01 August 2008

Initiating Coverage

BUY

CMP: Rs311*
Target Price: Rs367
Key Data
Bloomberg Code RLTA IN
Reuters Code ROLT.BO
O/S Shares (mn) 160.9
Diluted Shares (mn) 179.7
Market Cap (Rs bn/USS$ bn) 50.1/1.2
52WkH /L (Rs) 396/200
Daily Vol. (3M NSE Avg.) 599,375
Face Value (Rs) 10
1US$ = Rs42.6
Source: Bloomberg
Shareholding Pattern (%)
Public & Others,
15.4
Foreign, 39.9

CENTRUM

Rolta India

Mapping gains...

Rolta India's unique proposition rides on two core themes of the India growth story -
infrastructure and engineering services. We believe Rolta is shielded from an economic
slowdown, given that it caters to clients in critical sectors like defence, refineries, utilities and
government agencies. Moreover with its recent acquisitions and strategic JV with Thales
(51:49), Rolta is well placed to capture a slice of India's defence modernisation opportunity.
Another JV with Stone & Webster (50:50) would enable it to work in areas like nuclear power
engineering where opportunities are expected to open up post the signing of the nuclear deal.
We initiate coverage on the stock with a BUY and a target price of Rs367 which implies an
upside of 18%.

High-growth sectors to propel revenues at 36% CAGR over FY08-10E

We expect Rolta to record robust revenues at 36% CAGR over FY08-10E in all its services: GIS
(Geospatial information systems) 29%, EDA (Engineering design and automation) 35% and
EICT (Enterprise information and communications technology) 53%. The GIS and EDA
businesses would benefit as the company moves up the value chain, while the EICT business
would derive higher benefits from the acquisition made last year which would increase
profitability with higher offshoring.

Domesticfocus and niche business areasinsulate it from a slowdown

We believe Rolta's nature of business and clientele would insulate it from any economic
slowdown. It derives significant revenues from defence establishments, municipalities and
utilities, which are unlikely to be hit in the event of a slowdown as the budgets are tied to
government spends. Other major clients in the refining and power sectors continue to make
hugeinvestments tofillin the demand-supply gap.

Triggers from acquisitions, JV with Thales to add upsides to our estimates
Rolta has expressed its intention to acquire two businesses in the EDA and EICT space with a
budget of $100-$150mn. We expect both these businesses to add significant capabilities and

enhance offerings. We see a boost to our estimates from the Thales JV, which was created to tap
opportunities emerging in the defence sector. The company estimates this JV to accrue
revenues of $500mnin aback ended fashion over the next five years.
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son une Attractive valuations makeitastrong Buy

Rolta enjoys industry leading revenues per employee of Rs 2 mn and PAT per employee of
Rs 0.4 mn. ROE's are also robust and expected to grow to 27.6% in FY10E. With current
valuations at a P/E of 12.6x FY10E and EV/EBIDTA of 7x FY10E, we believe the stock offers good

One Year Indexed Stock Performance
165 -

155 1 upsides and would remain buoyant based on intermittent triggers in the form of acquisitions
145 1 and revenue upsides from the Thales JV. We initiate coverage on the stock with a BUY based on
Bg 1 our DCF based price target of Rs 367, which discounts our FY10E EPS(diluted) of Rs 24.5 by 15x.
o ] Key Financials
95 1 Y/E June (Rs mn) FY06 FY07 FY08 FYO9E FY10E
3? ] : : : : : : Net Sales 5,349 7,114 10,722 14,947 19,724
Jul-07 Sep-07 Nov-07 Jan-08 Mar-08 May-08 Jul-08 YoY growth (%) 29.0 33.0 50.7 394 32.0
= (OIRARBIED — [MAWY EBIDTA 2,229 2,866 3,898 5,089 6,804
SRS e A T R EBIDTA Margin (%) 417 403 36.4 34.1 345
PAT 1,273 1,726 2,306 3,251 4,405
Price Performance (%) 1M 6M 1Yr Growth (%) 41.1 35.6 33.6 41.0 35.5
- PAT Margin (%) 23.8 24.3 215 21.8 22.3
R‘.’f'tta India 208 ( 1364 ;‘) (246 é(; EPS (diluted) 7.8 106 12.8 18.1 245
Ty 2 000 O p/E (x) 39.7 293 243 17.1 12,6
Source: Bloomberg, Centrum Research ROE (%) 18.2 17.4 20.7 24.9 276
RoCE (%) 17.2 13.0 12.7 15.9 18.9
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This document does not constitute an offer or invitation to subscribe for or purchase or deal in any securities and neither this document
nor anything contained herein shall form the basis of any contract or commitment whatsoever. This document is strictly confidential and
is being furnished to you solely for your information, may not be distributed to the press or other media and may not be reproduced or
redistributed to any other person. In particular, neither this document nor any copy thereof may be taken or transmitted into the united
states, canada orjapan ordistributed, directly orindirectly, in the united states, canada or japan or toany U.S. person.

