and Rs. 2,648 lacs of revenue in FY 2008-09. The sponsored shows contributed 17% of total
revenue for the current year vis-a-vis 9% in the last year. \
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Channel-wise programming hours

(in hours)
Channel 2009-10 2008-09
Commissioned
Star Plus 220 568
ZEE TV 115 93
Colors 140 6
Sony TV 89 57
Imagine 200 44
INX — 156
Others - 6
Total 764 930
Sponsored
Sun Network 638 568
Grand Total 1402 1498
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KEY DEVELOPMENTS

Evolving dynamics

2009-10 witnessed the entry of new players in broadcasting as
well as the content creation space. The resultis that competition
increased with more than six Hindi GEC channels telecasting
similar soaps, reality shows, dance competitions and so on.
Besides, content overload led to multiple viewer fragmentation
and impacted TRPs. A TRP of 16 and above for any show is
nearly impossible in today’s environment. Simultaneously, the
viewer’s preferences and tastes also changed rapidly and they
have become more demanding.

Volatile realizations

The economic slowdown impacted the overall media and
entertainment industry. The broadcasters saw their revenue
shrinking with growing clout of advertisers. Balaji’s per-hour
realizations from commissioned programmes reduced from
Rs. 29 lacs in 2008-09 to Rs. 16.7 lacs in 2009-10. During
the year, the realisation had dropped down to as low as
Rs. 15 lacs. Even the realisation per hour from sponsored
programming declined from Rs. 4.7 lacs to Rs. 3.9 lacs. The
silver lining: realizations have now bottomed out, witnessing
an upward trend.

Eight new shows launched, 10 shows
went off-air

In the wake of the slowdown, the television industry witnessed
dramatic upheavals. The shows which performed poorly
were compelled to go off-air. The overall churning ratio of
the shows across the channels increased significantly. For
the first time in the history of Balaji, 10 shows were taken off
air in a single financial year. Concurrently, the Company also
introduced 8 new shows during the year. On the positive size
Balaji shows now occupy the No. 1 position on Zee TV and

Imagine. In fact, ‘Pavitra Rishta’ - one of Balaji’s Hindi shows
on Zee TV regularly achieved the No. 1 TAM Ratings across
the Hindi speaking belt and was one of the few television
shows that restrained the IPL wave. As on March 31, 2010
a total of 9 shows (4 commissioned shows and 5 sponsored
shows) were on air across 8 channels.

Production cost per hour declined
significantly

One of the biggest achievements for Balaji in FY 2009-10
was successfully reducing the production cost, without
compromising quality and the creative edge. The Company
significantly reduced its production cost per hour in the last
quarter of March 2010, as against the corresponding period
of last year. Besides, Balaji reduced its administrative cost,
general overhead cost and other expenditure. The Company
adopted several stringent measures, which comprise the
following:

m  Strict implementation of MIS reporting and Cost Control
The Company aggressively introduced pan-organizational
MIS reporting to optimise production cost. It started
taking corrective measures based on the analysis of
the reports. Benchmarks were set and then monitored
for every element of production cost. Beginning with
monthly reporting, the system rapidly advanced to daily
reporting of cost sheet (show wise). This enhanced the
unit’s efficiency and arrested production cost. Balaji would
institutionalize stringent cost management from the first

episode of all upcoming serials.
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m Execution discipline
Shift efficiency in the 4th quarter has improved
considerably. However, during the year, the Company
improved the efficiency of the unit and brought down the
number of shifts per episode.

“ Balaji for the

first time implemented
the Performance
Management System for

all its employees. “

m Strengthened people management

m Other cost-reduction measures
Conscious efforts have been made to reduce the absolute
level of overhead costs across the board. General
administration costs have reduced on an year to year
basis. In order to rationalize hiring costs, conscious
decisions have been taken to purchase equipment, where
it makes more economic sense as compared to hiring the

equipment. Further, detailed tracking systems have been
implemented to monitor and control costs e.g. Electricity
costs across the organization. For a more efficient
management of its stock of consumables and props, the

At Balaji, human resource management remains critical
as the business is both labour intensive and involves
intellectual capital. Besides, human resource also forms
a major cost constituent. Hence, Balaji for the first time

company has introduced a bar code supported asset implemented the Performance Management System for all

management software system. its employees. With this, the Company has institutionalized
performance-based evaluation, which has ensured a
system of incentivizing and retaining its most effective

team members.

“ A more efficient management
of its stock of consumables and
props, the company has introduced
a bar code supported asset
management software system.

m Continued compliance of statutory requirements
The Company has set up a strong legal team to ensure
that we continue to meet the requirements, as we scale
up businesses and reduce dependence on external legal
advice. The Company is committed to the compliance of
all relevant and applicable laws, both in letter and spirit.

. . ! ¢ !
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Details of shows on air during FY 2009-10
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Serial Channel  Time slot Days of telecast Went on air on Went off air on
Commissioned Shows

Kis Desh Mein Hai Meraa Dil Star Plus  20.30 pm —21.00 pm 5 Days March 03, 2008 February 5, 2010
Tujh Sang Preet Lagayi Sajna Star Plus  22.00 pm —22.30 pm 4 Days November 3, 2008 February 5, 2010
Bayttaab... Dil Ki Tamanna Hai  Sony 22.00 pm —22.30 pm 4 Days October 6, 2009 February 24, 2010
Pyaar Ka Bandhan Sony 22.00 pm —22.30 pm 4 Days October 7, 2009 April 19, 2010
Kitani Mohabbat Hai Imagine 22.30 pm — 23.00 pm 4 Days January 19, 2009 September 25, 2009
Koi Aane Ko Hai Colors 22.00 pm —22.30 pm 2 Days March 13, 2009 October 3, 2009
Pavitra Rishta Zee TV 21.00 pm —21.30 pm 5 Days June 1, 2009 (On Air)

Bandini Imagine 22.00 pm —22.30 pm 4 Days January 19, 2009 (On Air)

Bairi Piya Colors 20.30 pm —21.00 pm 4 Days September 21, 2009 (On Air)
Sponsored Shows

Kankkana Udaya TV  13.30 pm — 14.00 pm 5 Days December 1,2008  April 3, 2009
Koottukaari Surya TV~ 21.00 pm —21.30 pm 5 Days November 24, 2008  April 13, 2009
Bramha Mudi Gemini TV 19.30pm — 20.00 pm 5 Days June 29, 2009 November 27, 2009
Kalyanee Gemini TV 22.30pm — 23.00 pm 5 Days July 4, 2005 June 26, 2009
Kadambari Udaya TV  18.00pm — 18.30 pm 5 Days December 13, 2004 November 6, 2009
Kanmaneeya Sun TV 11.30am — 12.00 pm 5 Days December 8, 2008  April 16, 2010
Kadhaparayum Kaaviyaanjali Surya TV~ 18.30pm — 19.00 pm 5 Days July 20, 2009 (On Air)

Kasthuree Sun TV 18.30pm — 19.00 pm 5 Days August 21, 2006 (On Air)

Kalyanee Udaya TV  18.00pm — 18.30 pm 5 Days November 9, 2009 (On Air)

Kotha Bangaram Gemini TV 19.00pm — 19.30 pm 5 Days March 18, 2010 (On Air)
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MOTION PICTURES
KEY DEVELOPMENTS

Rejuvenated team

During 2009-10, Balaji adopted a new strategy to attain an optimally equipped organizational structure.
The Company recruited a mix of talent from within the film industry and also from other domains to
ensure a healthy cross-industry intellectual capital mix. It enhanced the number of professionals in
the distribution, marketing and film project development teams.

Strengthened relationships

With the successful creation of new ALT Entertainment brand and backed by the new professional
team, Balaji made an out-reach effort to present new corporate identity to the whole film industry,
including directors, actors, agencies, alliances and other partners. The Company made representations
at AFM, Film Bazaar, MAMI, Cannes Film Festival, among others. It started development initiatives at
grass root level with the first-time directors, actors and script writers.

Introduced robust risk management

The Company evolved a resilient risk-management mechanism to mitigate risks. Every project at
Balaji is now analyzed and evaluated on various parameters at the story board level itself, before
starting project execution. The risk-reward ratio is thoroughly calculated and accordingly the project
is green-lit.

