VA Company Report
ARIHANT capital markets ltd. Rolta India Ltd.

www.arlhantrapitals.com

Rolta-mixed bag

CMP: Rs.137 Q2FY11 result highlights

Target Price: Rs.210 Result on expected lines: Rolta posted their 2QFY11 results that were largely on
expected lines. Its top-line grew by 3.2% while its bottom-line by a whopping 106.2%

Recommendation: Buy helped mainly by the additional income that came due to the sale of its’ 50% stake in

the JV—Shaw Rolta Ltd. (SWRL) to its JV partner Stone & Webster at a gain of
Rs.103.65cr (net of tax Rs.76.07cr). Excluding exceptional income, net profit grew by

Stock Info 4.5% QoQ to Rs.78.1cr.
BSE Group B Decline in margins: Rolta saw operating margins decline by 67bps to 21.2% mainly on
BSE Code 500366 the back of an increase in sub-contracting cost. The management expects it to
NSE Symbol ROLTA remain at current levels or increase slightly as they are trying to pass off low-end
work to sub-contractors and concentrate the efforts of their professionals more on
Bloomberg RLTA.IN . . . .
core work and in development of IPs. High employee cost also pressurised margins.
Reuters ROLT.BO Yet another strong GIS performance: Rolta’s geospatial segment put up yet another
BSE Sensex 18022 strong performance growing by a robust 4.4% QoQ. It’s IT solution segment also did
NSE Nifty BT well growing by 2.9% QoQ. However, the engineering segment’s growth continued
to lag behind the other two by posting flat numbers on a sequential basis.
Uptick in billing rates, order-book: The 2Q saw an uptick in billing rates in all the
segments. Geospatial, Engineering and IT segments each saw its’ rates going up by
Market Info 1.3%, 0.7% and 0.2% respectively. Inspite of the JV sell-out which reduced the order-
Market Capital Rs.2172.7cr book by ~Rs.55cr, it still grew by Rs.20cr QoQ to Rs.1902cr. The management
Equity Capital Rs.161.2cr indicated that their order pipe-line remained strong and they are seeing better
. traction for their products and services as compared to the earlier quarters.
Avg. Trading Vol. 156958 . . ) . .
Decline in employee numbers : Rolta’s employee base decreased by 439 which is
52 Wk High/ Low 210/130

infact the third consecutive quarterly decline. However, it is to be noted that this
Face Value Rs.10 quarters’ employee decline numbers included majorly those that were lost due to
the JV sell-off. Attrition saw a slight uptick of 10% in Q2 as compared to Q1 earlier.
The management indicated that wage revision will happen in June and hence no
wage related pressure is expected in the next two gauraters.

Shareholding Pattern (%) (31" Dec.,2010)

Valuations:
Promoters 419 The JV sell-off will result in the company taking a quarterly hit of ~Rs.15cr on the top-
Domestic Institutions 25 line and ~Rs.3cr on the bottom-line. Rolta is also currently looking for a new
Foreign Institutions 34.8 technology partner to help it in nuclear technology related work. Due to our earlier
Non Promoters Corp. 21 conservative estimates and a better than expected global scenario, we are
Public & Others 18.6 maintaining our projected numbers for FY11E and FY12E, inspite of the decline in
Govt. Holdings ) revenue that is bound to happen due to the sell-off. We therefore maintain our DCF-

based target price of Rs.210 per share and maintain our ‘Buy’ call on the stock. At
CMP, the stock is trading at 5.7xFY11E and 8.4xFY12E earnings of Rs.23.7 and Rs.16.2
—_—ense Rolta per share respectively.
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9 (Rs Cr) (Y/E June) FY09 FY10 FY11E FY12E

a0 Net Revenue 1372.8 1532.7 1730.4 1913.9
N - | Growth % 280 11.6 129 10.6
o T LY TR p RS Net Profit 293.8 255.1 381.5 261.0
78382 v ER Y L Growth % 274 (13.2) 49.5 (31.6)
e §PbRce 23 EPS 18.2 15.8 23.7 16.2
P/E 7.5 8.6 5.7 8.4

February 2, 2011 P/BV 1.7 1.5 1.2 1.1

Generating Wealth. Satisfying Investors, S°urce: Arihant Research



/l

ARIHANT capital markets ltd.