DISCLAIMER

The distribution of this report in other jurisdictions may be restricted by law and persons into whose possession this report comes should
inform themselves about, and observe any such restrictions. By accepting this report, you agree to be bound by the fore going limitations.
No representationis made that this reportisaccurate orcomplete.

The opinions and projections expressed herein are entirely those of the author and are given as part of the normal research activity of
centrum broking and are given as of this date and are subject to change without notice. Any opinion estimate or projection herein
constitutes a view as of the date of this report and there can be no assurance that future results or events will be consistent with any such
opinions, estimate or projection.

This document has not been prepared by or in conjunction with or on behalf of or at the instigation of, or by arrangement with the
company or any of its directors or any other person. Information in this document must not be relied upon as having been authorised or
approved by the company or its directors or any other person. Any opinions and projections contained herein are entirely those of the
authors. None of the company or its directors or any other person accepts any liability whatsoever for any loss arising from any use of this
document orits contents or otherwise arising in connection therewith.

Please read the detailed disclaimer on the back page of this report.
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Revenues to grow at a CAGR of 36% over
FY08-10E

Rolta Ind
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Investment Rationale
High growth phase to continue

Rolta saw the first signs of a higher growth trajectory in FY06 with increasing spends on
infrastructure & engineering and higher adoption of GIS and engineering design
technologies. We believe this high-growth phase would continue over the foreseeable future
as governments and corporations increasingly adopt Rolta's services in an effort to reduce
implementation cycle timesand address real-time asset management challenges.

Chart 1: Rolta on a high-growth trajectory
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Robustgrowthinrevenues & PAT over FY08-10E

We believe Rolta will report robust revenue and profit growth over FY08-10E on the back of
strong demand from user industries and higher realisations as it moves up the value chain.
We expect Rolta to clock a 36% revenue CAGR at Rs19.72bn and 38% PAT CAGR at Rs4.41bn
during this period.

Chart 2: Revenues & PAT increasing at a steady clip
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Rs15bn orderbook with ~75% executable in
FYO9E
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... backed by strong order-book

The company's robust revenue outlook is backed by a strong Rs15bn order-book with ~75%
executable in FYO9E. The order-book has been rising at a cumulative quarterly growth rate
(CQGR) of 16% over the past nine quarters. The order backlog has also grown from 69% to
79% during the period, indicating a strong traction across all its businesses.

Chart 3: Order-book growing at a blistering pace (16% CQGR)
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Employee addition, capex plansreinforce strong outlook

The company plans to add 2,000 employees in FY09 and FY10 against 1,240 in FYO8 and 921
in FYO7. In our view, this points to a robust earnings visibility across businesses. To support
this headcount addition, the company would have to incur a capex of approximately
Rs1.5mn per person.This is significantly higher than the average capex of about Rs0.4mn per
personforan IT company.

Rolta has acquired 5 acres of land in Kolkata to build a facility that can house 5,000 people. In
our view, this would help diversify the source of manpower to another city apart from
Mumbai and also at alower cost. The company is also setting up facilities in an SEZ in Mumbai
toadd facilities foranother 3,000 employees.

The company has proactively mitigated supply-side risks by setting up the Rolta Academy.
The academy saw the first batch of 252 pass outs join the billable talent pool in the TQFY08.
Students are given admission to the academy based on merit and are enrolled as employees
from day one. However, these students would become billable only after a quarter once the
training periodisover.
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Billing rates torise as company moves up the value chain

Rolta has seen a continuous improvement in billing rates in the past. Billing rates in the GIS
business improved by 1.5% in FY08, while those in the EDA and EICT segment have seen an
improvement of 13.3% and 35.3% respectively. The sharp increase in billing rates in EICT are
largely because of the acquisition of TUSC which was integrated last quarter. TUSC is a
Chicago-headquartered IT consulting company specializing in ERP applications as well as
database and business Intelligence solutions, based on Oracle technologies.