Movies, released

m LSD - Love, Sex Aur Dhokha

LSD is Balaji's maiden release in 2009-10, under the banner of ALT Entertainment. It was
completed as per schedule and within the budget. The film was marketed through a number of
innovative ways and was rated as one of the most critically acclaimed films in the recent past.
Besides, it also enjoyed commercial success in Bollywood. The film was released on March 19,
2010 across 487 screens nationwide. It enjoyed a 4-week run across most metro markets with an
above average occupancy in the first two weeks.

Directed by the National Award winning director Dibakar Banerjee of Khosla Ka Ghosla and Oye
Lucky Lucky Oye fame, the film was able to create a buzz in the film industry, being India’s
premiere digital film. The film was shot using cameras that were smaller than a lipstick, from
inside a purse and also used infra-red lights that are mostly used by soldiers in the night during
war. Although LSD was commercially successful, the motion pictures business vertical reported a
loss of Rs. 889 lacs for 2009-10. This was because, in accordance with the prevalent accounting
standards, entire selling and distribution expenses for the film was provided in 2009-10, although
part benefit of the same would accrue in 2010-11, as the film was released late in the year in the
3rd week of March 2010.
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Movies, Upcoming

m Once Upon A Time In Mumbaai - When It All Started

This is Balaji's home production with Ajay Devgn and Emraan
Hashmi in the main lead. This film deals with the underworld and
evokes empathy and involvement at a deeper level.

m SHOR - (Tentatively Titled)

Shor has a strong urban appeal, which is directed by Krishna DK
and Raj Nidimoru, the directors of the very successful “99”. The
cast includes Sendhil Ramamurthy, the star of the hit NBC show
‘Heroes’ and Tusshar Kapoor.

m Special Chabbis

Directed by national award-winning director, Neeraj Pandey
(for his debut film ‘A Wednesday’), this film is currently under
production and is based on a true story of one of the most cunning
conmen of the days gone by.




KEY DEVELOPMENTS

Mobile entertainment

During the year Balaji created more than 70 hours of made for mobile audio and video content in the non-fiction and fiction space. The
prominent areas of content creation comprised devotional, humour and youth-oriented fiction categories, among others. The contents
which have been very well accepted and have become quite popular in a short span of time are ‘Pyaar Ki Baatein’, ‘Bhagwaan Ki
Kathayein’, ‘Ramayan Stories’, ‘Serial Title Tracks’, ‘Bhakti Sangeet’ Telugu and Tamil Humour Jokes to name a few. The Company
expects create a 3-5 minutes mobisodes for the mobile screen and is also preparing content for the upcoming 3G-and-broadband
networks. It is already providing content to BSNL 3G network. Balaji creates the contents and ties up with telecom companies who
eventually offer them to their subscribers. Some of the contents offered are pay-per-view, while others follow subscription model. The
content is currently available through mobile operators like BSNL, Airtel, Reliance, Tata, Vodafone, Idea and Aircel, among others. The
Company has also tied up with Spice, Onmobile Global, IMI Mobile and other mobile platform partners to deliver content. Balaji boasts
of creating a first-of-its kind Iphone application with professionally recorded stories and aartis in Hindi by professional voice artists and
popular Bollywood playback singers. These applications are available for the International Audience on Apple Applications Store.
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H http://www.hoonur.com

Web entertainment

In October 5009, the Company launched www.hoonur.com to bridge the gap petween talent owners and talent
hunters. Since the entertainment industry today is fairly unorganised in terms of how the talents are searched and
hired, it's a small attempt from Balaji to simplify the process. Through the portal

. Users can showcase their talent, portfolio, audio, video and images and so on for free

. Users canimprove their chances of selection by highlighting their experience and skills

« Userscan proact'\ve|y browse for casting and audition calls and apply onliné

. Production houses and casting directors can post casting requirements and audition calls

. Agencies can promote entertainment, television, production related business services

Within five months of the launch of the portal it became fairly popular

« 50,000-plus portfolios are live with a wide array of talent, ranging from acting, modelling, dancing, singing to

choreography. screenplay dialogue writing, photography, fashion designing, editing and technicians and many
more.

. 300,000 photos, videos and audios tracks are posted by prospective artists to showcase their talent.

. 900 businesses listed (acting and training institutes, fashion photographers, fashion designers, hair and make-
up specialists and many more).

platform in the next phase of development.

Going forward, the Company is planning to add online video sharing platform and a news and content sharing




1. Jeetendra Kapoor (Chairman)

Starring in over 200 films in a 45-year film career, Mr. Kapoor was one of the most popular matinee idols of Bollywood in 1970s
and 1980s. He won a number of awards, including the Filmfare Lifetime Achievement Award, the Legends of Cinema Award and
the Dadasaheb Phalke Academy Award. Mr. Kapoor has been the Company’s Chairman since 2000. Mr. Kapoor’s extensive
relationships in the Indian entertainment industry open new business frontiers for Balaji.

2. Shobha Kapoor (Managing Director)

Mrs. Kapoor played a pivotal role in building the company from humble beginnings in 1994 to India’s largest television content
company today. Since inception, she was responsible for the Company’s operational management, monitoring on-set activity and
operational efficiency. Leveraging her wealth of experience, she works closely with the Group CEO in helping him discharge his
responsibilities. Her contribution has created Balaji’s organization and the brand has resulted in a slew of awards, including CEO
of the Year (Indian Telly Awards), Businesswoman of the Year (The Economic Times), and numerous Best Producer awards for
television shows produced by Balaji.
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Ekta Kapoor (Joint Managing Director)

Ms. Kapoor has almost single-handedly revamped India’s television landscape. She pioneered an entire genre of television
content, creating among the most successful shows and heralding the satellite television boom in the country. Balaji’s pioneering
shows had enhanced channel revenues, and even today, enjoy a pride of place among the top 2-3 shows on each channel.

As the creative force behind Balaji's success, Ms. Kapoor believes in a hands-on approach to the day-to-day creative direction of
each of Balaji’s TV shows and films, routinely putting in 16-18 hours every day. She is Balaji’s principal innovator, whose creative
abilities encompass television, motion pictures and new media verticals.

Ms. Kapoor’s pioneering work at a very young age has earned her several distinguished awards, including The Economic Times
(Businesswoman of the Year 2002), Ernst & Young (Entrepreneur of the Year 2001) and the American Biographical Institute
(Woman of the Year 2001), among others. Driven by her creative zeal, Balaji has also won every major television award in
India.

Akshay Chudasama (Director)

Widely respected for his deep insight into corporate law, Mr. Chudasama is a partner at J Sagar Associates. He specializes in
mergers and acquisitions, consumer protection and dispute resolution.

Dhruv Kaji (Director)

A Chartered Accountant by profession and a highly respectable person with decades of experience, Mr. Kaji is a financial advisor
and strategic consultant. He was associated with Raymond Ltd as the Finance Director, and Pinesworth Holding Ltd.

Pradeep Sarda (Director)

Chairman of the Sarda Group of Companies, Mr. Sarda possesses rich experience across multiple industry verticals, including
paper, engineering, construction and real estate. He has been a member of the Board since 2004.

D. G. Rajan (Director)

Mr. Rajan is a Fellow of the Institute of Chartered Accountants of India and the Institute of Chartered Accountants in England and
Wales. He was a Partner of Lovelock & Lewes, Chartered Accountants from 1967 and retired therefrom as a Senior Partner in
1990. He was also President of the Management Consultants Association of India and Chairman of the Southern Region of the
Indian Paint Association. Presently, he is advisor and management consultant to many domestic and international groups.
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KEY MANAGEMENT
PERSONNEL

Vikram Malhotra, Anurag Gupta, Uday Sodhi, Puneet Kinra, Ashish Gharde, Srinivasa Shenoy
and Rohit Kishore Chopra

Vikram Malhotra (Chief Operating Officer- Motion Pictures)

Vikram heads the Motion Pictures business at Balaji Telefilms. Before joining Balaji, he was the Head of Worldwide Marketing at
Kingfisher Airlines, where he led a team that is credited with creating India’s largest airline brand in a little over four years. He also
headed the digital business in his previous organization.