Q2 FY11 result
Net sales 441.15 375.56 17.5% 427.58 3.2%
Total income 441.15 375.56 17.5% 427.58 3.2%
EXPENDITURE
Inventory-(Increase )/Decrease 0 2.49 -100.0% 3.88 -100.0%
Material/Subcontract cost 92.37 67.98 35.9% 77.64 19.0%
Staff cost 131.5 126.89 3.6% 127.19 3.4%
Depreciation 80.58 66.97 20.3% 76.35 5.5%
Other Expenditure 43.36 35.92 20.7% 49.16 -11.8%
TOTAL 347.81 300.25 15.8% 334.22 4.1%
Profit from operations before
other income, int. and excep. item 93.34 75.31 23.9% 93.36 0.0%
Other Income 2.16 7.96 -72.9% 5.52 -60.9%
Profit before interest & exceptional items 95.5 83.27 14.7% 98.88 -3.4%
Interest 14.99 11.45 31.0% 12.69 18.2%
Profit/(Loss) before exceptional item & Tax 80.51 71.82 12.1% 86.19 -6.6%
Exceptional item:
Notional Exchange (Loss)/Gain on revaluation of FCCBs 0 0 0
Profit on sale of investment in JV 103.65 0 100.0% 0 0.0%
Profit after Exceptional Item before Tax 184.15 71.82 156.4% 86.19 113.7%
Provision for Taxation 30.02 9.21 226.0% 11.5 161.0%
Net Profit after Exceptional Item &Tax 154.13 62.61 146.2% 74.69 106.4%
Effective tax rate% 16.30% 12.82% 13.34%
Add/(Less) Minority Share in Loss/(Profit) 0.05 0.18 -72.2% 0.08 -37.5%
Net Profit After Tax, Minority Interest & Exceptional item 154.18 62.79 145.6% 74.77 106.2%
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Profit & Loss statement (consolidated) Cash Flow extract
Net Sales 13728 | 15327 | 17304 | 19139 Profit before tax 293.1 254.6 3815 261.0
YoY% 28..0 11.6 12.9 10.6 —
Add: Depreciation 186.7 267.9 289.1 319.1
Other Inc. 69.1 27.9 14.4 27.9
Other items 30.5 90.9 124.9 2314
Total Inc. 1441.9 1560.6 1744.8 1941.8
(Inc.)/Dec. in WC -115.1 -170.6 -0.7 -25.2
Expenditures: Tax Paid 349 379 635 53.0
Manpower costs 548.7 | 4994 5343 560.0 Net Cash From Oper. Act 360.2 404.9 678.1 563.1
Material cost 196.8 292.0 3315 368.9 (Inc)/ Dec in FA 763.9 748 2072 2500
Interest 126 41.9 53.2 170.2 Dividend received 9.1 3.6 3.6 3.6
Depreciation 186.7 267.9 289.1 319.1 Interest received 10.5 11.7 11.7 11.7
Other expenses 163.8 164.3 195.8 210.0 Other items 104.1 -203.1 0.0 0.0
Total Expenditure 1108.6 12655 1403.9 16283 Net Cash From Investing. Act. -640.2 -662.7 -191.9 -234.8
PBT 3333 205.2 3408 3135 Proceeds from secured loan 384.8 331.7 -30.0 -350.2
Profit on sale of IV - - 103.7 - Interest Paid 118 -35.0 -53.2 -170.2
Tax 40.2 40.6 63.5 53.0 Dividend Paid -57.6 -57.3 -57.3 -57.3
Tax rate% 12.1 13.7 18.6 16.9 Issue of equity shares 0.86 13 - -
PAT. 293.8 255.1 381.5 261.0
Repurchase of FCCBs 158.4 -70.1 - -
YoY? 27.4 13.2 49. 1.
ov% (13.2) 9.5 (31.6) Net Cash from Financing Act. 157.7 170.5 -140.5 -577.7
Net Cash Inflow/ (outflow) -122.2 -87.2 345.7 -249.3
| h Cash at beginning 259.8 137.6 50.4 396.1
Balan
CLEITE EIEEE Net Cash carried forward 137.6 50.4 396.1 146.8
Important ratios
Shareholder's fund:
Equity Cap. (FV-Rs.10) 161 161.2 161.2 161.2
Performance Ratios
Reserve & Surplus 1280.6 1447.9 1769.3 1968.2
EBIDTA % . . 39.2 41.4
Total Loans 996.7 1258.8 1228.8 878.6 i 3338 377
Net Profit % 20.4 16.4 21.9 13.4
Min. Interest 0.8 0.2 0.2 0.2
Deferred Tax Liability 47.9 42.4 424 42.4 Sales per share (SPS) 85.3 95.2 107.5 118.9
Price/SPS 1.6 1.4 1.3 1.2
Total Liabilities 2486.9 2910.5 3201.9 3050.6 —
Dividend % 30 30 30 30
Application of funds:
i ff Assets Turnover 0.6 0.5 0.5 0.5
Goodwill 301.4 296.1 296.1 296.1
Du Pont Analysis
Gross Block 1651.8 2159.4 2401.8 2651.8
PAT / Net Sales 0.2 0.2 0.2 0.1
Less Acc. Dep. 404.7 501.4 741.6 910.7
Net Sales / Assets 1.7 1.8 1.4 1.9
Net Block 1247.1 1657.9 1660.2 1741.1
Assets / Equity 0.6 0.6 0.7 0.5
CWIP 279.3 2429 200.0 200.0
ROE % 20.4 15.9 19.8 12.3
Investments 354 55.1 55.1 55.1
Deferred Tax asset 7.2 7.1 7.1 7.1 Valuation Ratios
Sundry Debtors 595.1 624.8 640.0 655.4 Cash EPS 299 329 41.7 36.0
Cash & bank balance 1376 504 | 3960 | 1468 P/E 9.3 10.7 5.8 8.5
Loans & advances 116.9 183.4 192.0 215.0 P/BV 2.1 1.8 13 11
Other current assets 13.6 19.7 19.7 19.7 EV/ EBIDTA 5.8 5.6 4.5 37
Current Liab. & Prov. 2745 | 2351 | 2691 | 2908 EV/ Sales 22 22 1.8 15
Net Current Assets 599.1 | 647.1 | 9835 | 7513 ROCE 214 208 213 263
Total Asset 2486.9 2910.5 3201.9 3050.6
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Arihant Research Desk
For queries:

E. research@arihantcapital.com

Head Office Registered Office
3 Floor, Krishna Bhuvan, Arihant House
67 Nehru Road, Vile Parle (East), E-5 Ratlam Kothi

Mumbai - 400057
Tel: (91-22) 42254800
Fax: (91-22) 42254880

Indore - 452003, (M.P.)

Stock Rating Scale

Absolute Return

BUY : >20%
ACCUMULATE : 12-20%
HOLD : 5-12%
REDUCE : <5%

Disclaimer: Arihant Capital Markets Limited is not soliciting any action based upon it. This document has been prepared and issued on the basis of publicly
available information, internally developed data and other sources believed to be reliable. However we do not represent that it is accurate or complete and it
should not be relied upon such. Whilst meticulous care has been taken to ensure that the facts stated are accurate and opinions given are fair and reasonable,
neither the analyst nor any employee of Arihant is in any way responsible for its contents. The firm or its employees may trade in investments, which are the
subject of this document or in related investments and may have acted upon or used the information contained in this document or the research or the analysis
on which it is based. Before its publication the firm, its owners or its employees may have a position or be otherwise interested in the investment referred to in
this document. This is just a suggestion and the firm or its employees will not be responsible for any profit or loss arising out of the decision taken by the reader
of this document. No matter contained in this document may be reproduced or copied without the consent of the firm.
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