Chart 4: Billing rates on an uptrend
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We forecast billing rates to continue to move up as the company moves up the value chain in
GIS, and builds niche capabilities in EDA. EICT is expected to see a gradual decline in billing
rates as the company increasingly off-shores work from TUSC to India. However, margins
would increase over time as offshoring inherently enjoys higher margins (We have not
assumed the benefits of offshoring fromTUSC).

Chart 5: GIS - moving up the value chain
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GIS-ahedge againstan economic slowdown
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Domesticfocus and niche business areasinsulate it from aslowdown

Rolta derives a bulk of its revenues from defence establishments, refineries, utilities, telecom
service providers, municipalities, power projects, etc. The very nature of its clients
insulates the company from any significant economic slowdown. Rolta currently derives
revenues from three business lines: GIS (50%), EDA (33%) and EICT (17%).

GIS - nature of clientele a key positive

Rolta derives most of its business in the GIS business (50% of revenues) from three sectors —
Defence, Utilities & telecom and Core infra.

Table 1: Nature of clientele -ahedge against an economicslowdown

Business lines Contributionto Remarks
GIS revenues (%)

Defence 26 Defence expenditure is not affected by a slowdown.
Capexin excess of $50bn over the next 5 years.

Utilities & telecom 45 GIS is a robust planning and cost cutting tool. Of the
total Rs 1,633bn capex spends in telecom, we estimate
the opportunity for GIS at Rs 7bn. Utilities continue to
invest aggressively in GIS to map consumers and
reduce distribution losses. Hence, unlikely to be hit by
any economic slowdown for capex already under
implementation.

Core infra 29 Rolta's key clientele in this space include police
departments, municipalities, airports, etc.

Source: Company, CMIE, Centrum Research

Well-positionedto tap opportunitiesin India's defence modernisation

Rolta derives 26% of its GIS revenues from defence establishments (13% of overall revenues).
We believe India's defence spending would grow in excess of $50bn over the next five years.
India's defence spending is expected to increase at 9.5% CAGR over Fy06- 10E. Rolta's share
of defence capex has also been rising and we believe this is a very assuring trend signifying
the company's stronghold among defence establishments.

Chart 6: Rolta's share of defence capex rising Chart 7: Defence capex growing at a rapid pace
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Exposure to refining and power sectors bodes
well for EDA
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We believe this segment offers significant scope and the nature of work would help showcase
Rolta’s capabilities. The nature of work largely involves cross-border mapping and GIS-based
asset management. The company has number of showcase projects -- the most recent
disclosed one being the development of the missile guidance system for the Brahmos cruise
missile.

Utilities and telecom - high spendsto aid growth

Utilities and telecom together account for 45% of Rolta's GIS revenues (23% of overall
revenues). Both provide a strong hedge against any economic slowdown. In the utilities
space, the company caters to power distribution and water utilities among others. Both are
increasingly aiming to cutdown on distribution losses and map consumers.

In the telecom space, Rolta provides GIS mapping and asset management solutions to
telecom companies. The value of projects under implementation in the telecom space is
estimated at Rs 1,633bn according to CMIE. We estimate a potential of Rs 7 billion for GIS-
based services in this space in the domestic market. The global market for these services
would be significantly larger.

Coreinfra-clientele on asoundfooting

Rolta derives 29% of its revenues from core infra (15% of overall revenues). Its clients in this
space largely cover the likes of the Airports Authority of India (AAl), police departments,
municipalities, etc. and similar clients globally. The spending by these clients would continue
astheirbudgets are tied to government spends and are in place to drive efficiencies and rapid
responsetimes.

% Roltaiscurrentlyimplementing GIS-based asset management solutions for 17 airports
managed by AAl. In the next phase, similar solutions could be implemented across all
otherairports.

< Roltaimplemented the“Dial 100" solution for Mumbai police. This is similar to the“Dial
911" solution used by the police departments in the US. A similar implementation is
expected across 32 police departments across the country.

EDA - exposure torefining and power bode well

The company's EDA business (33% of revenues) derives its revenues largely from the refining
and power sectors. We believe both these sectors are insulated based on the demand-supply
gap that exists. The power sector for instance envisages capacity additions of 78,000MW by
2012.Based on our internal estimates we believe 56,000MW should be achievable. This alone
is 2x the addition in the previous five years.