Vikram has also helped in building successful brands and businesses at the erstwhile Lever-Johnson, retail internet at Tata Communications
and beverages with The UB Group.

Vikram has a Bachelor’s degree in Commerce from the University of Rajasthan and an MBA from KJ Somaiya Institute of Management
Studies & Research, Mumbai.

Anurag Gupta (Chief Executive Officer- Education)

Anurag brings to the Balaji brand over 17 years of rich experience in managing profit centres across a wide range of industries. He is an
Engineer from the JMI University, Delhi and holds a MBA from IMT, Ghaziabad. Before joining Balaji, Anurag was the CEO of Frankfinn
Institute of Airhostess Training. His expertise lies in developing and handling large channel networks with a proven ability to create and
sustain market leadership in intensely competitive environments. He joined Balaji as Chief Executive Officer in February 2010.
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Uday Sodhi (Chief Executive Officer- New Media)

Uday spearheads initiatives such as Hoonur.com and mobile & internet content. Before Balaji, he was the Sr. Vice President - Interactive
Services at Rediff.com, one of India’s largest online portals, where he led strategic planning and product development of the eCommerce,
Mobile VAS, RediffMail Subscription and Vertical Search services. He also held senior management positions at NetdIndia (India’s
Leading Web Hosting and Internet Infrastructure Company) and Bausch and Lomb.

He also holds a Master’s degree in Management Studies from Narsee Monjee Institute of Management Studies, Mumbai.

Puneet Kinra (Group Chief Executive Officer)

Responsible for all businesses of Balaji — Television, Motion Pictures and New Media. He holds an MBA from The Australian Graduate
School of Management (AGSM), University of New South Wales. Until 2008, when he joined Balaji, he was with PricewaterhouseCoopers
where he was responsible for setting up the Corporate Finance and Investment Banking practice in South India. At Balaji, he looks to
define and execute the Group’s growth strategy. He has hired reputed professionals, restructured existing businesses and entered new
businesses in the Media and Entertainment vertical. Alt Entertainment and Hoonur represent two significant initiatives of Balaji that
Puneet has spearheaded in the last two years.

With over 15 years of experience in finance, deal advisory, target search/evaluation, structuring and cross-border transactions, Puneet
has advised many corporate and private equity players on transactions in Media, Telecom, Real Estate and Infrastructure, Energy,
Healthcare, Hospitality, Retail, Pharma, Communications, Technology, FMCG and manufacturing sectors.

Ashish Gharde (Chief People Officer)

Ashish heads Human Resources for the group and has been deeply involved in the corporatisation of group practices, including an HR
manual and annual Performance Management System.

A professional with past media experience, Ashish has headed HR at Radio City. He also has 8 years experience with the Tatas, where
he spearheaded various HR initiatives across the steel, telecom and VSNL.He holds a MBA from Symbiosis.

Srinivasa Shenoy (Chief Financial Officer)

Over the past year, Srinivasa has substantially overhauled the firm’s financial controls, MIS processes, audit systems, computerization
and risk management templates in line with global standards. He has also substantially streamlined the compliance processes at all
levels.

Previously, he was the Business Head with Entertainment Network India Limited, which hosts the popular FM station ‘Radio Mirchi’ and
headed the Delhi branch. A rank holding Chartered Accountant, Srinivasa also holds holds an MBA from the Indian School of Business,
Hyderabad and has an extensive work experience which include renowned brands like McDonald’s and PwC.

Rohit Kishore Chopra (Chief Legal Officer)

Rohit heads the Group’s legal function. At Balaji, he has built up a strong team of legal professionals, introduced best practices from
global peers and significantly strengthened legal and compliance processes.

Prior to joining Balaji, Rohit was the general counsel at Reliance ADAG as the Vice President- Legal, Compliance and Business Affairs,
and as the legal head at ESPN India. He possesses a rich 13-year experience and holds an LLB from the Punjab University.
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MEDIA AND ENTERTAINMENT INDUSTRY

2009 was a difficult year for the media and entertainment
industry, as the overall economy passed through a
slowdown. Advertising, which constitutes 38% of the
industry’s revenue, declined significantly on account of
shrinking ad budgets in the corporate world. Sectors
like films, radio and out-of-home media (OOH) recorded
negative growth during the year. However, the television
industry witnessed decent growth, along with the internet,
gaming and animation industries touching double digit
growth, albeit on a smaller base. Hence, the industry as
a whole grew marginally by 1.4% to Rs. 58,700 crores,
against a 12% growth in 2008. With improvement
in liquidity and global economies, showing a sign of
recovery, India’s GDP is expected to touch 9% annually
by 2011-12, according to the Economic Advisory Council.
The media and entertainment industry is, therefore,
estimated to register 13% CAGR for the next five years,
till 2014.

— Growth Rate (%)

O Size (Rs. in Billion)
Size of the Media & Entertainment Industry
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(Source : FICCI-KPMG Indian Media & Entertainment Industry Report 2010)

Traditionally, India’s total media spend has been
significantly lower compared to other countries globally.
In fact, at 0.40%, the media spend, as a percentage of
GDP, is almost half of the world’s average of 0.80%, and
is much lower compared to developed countries like the
US and Japan. Even a country like China with the world’s
largest population, enjoys a media spend ratio at 0.75%,
in line with the world average. This indicates the potential

India holds for growth in spends, going forward. Even
though it is challenging to reach the levels of countries
like the US, Japan and UK, due to a very large population
base and lower spending power per capita, there is an
ample scope to follow China and enhance this ratio.

TELEVISION INDUSTRY

Television is the largest segment of the Indian M&E
industry, representing over 40% share of the total market.
Today, 50 crore Indians depend on television as a source
of mass entertainment, and this figure is rising, thanks to
consistent fall in prices of TV sets and aggressive cable
and satellite distribution in untapped areas. Of the total
12.9 crore TV households, 9.5 crore households possess
a cable connection. As per reliable research, on an
average, an individual daily spends two and a half hours
watching TV.

Average Time Spent Watching TV

-O in minutes

151 152

(Source : FICCI-KPMG Indian Media & Entertainment Industry Report 2010)
Despite the economic challenges of 2009, the television
industry grew modestly (6.6%) becoming a Rs. 25,700-
crore market. With growing demand for different genres
and niches (news, kids, infotainment and lifestyle)
the absolute number of channels increased from 120
in 2003 to over 460 in 2009. There has been a greater
acceptability for niche channels in 2009, such as lifestyle-
based channels (IMAGINE Good Times, Discovery Travel
& Living), youth-based channels (UTV Bindaas, MTV)
and channels focusing on male audiences (UTV Action).
Moreover, ‘Regionalization’ has become the industry’s
new buzzword with rapid rise in literacy, consumption and
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disposable incomes in Tier 2 and Tier 3 cities. Advertisers
have also enhanced their rural focus, following urban
market fascination. Besides, demand for regional content
is also growing. No wonder, broadcasters and content
creators are equally keen to capitalise on this opportunity.
Interestingly, the Hindi General Entertainment Channel
(GEC) genre attracted 25% viewership, followed by
Regional GEC (24%) and Hindi movies genre (12%).
The balance 39% viewership was divided among news,
music, sports and kids. However, more precisely in
the Hindi speaking belt the Hindi GEC genre enjoyed
36% viewership and in South India the Regional GEC
genre enjoyed 49% viewership. In terms of content,
2009 witnessed the share of reality TV rising on popular
GEC channels. Shows like ‘Sach ka Samna’, ‘Khatron
ke Khiladi’, ‘Rakhi ka Swayamvar’ and ‘Pati Patni aur
Woh’ targeted both the female and the male audiences.

Besides, the singing and dancing competition format
shows strengthening popularity. However, the fiction
genre continued to dominate as daily soaps ruled the
GECs. But socially relevant and regionalized / rural
content were increasingly favoured. There is a growing
amount of industry fragmentation due to the introduction
of newer genres and expansion of the channel universe.
The viewers are exposed to attractive options and hence
have become more demanding. Gone are the days,
when the highest rated shows could get TRPs (Television
Rating points) as high as 20 points. On the back of rapid
change in audience preferences, the lifespan of a show
reduced to one to two years. Moreover, due to intense
competition and pressure from advertisers, broadcasters
have also become impatient in continuing to air a
low-rated show.

VIEWERSHIP SHARE BY GENRES

e

Hindi Speaking

= Hindi GEC, 25%

B Hindi Movies, 12%

M Hindi News, 4%
Infotainment, 1%
Kids, 6%

H Music, 2%

Regional GEC, 24%
M Regional News, 3%
™ Sports, 3%

M Others, 20%

= Hindi GEC, 4%

B Hindi Movies, 4%

B Hindi News, 0%

M Infotainment, 1%
Kids, 5%

H Music, 1%
Regional GEC, 49%

B Regional News, 6%

1 Sports, 2%

B Others, 28%

(Source : FICCI-KPMG Indian Media & Entertainment Industry Report 2010)
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= Hindi GEC, 36%

B Hindi Movies, 17%

M Hindi News, 6%

M Infotainment, 1%
Kids, 7%

H Music, 3%

Regional GEC, 11%
M Regional News, 2%
™ Sports, 3%

M Others, 14%
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The growth in subscription revenue will be mainly due
to digitization, which brings about more transparency in

the declaration process apart from rising penetration.
The (Direct-To-Home) DTH television connections are
expected to reach 4.3 crore connections by 2014.

Going forward, considering the fast recovery in Indian
economy, the television industry is estimated to grow
at a CAGR of 15% to attain a size of Rs. 52,100
crores by 2014. The two contributors, subscription and
advertisement are expected to grow more or less at 15%
and maintain a 65:35 mix. The growth in subscription
revenue will be mainly due to digitization, which brings
about more transparency in the declaration process
apart from rising penetration. The (Direct-To-Home)
DTH television connections are expected to increase at
a CAGR of 22% to 4.3 crore connections by 2014. On
the other hand, the digital cable connection is projected
to rise to 4 crores by 2014 recording a CAGR of 60%.
Hence, the share of analogue cable connection, which
stands at a whopping 80% is anticipated to decline to
40% by 2014. Besides, Internet Protocol television (IPTV)
holds a huge potential, but may take time to grow due to
very low internet penetration in India.

Number of Cable & Satellite Subscribers inLacs

—QIPTV. —QDTH —OQ Digital —O Analog —O Total
1410
1320 O
1230 O
1130 O
1020 O
890 Q
O
590 () 560 () 3900
6300
680 O)
690 O 3500 4000
O 2700
190
400 100 Q) 35000 3900 4300
1600 240Q 3000
0O 0 100 200 200 300

(Source : FICCI-KPMG Indian Media & Entertainment Industry Report 2010)

” Amount in Rs.
Subscription Rate
—QIPTV. —ODTH —O Digital —O Analog
226 O
2010
180 O
1700
160 O 1600 2110
189 0
169 O

o1 2260

2009 2010P 2011P 2012P 2013P 2014P

(Source : FICCI-KPMG Indian Media & Entertainment Industry Report 2010)

Hence, differentiation is key to survival in the competitive
television industry, good concepts, differentiated genres,
interactive game shows, experimentation with newer
formats and shows, exploring new talent, will help to
manage and compete with the growing number of shows,
channels and genres on Indian Television.

MOTION PICTURES

India is the only country which averages a release of three
films everyday in some or the other language. To watch
these movies nearly 300 crore movie tickets are sold in
India, nearly double of that of USA. Moreover, films form
one of the most important content sources to the Music,
Radio and Television industries.

Historically, the Indian film industry represents 18% of
the total media and entertainment industry. However,
2009 was one of the worst years for the film industry,
facing unprecedented losses on account of the stand-off
between the Multiplex Owners and Film Producers. The
cold war between the exhibitors and producers, which
lasted for two months stalled several movie releases in
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multiplexes. With more than 1000 screens, multiplexes
constitute 60% of total revenue from Hindi film exhibition.
So although, they reached an amicable solution eventually
the damage was already done. For the first time the
overall film industry shrunk by 14.4% from Rs. 10,400
crores in 2008 to Rs. 8,900 crores in 2009. It also was
hit because of the general recession and low acceptance
of below par content, churned by production houses as
compared to previous years. As per industry reports, the
year 2009 had only four blockbusters out of 242 Hindi
films, released during the year. The industry gets three
fourth of the revenue from domestic theatrical exhibition
and the balance through home videos, cable and satellite
rights, overseas exhibition and other avenues like release
on DTH. On the piracy front, following in the footsteps
of the Tamil Nadu government, the Maharashtra and
Karnataka governments also amended an Act to curb film
and music piracy. As per experts, films industry is losing
close to a whopping Rs. 4000 crores (Business Standard
- 2nd Oct 2009) because of piracy, which is 40% of the
current industry size.

Barring 2009, the film industry is estimated to grow at
CAGR of 9% for the coming five years to become an
almost Rs. 14,000-crore industry. All the three industry
verticals i.e. production, distribution and exhibition, have
their own dynamics, but the exhibition part is expected
to be the main growth driver. Rising popularity and
development of multiplexes, even in small cities and
towns will not only improve the volume, due to better
viewing experience, but will also lead to higher average
realization per ticket. Growing disposable incomes,
favourable demographic changes, increase in the number
of films targeted at niche audiences and entertainment
tax benefits granted by various states are contributing
to the growth of multiplexes. As per the current rate, by

2013 India is likely to have over 1,600 screens, double of
what we have currently. In addition, miniplex operators
have their own plans to develop 500 miniplexes in next
few years.

On the distribution side, digitization has significantly
benefited the industry. The distributors can release large
number of prints across geographies simultaneously
and in much shorter time. Simultaneously, it also saves
the significant cost of developing the traditional physical
prints. In fact, the whole film industry is moving towards
the triple ‘D’ structure, which means digital production,
digital post production and digital release.

Globally, 2009 was a remarkable year because it saw the
release of James Cameron’s Avatar in 2D and 3D format,
which became the first film ever to gross over USD 2
billion worldwide. This highlights the potential of films as
an entertainment source. Hence, continued interest by
global studios in India, investments in technology such as
3D and digitization, introduction of miniplexes, coupled
with strong government support against piracy is likely to
help the Indian film industry strengthen its position in the
years to come.

NEW MEDIA BUSINESS

Traditionally, the media and entertainment space was
ruled by only two screens - big screen (cinema) and
small screen (television). However, in the last few years
computer screens and mobile screens have rapidly
grown as a destination of entertainment, referred to
as ‘new media’. Consumers are now looking upon the
personal computer (PC) and cell phone as an alternative
source to entertainment. There have been ground-
breaking innovations, such as Broadband, Bluetooth,
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With 3G services to be rolled out by next year,
the VAS industry is expected to increase its

share manifold, with some industry estimates
pegging the figure at Rs. 200 billion by 2015.

Wi-Fi, Wi-Max and 3G (Third Generation), among
others that support disparate forms of content. Similar
developments were witnessed in the domain of devices
that are designed to support such networks. Mobile
handsets are getting more sophisticated, sleeker and
more advanced interms of powerful processors, increased
memory space, larger screens, open operating systems
and offering features that were unimaginable earlier.
Hence, the new media is revolutionizing the consumer
market, reconciling the functionalities of customer end
terminal devices like TV, PCs and mobile phones. Such
devices are witnessing exponential demand growth
among teenagers and professionals with high disposable
income. Mobile Value Added Service (VAS) has become
a significant business driver for service providers, with
potential to grow attractively in future.

The VAS market, currently valued at Rs. 65 billion (USD
1.35 billion), constitutes about 9-10% of the total revenues
for telecom operators in India with short messaging
service (SMS) alone accounting for 44% of that share.
With 3G services to be rolled out by next year, the VAS
industry is expected to increase its share manifold, with
some industry estimates pegging the figure at Rs. 200
billion by 2015 (Source: Gartner).

India’s telecom industry grew at 60% CAGR (Source:
COAI and Gartner) in the last five years, one of the
highest compared to the world’s other telecom markets.
Interestingly, India is the world’s second largest telecom
market after China with a 60 crore-plus mobile subscriber
base (wireless subscriber base increased from 584.32
million in March 2010 to 601.22 million at the end of April-
2010, registering 2.89% growth). Wireless tele-density
stands at 50.98 (Source: www.telecomindiaonline.com).