Table 2: Sectors like refining and power driven by demand supply gap

Business Contribution to Remarks
EDA revenues (%)

Refining 65 Refining sector on an up-cycle.

Power 30 Huge power deficit in the country. Even if 50% of the
11th plan estimates were to fructify, it would be 2x the
10th plan.

Shipping 5 Shipbuilding industry sitting on huge order-books

spread over the nextfew years.

Source: Company, Centrum Research




Rolta has a broad customer base insulating it
from client specific risks
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EICT - expanding scope and acquiring capabilities

Rolta currently derives 17% of its revenues from the EICT business. The EICT business has
largely been driven by the company's definitive agreement with CA (Computer Associates) to
implement and provide services to CA's customers across North America, Europe and the
Middle East. The scope of this agreement initially covered Canada and UK, but was expanded
to cover North America, Europe and Middle East last year. Being the No.1 partner for CA's
security solutions with an expanded market space, we believe the company would be
insulated from any slowdown.

Table 3: Expanded geographic scope and increasing profitability of acquisition

Business Contribution Remarks
to revenues (%)

EICT 17 To continue to grow on the back of an expanded
geographic scope for implementation of CA's
(Computer Associates) security solutions. Acquisition of
TUSC to further add to revenues and higher off-shoring
of TUSC's business to drive margins

Source: Company, Centrum Research

TUSC presents asignificant buffer against any slowdown

More recently, the company acquired TUSC (The Ultimate Software Consultants) for $45mn.
This acquisition is reported under EICT and reported revenues of $48mn last year. TUSC is
acknowledged as an Oracle specialist and adds significant integration capabilities for Oracle-
based databases. TUSC also brings with it a product called “Periscope” that allows pulling up
and putting in data across 100 disparate databases (Oracle, SQL Server, Sybase, MS Access,
DB2etc.)

This business is growing in excess of 30% and was largely restricted to the US market. Post the
acquisition Rolta will take TUSC to its customers globally thereby increasing its market space.
We believe this again would present a significant buffer against any slowdown.

Limited client concentration - afurther bonus

Rolta also has a limited client concentration risk with its top five clients contributing not more
than 20% torevenues.Thisis significantly lower than its closest peer — Infotech Enterprises.

Table 4: Widespread customer base viz-a-viz peer a further bonus

Concentration (%) Top 5 Top 10 Others
Rolta 20 26 74
Infotech Enterprises 42 58 42

Source: Company, Centrum Research
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Acquisitions and JVs - making of an engineering consulting power house

We believe Rolta has successfully filled gaps in its portfolio through acquisitions and JVs. The
two acquisitions that are to follow would give it significant capabilities in providing
engineering design services to core infrastructure areas like bridges, high-rise buildings, etc
and also business intelligence that would help its customers extract more value from their
spatial and engineering databases. We believe these are extremely niche capabilities and
unique as a combined portfolio which comfortably places the company as a key player in the
engineering consulting space. With GIS as a planning tool for infrastructure projects, the
company's portfoliois quite unmatched by any playerin the industry.

Table 5: JVs and alliances build an unbeatable business portfolio

Strategic alliance partners

Domain expertise

Remarks

Stone & Webster (JV) Nuclear, fossil fuel and geothermal With the projected addition of 78,000MW of power by
power plantsand PG pIanFs for 2012 and oil refining capacities expected to grow at a
pol){mers, com_modlty chemicals, CAGR of 28% by 2012 the addressable opportunity for
olefinsand refining. the joint venture is enormous

Intergraph GIS and CAD/CAM applications in Intergraph has a significant market share in
various verticals like plant design India for GIS systems.
and engineering, ship building etc.

Computer Associates IT management software provider. Definitive agreement for three years with assured
Partnership with Rolta for E- revenues
security solutions

Thales (JV) Defence, aerospace and security To address Command, Control, Communications,

Computers, Intelligence, Surveillance, Target
Acquisition and Reconnaissance (C4ISTAR) information
systems, fordomestic and international markets

Source: Company, Centrum Research

JVwithThalestoadd upsidesto our estimates

Rolta's JV with Thales (51:49) brings with it significant revenue potential. Thales is a €10bn
French defence company. Rolta has invested Rs50mn in the JV and would only need to use its
existing infrastructure and manpower to exploit the JV's revenue potential. The
management has guided to revenues of US$500mn for the JV over the next five years starting
FY09 and this has been corroborated by a similar statement from Thales to its shareholders.
We believe these revenues would flow in a J-curve with the first two years being used for
small pilots and proof of concept.