-O Size (Rs. in Crore)

Wireless Subscriber Base

58.430)
52510

39.18

26.11

16.51
9.88
3370 5-22?
Mar’04 Mar’05 Mar’06 Mar’07 Mar’08 Mar’08 Dec’09 Mar’10

(Source: Internet & Mobile Association of India)

During April 2010, India’s telecom industry witnessed
a landmark government decision, as it finally declared
auction of 3G spectrum and invited open bids from
telecom companies across India. 3G is the latest
technology, which provides various advantages such as
high data transfer rates, map and positioning services,
multiplayer gaming and enables high-resolution video
and multimedia services with streaming audio and video
capabilities opening up business opportunities in the
space of Mobile TV and Mobile Video.

On the other hand, India’s internet use witnessed
steady growth. PC wusers in urban areas have
increased from 5.9 crore in 2006 to around 10 crore
(Source:  www.internetworldstats.com).Today  every
telecommunication provider is providing internet service
packaged with other services at affordable rates. With
sprawling cyber cafes and easy availability of broadband
connection, internet is now in reach of common
individuals. Concurrently, internet usage on the move
is also gaining fast user acceptance by the high-speed
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data cards, public Wi-Fi hot spots and internet access on
mobile phone.

As per Internet and Mobile Association of India, almost
75% of urban PC users claim to be accessing internet
for information and entertainment. In fact, internet
as a medium for socializing and leisure activities like
downloading music and videos are gaining incredible
popularity, compared with other services. Even the
advertisers are making higher allocation towards internet
advertising, leveraging this growing trend. All these
factors augur well for content providers like Balaji.

SCOT ANALYSIS

Strength

= High Production Capabilities

* Huge infrastructure

* Talent Hunting / Artist Management
= Pioneers in creating special Content for Mobile
= Solid Financial Position

Tamil,

= Strong Presence across Hindi, Telegu,

Malayalam & Kannada. Only production house to
have the shows on air in 9 different channels

= A good mix of sponsored & commissioned shows

* Integrated film maker - Production, Marketing &
Distribution of films

* Stringent Risk Management practices.

Challenges
= High Cost of Production against industry average

= Concentrated Clients

Dependence on few key people for concept &
creativity

Genre specific presence - mainly in fiction

Opportunities

Create content for other regional
international market

languages /

Enter non fiction, reality segments
Monetization of content through other delivery platforms

Expand presence in digital space

Threats

Rising Competition
Piracy

Gaining popularity of other entertainment options like
sports, gaming, internet, malls, travelling etc

Change in Government Policies

Rising Labour Cost & Energy Cost
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Internet as a medium for socializing and
leisure activities like downloading music
and videos are gaining incredible popularity,
compared with other services.

RISK MANAGEMENT

Risk type

Risk implication

Risk mitigation

Economic slowdown risk

reduce

Corporates their
advertising budget for television,
jeopardizing per-hour realizations.

may

Balaji has implemented strict cost control initiatives
per episode. The Company evaluates and analyzes
the risk-reward scenario before commencing film
production or any other major project.

Competition risk

Rising competition may reduce

bargaining power with channels.

Balaji is the undisputed leader in the Hindi GEC
space and enjoys strong brand recognition with
shows commanding a good premium.

Risk
government policies

of unfavourable

Business risks

Any unprecedented change in
government policy may increase the

overall cost.

Balaji is suitably positioned to absorb, recover or
pass on the rise in taxes to channels, distributors
or exhibitors.

Single-channel
dependence risk

Dependence on a single channel
may be detrimental to business

Balaji now enjoys a strong presence across five
Hindi GEC, with not over 30% revenue from any
one channel.

Risk of changing
audience preferences

Human resource risk

Talent retention and

management risk

Rapid change in viewer tastes and
preferences can impact business
adversely.

The business depends on key talent
(story writers, creative heads, lead
artists, directors, technicians, among
others). Non-availability of such
resources could impact business.

Balaji's dedicated team conducts research to
understand evolving audience preferences. One

result of such an effort is the new media business.

Balaji has always attracted the best of talent in
the industry. It has created stars and transformed
artists’ careers.
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OPERATIONAL OVERVIEW

An analysis of the Company’s operations is included on
page 26-31 of this annual report.

Internal Control Systems and Adequacy

Balaji has a well-defined organisational structure and a
strong Internal Audit process for maximum utilisation of
its resources and safeguarding the same from misuse.
The Company has a strong internal audit program,
exercised through a Docket Management System. An
independent commercial team further controls the hiring
and requisitions of materials, which allows enhanced
focus on operational efficiencies. The Company’s Audit
Committee, along with the Board regularly review the
operations and adequacies of internal controls on an
ongoing basis.

FINANCIAL REVIEW

Results of operation
Turnover

The total turnover for 2009-10 declined by 48% to Rs.
15,282.41 Lacs from Rs. 29,491.89 Lacs in 2008-09 on
account of a sharp decline in realization per hour, coupled
with a considerable drop in programming hours of content
for the commissioned show. Revenue contribution
from commissioned shows was Rs. 12,800 Lacs from
Rs. 26,844 Lacs in 2008-09, while that of sponsored
programming was Rs. 2,444 Lacs from Rs. 2,648 Lacs
in the same period. The share of commissioned shows
in the revenues during 2009-10 was 84% while that of
sponsored shows was 16%.

Other income

The other income for 2009-10 increased by 26% to Rs.
2,197.76 Lacs from Rs. 1,738.34 Lacs in 2008-09 on
account of write back of excess provision of doubtful
debts which were written off earlier.

Cost of production of television serials

There was a 41% decrease in cost of production of
television serials to Rs. 10,606.67 Lacs for 2009-10
from Rs. 18,066.38 Lacs for 2008-09 because only 763
hours of content for commissioned show was created
during the year from 929 hours in 2008-09. Moreover, the
Company has also been able to successfully bring down
the average cost of production per hour by adopting
stringent cost control measures.

Employee costs

Although the company has brought down its manpower
in absolute terms but the total employee cost for 2009-10
went up by 24% to Rs. 1,637.90 Lacs from Rs. 1,320.41
Lacs in 2008-09 as the Company hired experienced
talent at the senior management level.

Selling, General and Administrative expenses

On the back of lower provisioning for doubtful debts
and no provisions for diminution in value of long term
investments, the total Administrative and other expense
declined in 2009-10 by 49% to Rs. 3,096.30 Lacs from
Rs. 6,128.49 Lacs in 2008-09.

Depreciation

The depreciation for 2009-10 stood at Rs. 1,033.43 Lacs
from Rs. 2,352.26 Lacs in 2008-09. Last year one of the
sets was depreciated at an accelerated rate (Impact Rs.
953 Lacs), being exclusively carried out for a serial which
went off air.
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Revenue contribution from commissioned
shows was Rs. 12,800 Lacs from Rs. 26,844

Lacs in 2008-09, while that of sponsored
programming was Rs. 2,444 Lacs from Rs.
2,648 Lacs in the same period.

Profit before tax

The profit before tax recorded a decline of 41% to Rs.
2,225.27 Lacs in 2009-10 from Rs. 3,751.38 Lacs in 2008~
09 as the total revenue fell sharply by 48%. However, due
to rise in other income the impact was mitigated to some
extent.

Profit after tax

The profit after tax for 2009-10 decreased by 42% to Rs.
1,519.09 Lacs from Rs.2,632.12 Lacs in 2008-09.

FINANCIAL POSITION

Share Capital
As no capital was raised during 2009-10 the paid up
share capital remained same at Rs. 1,304.21 Lacs.

Reserves & Surplus

The reserves and surplus increased by a modest 3%
to Rs 38,873.91 in 2009-10 from Rs.37,583.71 Lacs in
2008-09.

Fixed Asset

The Gross Block in 2009-10 increased significantly by
52% to Rs. 14,880.85 Lacs from Rs. 9,813.60 Lacs in
2008-09, on account of addition of land bought within the
limits of Mira Bhayander Municipal Corporation for the
purpose of building its studio.

The net block increased by 101% to Rs. 8,131.11 Lacs
in 2009-10 from Rs. 4,045.16 Lacs in 2008-09. This
increase is on account of increase of Gross Fixed Assets.

The capital work in progress stood at Rs.289.93 Lacs for
2009-10 from Rs. 5,138.99 Lacs.

Investments

The investments of the Company decreased by 15%
in 2009-10 to Rs. 20,978.66 Lacs from Rs 24,567.32 in
2008-09 on account of funding to the subsidiary company
in line with the business plans. The investments include
Rs. 3,000 Lacs invested in the wholly owned subsidiary,
Balaji Motion Pictures Limited.

Working Capital

During 2009-10, the Company granted loan to the
subsidiary company because of which the Loans &
Advances for 2009-10 increased to Rs. 7,489.01
Lacs from Rs. 2,301.00 Lacs in 2008-09. On the other
hand, the Company repaid its creditors which led
to 38% decline in Current Liabilities to Rs. 2,199.90
Lacs in 2009-10 from Rs 3,548.85 Lacs in 2008-09.
Hence, the working capital of the Company for 2009-
10 recorded a rise of 131% to Rs. 10,869.58 Lacs from
Rs. 4,707.00 Lacs in 2008-09.

FUTURE STRATEGIES

Corporate Level
= Grow beyond being a television content provider
= Further strengthen the professional identity

= De-risk and Diversify Revenue Model (channels,
regional programming, other business divisions)

= Establish ALT and Hoonur as recognized brands

= Expand management bandwidth
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Television
= Maintain and consolidate the leadership in fiction space

= Launch new shows with different and new story lines
at regular intervals

= Capture viewership beyond the prime time bands in
major GECs, in non-prime hours, weekends and other
channels

* Foray into creation of other Regional content like
Marathi and Bangla

= Constantly analyze and evaluate the change in viewer
preferences.

= Improve the type of show mix (horror, comedy, fiction,
reality)

= Continue strict control on cost of production

Films
* Rapidly scale-up film business

» Create strategic template to produce and market larger
number of films every year to enable strong pipeline
and capability-building

= Align with best-in-class writing and directing talent to
generate superior scripts and film content

= Span entire spectrum of film offerings from mass

commercial to urban niche to address large and
growing audience segments

= Consolidate marketing capability to build competitive
advantage in the industry

Kick-start development initiative at grass root level -
first-time directors / actors / script writers

Ramp up capabilities on distribution - domestic and
international

Emerge as a leading integrated production house with
downstream integration into distribution and marketing
of films.

New Media

Strengthen the Hoonur brand
Develop hoonur.com as a full entertainment portal
Monetization of Hoonur.com through subscriptions

Consolidate and
companies for mobile contents

increase tie-ups with telecom

Create ‘mobisodes’ for reputed brands.

Education

Establish and stabilize this new venture
Create a strong brand in education field as well

Differentiate by delivering globally bench marked
content in an innovative method.

Gradually scale this business across India

Regularly broadbase its product offering
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Dear members,

Your Directors take pleasure in presenting the Sixteenth Annual Report together with the audited statement of accounts of

the Company for the year ended March 31, 2010.

FINANCIAL RESULTS

(Rupees in Lacs)

Particulars 2009-10 2008-09
Income from operations 15,282.41 29,491.89
Total expenditure 15,340.87 25,515.28
Operating profit /(loss) (58.46) 3,976.61
Interest 0.00 0.00
Depreciation 1,033.43 2,352.26
Operating profit /(loss)after interest and depreciation (1,091.89) 1,624.35
Other income 3,317.16 2,127.03
Profit before tax 2,225.27 3,751.38
Provision for taxation 706.18 1,119.26
Net profit after tax 1,519.09 2,632.12
Balance brought forward from previous year 18,290.55 16,154.01
Appropriations

Disposable profits 19,809.64 18,786.13
Proposed dividend 195.63 195.63
Corporate dividend tax 33.26 33.26
Transfer to general reserve 153.22 266.69
Balance carried to Balance Sheet 19,427.53 18,290.55

RESULTS OF OPERATIONS

For the year ended March 31, 2010, the Company earned
total revenue of Rs. 18,599.57 Lacs, a decrease of
41.18% over the previous year’s Rs. 31,618.92 Lacs. As
per the consolidated accounts, the total revenues have
decreased by 46.02% from Rs. 35,641.37 Lacs to Rs.
19,238.03 Lacs in the year under review. The net profit of
the Company for the year decreased from Rs. 2,632.12
Lacs to Rs. 1519.09 Lacs in the year under review, a
decrease of 42.55%.

A detailed discussion on the business performance is
presented in the Management Discussion and Analysis
section of the Annual Report.

APPROPRIATIONS

Dividend

The Directors are pleased to recommend a final dividend
of Rs. 0.30 per share (15 per cent on a par value of Rs.
2 per share) for the approval of the members. The final
dividend, if declared as above, would involve an outflow
of Rs. 195.63 Lacs towards the dividend (previous year
Rs. 195.63 Lacs) and Rs. 33.26 Lacs towards dividend
tax (previous year Rs. 33.26 Lacs), resulting in a total
outflow of Rs. 228.89 Lacs, same as in the previous
year. Dividend (including dividend tax) as percentage of
profit after tax is 14.94%, as compared to 8.58% in the
previous year.
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Transfer To Reserves

We propose to transfer Rs. 153.22 Lacs to the general
reserve out of the amount available for appropriations. An
amount of Rs. 19,427.53 Lacs is proposed to be retained
in the profit and loss account.

Subsidiary

During the year the Company had one wholly owned
subsidiary: Balaji Motion Pictures Limited (BMPL).

BMPL was established in March 2007 to handle the film
related business of the Company. BMPL successfully
released one movie during the year. It has completed
production of three films which are tentatively scheduled
for release in the financial year 2010-11. Further, the
Company is at various stages of discussion with various
parties for additional movie ventures during the year.
BMPL achieved turnover of Rs. 638.58 Lacs compared to
Rs. 4,256.06 Lacs of last year. In the current financial year
BMPL has reported loss of Rs. 889.90 Lacs compared to
loss of Rs. 2,331.06 Lacs for last year.

Directors

Mr. D. G. Rajan was appointed as Additional (Non-
Executive and Independent) Director of the Company
with effect from July 19, 2010. As per the provisions
of section 260 of the Companies Act, 1956, he will hold
office upto the date of the ensuing Annual General
Meeting of the Company.

The Company has received notice under section 257 of
the Companies Act, 1956, together with requisite deposit
proposing appointment of Mr. D. G. Rajan as Director of
the Company.

Mr. Jeetendra Kapoor and Mr. Dhruv Kaji retire by
rotation at the ensuing Annual General Meeting. Mr.
Jeetendra Kapoor and Mr. Dhruv Kaji being eligible, offer
themselves for re-appointment.

The brief resume/details relating to the Directors who are
to be appointed/re-appointed are furnished alongwith the
notice convening the Annual General Meeting.

MANAGEMENT

Mr. Nachiket Pantvaidya, Chief Executive Officer -
Television resigned effective October 31, 2009 and Mr.
Anurag Gupta was appointed as Chief Executive Officer
- Education effective February 25, 2010. Mr. Srinivasa
Shenoy was appointed as Chief Financial Officer of the
Company in place of Mr. Sunil Shahani, who resigned
effective September 22, 2009.

AUDITORS
M/s. Deloitte Haskins and Sells, Chartered Accountants,
Mumbai and M/s. Snehal & Associates, Chartered

Accountants, Mumbai, the Joint Auditors of the Company
retire at the ensuing Annual General Meeting and being
eligible, offer themselves for re-appointment. They have
also confirmed their eligibility and willingness for re-
appointment if made the Joint Auditors of the Company and
confirmed that, if appointed as auditors for the year 2010-
11, their appointment will be within the limits prescribed
under Section 224(1B) of the Companies Act, 1956.

CONSOLIDATED FINANCIAL STATEMENTS

In compliance with the Accounting Standard 21 on
Consolidated Financial Statements, this Annual Report
also includes Consolidated Financial Statements for the
financial year 2009-10.
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PARTICULARS UNDER SECTION 212 OF THE
COMPANIES ACT, 1956

As per Section 212 of the Companies Act, 1956, we are
required to attach certain documents of our subsidiaries.
We have attached the directors’ report, auditors’ report,
balance sheet and profit and loss account of Balaji
Motion Pictures Limited, the wholly owned subsidiary
of the Company and the statement under section 212
of the holding company’s interest in the subsidiaries.
The Company also presents the audited consolidated
financial statements in the Annual Report. We believe
that the consolidated accounts present a full and fair
picture of the state of affairs and financial condition, and
are accepted globally.

AUDITORS’ REPORT

The observations of Auditors in their report read with
the relevant notes to accounts in Schedule 15 are self-
explanatory and do not require further explanation.

CONSERVATION OF ENERGY

Energy conservation measures taken by the
Company

Our operations are not energy intensive. However,
significant measures are taken to reduce energy
consumption by using energy-efficient computers
and by purchasing energy-efficient equipment. We
purchase PCs, laptops, air conditioners etc. that meet
environmental standards, wherever possible and replace
the old equipment with more energy-efficient equipment.
Currently, we use CFL fixtures to reduce the power
consumption in the illumination system.

Additional investments & proposals, if any, being
implemented for reducing consumption of energy
We constantly evaluate new technologies and invest into
this to make our infrastructure more energy efficient.

Impact of the measures and consequent impact
on the cost of production of goods

As energy costs comprise a very small part of our total
expenses, the financial impact of these measures is not
material.

Total energy consumption

Since the Company does not form part of the list of
industries specified in the schedule, the same is not
applicable to the Company.

TECHNOLOGY ABSORPTION

The Company’s research and development initiatives
mainly consists of ideation of new subjects for our serials
which are used in the creation of new storyline and
tracks. The expenses incurred on such initiatives are not
practically quantifiable.

The Company is an integrated player in the entertainment
industry and our business is such that there is limited
scope for new technology absorption, adaptation and
innovation. However, the Company uses the latest
technology, wherever possible for better production
values as a regular process.

FOREIGN EXCHANGE EARNINGS AND OUTGO
The foreign exchange earnings is Rs. 3,663.72 Lacs
and the outgo is Rs. 16.2 Lacs, as given in Point 14 in
Schedule 15 (statement of significant accounting policies
and notes forming part of accounts) of the Financial
Statements.
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FIXED DEPOSITS

The Company has not accepted any fixed deposits and as
such, no amount of principal or interest was outstanding
as on the balance sheet date.

CORPORATE GOVERNANCE

A separate section on corporate governance and a
certificate from Auditors of the Company regarding
compliance of the conditions of corporate governance as
stipulated under clause 49 of the listing agreement with
the stock exchanges forms part of this Annual Report.

Certificate of CEO / CFO, inter alia, confirming the
correctness of the financial statements, adequacy of
the internal measures and reporting of matters to the
audit committee in terms of the clause 49 of the listing
agreements with stock exchanges, is also attached as a
part of this Annual Report.

DIRECTORS’ RESPONSIBILITY STATEMENT

Pursuant to the requirement under Section 217 (2AA) of
the Companies Act, 1956 and based on the representation
received from the operating management, the Directors
hereby confirm :

e That in the preparation of the annual accounts, the
applicable accounting standards have been followed
and no material departures have been made from the
same;

« That they have selected such accounting policies and
applied them consistently and made judgments and
estimates that are reasonable and prudent so as to
give a true and fair view of the state of affairs of the
Company at the end of the financial year and of the

profit or loss of the Company for that period;

« That they have taken proper and sufficient care for
the maintenance of adequate accounting records in
accordance with the provisions of the Companies Act,
1956, for safeguarding the assets of the Company
and for preventing and detecting fraud and other
irregularities;

e That they have prepared the annual accounts on a
going concern basis.

ACKNOWLEDGEMENTS

Your Directors takes this opportunity to express their
sincere appreciation for the excellent support and co-
operation extended by the shareholders, bankers and
other business associates. Your Directors further wish
to place on record their appreciation of the exemplary
contribution made by the employees at all levels,
who, through their competence, hard work, solidarity,
cooperation and support enabled the Company to
achieve consistent growth.

On behalf of the Board of Directors,
Jeetendra Kapoor
Chairman

July 19, 2010
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Balaji Telefilms Limited (Balaji) is committed to strong
corporate governance and believes in its indispensability
in investor protection. The Company’s compliance with
the Corporate Governance Code in terms of Clause 49 of
the Listing Agreement with the Bombay Stock Exchange
Limited and National Stock Exchange of India Limited is
given herein below:

COMPANY’S PHILOSOPHY ON CORPORATE
GOVERNANCE

The Company’s philosophy on Corporate Governance is
as under:

* Ensure that quantity, quality and frequency of financial
and managerial information, which management shares
with the Board, places the Board members fully in control

of the Company’s affairs

Ensure that the Board exercises its fiduciary
responsibilities towards Shareholders and Creditors,
thereby ensuring high accountability

Ensure that the extent to which the information
is disclosed to present and potential investors is

maximised

Ensure that the Board, the Employees and all
concerned are fully committed to maximising long-

term value to the Shareholders and the Company

COMPOSITION OF BOARD

The Board currently has seven members, of whom
two are Executive Directors. The Board has a Non-
Executive Chairman. At present, more than half of
the strength of the Board of Directors comprises of
Independent Directors.

The Board either directly exercises its powers or
functions through Committees. Policy formulation,
setting up of goals and evaluation of performance
and control functions vest with the Board, while the
Committees oversee operational issues.

Five meetings of the Board of Directors were held
during the year. These were held on May 13, 2009,
July 15, 2009, July 29, 2009, October 15, 2009 and
January 15, 2010. The maximum time gap between
any two meetings was not more than four calendar
months. None of the Directors of the Company held
committee membership of neither more than ten
committees nor committee Chairmanships of more
than five committees across all companies in which
the person was a director.

The names of members of the Board of Directors,
their attendance at Balaji's Board meetings, last
Annual General Meeting (AGM), the number of other
directorships and memberships / Chairmanships of the

committees in various companies are set out below:

Attendance Particulars

Name of the Director

No. of Directorships and Committee

Memberships / Chairmanships

Mr. Jeetendra Kapoor (P, N) 5 Present 7 3 1
Ms. Shobha Kapoor (P, E) 5 Present 7 1 0
Ms. Ekta Kapoor (P, E) 5 Present 5 1 0
Mr. Akshay Chudasama (N, I) 5 Present 6 5 3
Mr. Dhruv Kaji (N, 1) 3 Not Present 6 5 1
Mr. Pradeep Sarda (N,I) 3 Present 22 5 0
Mr. D. G. Rajan# (N,I) NA NA 18 8 3
P = Promoter; E = Executive; N = Non-Executive; | = Independent; NI = Non-Independent;

#Mr. D. G. Rajan was inducted to the Board of the Company as Additional Director on July 19, 2010




AUDIT COMMITTEE

Terms of Reference

The Audit Committee provides direction to the audit
and risk management function in the Company and
monitors the quality of internal audit and management
audit. The responsibilities of the Audit Committee include
overseeing the financial reporting process to ensure
proper disclosure of financial statements, recommending
appointment / removal of external auditors and fixing their
remuneration, reviewing the annual financial statements
before submission to the Board, reviewing adequacy of
internal control systems, structure and staffing of the
internal audit function, reviewing findings of internal
investigations and discussing the scope of audit with
external auditors.

The terms and composition of the Audit Committee
conform to the requirement of Section 292A of the
Companies Act, 1956.

Composition

The composition of the Audit Committee is as follows

Chairman Mr. Akshay Chudasama*
Members Mr. Dhruv Kaji*

Mr. Jeetendra Kapoor

Mr. Pradeep Sarda

Mr. D. G. Rajan#
Secretary Ms. Alpa Khandor
Invitees Chief Financial Officer,

Representatives of Statutory Auditors and
Internal Auditor

* Mr. Akshay Chudasama took over as Chairman of the
Audit Committee from Mr. Dhruv Kaji with effect from
July 29, 2009

#Mr. D. G. Rajan was inducted to the Audit Committee as
member on July 19, 2010
Meetings and Attendance

The details of meetings held during the year, and the
attendance thereat are as follows:

Dates of Meetings: May 13, July 29 and October 15 in
2009 and January 15, 2010.

Attendance

No. of
Name of the Director Meetings

attended
Mr. Akshay Chudasama 4
Mr. Dhruv Kaji 2
Mr. Jeetendra Kapoor 4
Mr. Pradeep Sarda 3

The Statutory Auditors and Internal Auditor of the Company
are invitees to the Audit Committee Meetings. The Audit
Committee holds discussions with the Statutory Auditors on
“Limited Review” of the quarterly and half yearly accounts,
yearly Audit of the Company’s accounts and other related
matters. The report of the Internal Auditor is reviewed by the
Audit Committee.

SHAREHOLDERS’ COMMITTEE

Terms of Reference

The functions and powers of the Shareholders’
Committee include approval / rejection of transfer /
transmission and rematerialisation of equity shares,
issue of duplicate certificates and supervising the
operations of the Registrar and Transfer Agents and also
maintaining investor relations and review and redressal
of shareholders / investors’ grievances / complaints.
The details in this respect are given in the General
Shareholder Information section of this report.

Composition

The composition of the Shareholders’ Committee is as

follows:
Chairman :Mr. Jeetendra Kapoor
Members :Ms. Shobha Kapoor
Ms. Ekta Kapoor
Compliance :Ms. Alpa Khandor, Company Secretary
Officer

! 1
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Meeting and Attendance

The details of meeting held during the year, and the
attendance thereat are as follows:
Date of Meeting: - June 10, 2009

Attendance
No. of
Name of the Director Meeting
attended
|
Mr. Jeetendra Kapoor 1
Ms. Shobha Kapoor 1
Ms. Ekta Kapoor 1

The committee oversees share transfers and monitors
investors’ grievances. The committee reviewed the
shareholder grievances and the share transfers for the
year and expressed satisfaction with the same. The
committee also noted the shareholding in dematerialised
mode as on March 31, 2010 being 99.93%.

REMUNERATION COMMITTEE

Terms of Reference

The Committee is entrusted with the role and
responsibilities of approving compensation packages of
Managing Director/ Wholetime Director, reviewing and
approving the performance based incentives to be paid to
the Managing Director/ Wholetime Director and reviewing
and approving compensation package and incentive

schemes of senior managerial personnel.

Composition

The composition of the Remuneration Committee is as

follows:
Chairman Mr. Akshay Chudasama
Members Mr. Dhruv Kaji
Mr. Jeetendra Kapoor
Mr. Pradeep Sarda
Secretary Ms. Alpa Khandor

Meetings and Attendance

The details of meetings held during the year, and the
attendance thereat are as follows:

Dates of Meeting: May 13, July 29, and October 15 in
2009

Attendance
No. of
Name of the Director Meetings
attended

]
Mr. Akshay Chudasama

Mr. Dhruv Kaji
Mr. Jeetendra Kapoor
Mr. Pradeep Sarda

N W IN W

REMUNERATION POLICY AND DETAILS OF
REMUNERATION PAID

The remuneration of the Directors is decided by the
Board of Directors as per the remuneration policy of the
Company within the ceiling approved by shareholders.

No performance linked incentives were paid or is payable
to the Managing Director and the Joint Managing Director
for the year under review. Though both Executive and
Non-Executive Directors are entitled to commission @ of
2.5% each, due to insufficient profits none of them were
paid any commission.

No remuneration was paid to non-executive directors
apart from sitting fees. Although there is eligibility of
commission at fixed rate of 0.80% to the Chairman and
0.20% of the net profits of the Company computed in
accordance with Sections 349 and 350 of the Companies
Act, 1956, to all other Non-Executive Directors as on date
with a ceiling of Rs. 3 lakhs each, no commission was
paid to any director due to insufficient profits. Besides
the sitting fees, rent amounting to Rs. 23.38 lakhs paid to
Mr. Jeetendra Kapoor (refer Note No. B-8 in Schedule 15
‘Notes on Accounts’, annexed to the Financial Statements
of the year), there is no other pecuniary transaction by
the Company with Non-Executive Directors.




Details of the remuneration to the Directors for the year ended March 31, 2010
Name Designation

Remuneration for the year 2009-2010 (in Rs.) No. of
shares
held by

Non-
Executive
Directors

Salary | Perquisites | Sitting | Employer Total
Fees | Contribution
to Provident
Fund

Ms. Shobha Kapoor Managing Director 5520000 4830000 - 662400 11012400 N.A.
Ms. Ekta Kapoor Joint Managing Director | 6630000 5805000 - 795600 13230600 N.A.
Mr. Jeetendra Kapoor ~ Chairman - -| 75000 - 75000 4392000
Mr. Akshay Chudasama Director - -| 75000 - 75000 -
Mr. Dhruv Kaji Director - -| 45000 - 45000 -
Mr. Pradeep Sarda Director - -| 45000 - 45000 -

None of the Directors are related to any other Director
on the Board, except for Mr. Jeetendra Kapoor, his
spouse Ms. Shobha Kapoor and daughter Ms. Ekta
Kapoor, who are related to each other.

terminable by twelve month’s notice in writing. If the
tenure of the office of Managing Director or Joint
Managing Director is terminated before expiration
of the agreements, the severance fees would

. . . b ivalent to th tion fi ired
The agreements with Managing Director and the ¢ equivaient fo the remtneration for Unexpire

. . . . residue of the tenure or for three years, whichever
Joint Managing Director are for a period of three y

years. The nature of employment of Ms. Shobha 's shorter.

Kapoor and Ms. Ekta Kapoor is contractual and

GENERAL BODY MEETINGS

The details of Annual General Meetings held in the last three years are given below:
Annual Venue
General

Meeting
L]

13th Meeting Thursday, July 26, 2007 4:00 p.m. ‘Shri Bhaidas Maganlal  Sabhagriha” Swami
Bhaktivedanta Marg, J.V.P.D. Scheme, Vile Parle
(West), Mumbai - 400 056.

Day, Date Time

14th Meeting Tuesday, July 29, 2008 4:30 p.m. ‘The Club’, 197, D. N. Nagar, Andheri (West), Mumbai
- 400 053.

15th Meeting Wednesday, July 29, 2009 4:30 p.m. ‘The Club’, 197, D. N. Nagar, Andheri (West), Mumbai
- 400 053.

:
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SPECIAL RESOLUTIONS

Following special resolutions were passed at the
last three Annual General Meetings

2007 - None

2008

1. Alteration of an Article in Articles of Association of the
Company

2. Appointment of Mr. Tusshar Kapoor as Executive
Director of Balaji Motion Pictures Limited, wholly
owned subsidiary of the Company

3. Appoinment of Mr. Ramesh Sippy as Chief Executive
Officer of Balaji Motion Pictures Limited, wholly owned
subsidiary of the Company

2009 - None

One special resolution was passed through postal
ballot in March 2008

Revision in Remuneration of Creative Director of
the Company

Details of Voting Pattern
99.99 % of shares in assent and 0.01 % of shares

in dissent

Person who conducted the postal ballot
Nilesh G. Shah, Company Secretary in Practice

Two special resolutions were passed through

postal ballot in December 2008

1. Alteration of Object clause of Memorandum of
Association

2. Alteration of the Articles of Association by adoption of
new set of Articles

Details of Voting Pattern
99.98 % of shares in assent and 0.02 % of shares

in dissent

Person who conducted the postal ballot
Nilesh G. Shah, Company Secretary in Practice

Three special resolutions were passed through

postal ballot in December 2009

1. Re-appointment of Ms Shobha Kapoor as Managing
Director ofthe Company and Payment of Remuneration
to her

2. Appointment of Ms Ekta Kapoor as Joint Managing
Director ofthe Company and Payment of Remuneration
to her

3. Appointment of Mr. Ramesh Sippy to the office or
place of profit under Balaji Motion Pictures Limited,
the wholly owned subsidiary of the Company

Details of Voting Pattern
99.99 % of shares in assent and 0.01 % of shares in
dissent

Person who conducted the postal ballot
Nilesh G. Shah, Company Secretary in Practice

Whether any special resolution is proposed to be
conducted through postal ballot
None

Procedure of postal ballot
As per the provisions of the Companies Act, 1956 and
rules made thereunder

DISCLOSURES

Related Parties transactions

None of the transactions with any of the related parties
were in conflict with interest of the Company. Transactions
with the related parties are disclosed in Note No. B - 8 in
Schedule 15 “Significant Accounting Policies 