Rolta-Thales poised to capture a slice of
India’s defence modernisation opportunity

The JV was formed to target opportunities in the defence establishment. More specifically, it
aims to address the C4ISTAR (Command, Control, Communication, Computers, Intelligence,
Surveillance, Target Acquisition, Reconnaissance) requirements of the three armed forces.
C4ISTAR adds command control capabilities integrating all assets on the battlefield and the
soldiertoa central command control (essentially an ERP for the battle field).

Rolta recently acquired defense industrial licenses for the manufacture of Maritime
Aerospace, Electronic Warfare, Optronics and Communications equipments and systems.
This will help capture business that would come as an offset requirement of the Indian
defence establishment.

(10)



Adding significant capabilities through
acquisitions
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Stone &Webster JV to benefit if India signs the nuclear deal

Rolta's JV with Stone & Webster would become a significant beneficiary if the Indo-US
nuclear deal goes through. Stone & Webster is a major player in engineering and construction
of nuclear, fossil fuel, hydro and petrochemical plants globally. Stone & Webster's parent, the
Shaw group has revenues of over $5bn with an order backlog of $16.4bn. The Shaw group
acquired a 20% stake (October 2006) in a nuclear reactor maker — Westinghouse Electric Co, a
leading supplier of nuclear power plants and technologies globally. Signing the nuclear deal
would open doors for technology transfer to India thereby benefiting the JV, which would bid
for these nuclear power projects. The JV currently acts as an offshore base for Stone &
Webster's global design requirements. The JV's revenues have grown at CAGR of 122% over
FY06-08 grossing revenues of $17mnin FY08.

Recentacquisitions have added significant capabilities

Rolta acquired two companiesin FY08 -Orion and TUSC (The Ultimate Software Consultants).
We believe these two acquisitions add significant capabilities in data integration from
disparate databases, a key gap in Rolta's portfolio. Post the acquisition, Rolta can now take
these capabilities across its customers globally to help integrate data from across disparate
spatialand engineering databases.

The integration projects for Orion's “Onpoint” solution fetch billing rates in excess of US$100
per hour reflecting strong value in the acquisition. TUSC was acquired for US$45mn (revenue
of US$48mn), which is acknowledged as an Oracle specialist and adds significant integration
capabilities for Oracle- based databases. TUSC also brings with it a product called “Periscope”
thatallows pulling up and putting in data across 100 disparate databases (Oracle, SQL Server,
Sybase, MS Access, DB2 etc.)

Future acquisitions to drive further upsides

Rolta had raised US$150mn through a zero coupon FCCB (YTM: 6.75%) on 28 June 2007 to
fund acquisitions and capex. The company has already made two acquisitions fand plans to
make two more with a budget of US$100 - 150mn. Of the two Rolta has already signed an
agreement to acquire one namely - Whittman Hart Consulting (Chicago based). Although
the size of the acquisition has not been announced we believe it would be a small one as it
was acquired with the intent of only adding capabilities in the business intelligence space.
We believe these acquisitions would add significant capabilities transforming Rolta into an
engineering consulting power house.




Key concerns
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Integration of acquisitions

Rolta has adopted an inorganic growth strategy to enhance its service offerings and build a
unique business model. Rolta has already made two acquisitions — Orion and TUSC ($45 mn).
The company plans to make two more acquisitions with a budget of
$100-$150 mn. Rolta has put in key management personnel in place however acquisitions of
this scale have not been undertaken by the company in the past. The company's ability to
successfully manage these acquisitions would be a cause for concern.

Non conversion of FCCB and unfavourable exchange movement

Rolta had raised a $150 mn FCCB for acquisitions and capital expenditures. These are zero
coupon bonds convertible into equity shares till 2012. The continued depreciation in the
rupee and non conversioninto equity could entail losses on account of currency.

Supply of quality manpower

Rolta requires highly skilled manpower for the kind of services that it offers. Although we
believe the company has mitigated this risk with the Rolta academy, inability to source
quality talent could be akey concern.

TUSCacquisition

Rolta plans to increase TUSC's margins from its current levels (11% EBIDTA margin) to
company level margins over the next three to five years. The company plans to do this
through higher offshoring. We have not assumed the benefits of this in our estimates and
would be an upsiderisk to our estimate if the company achievesits target.

RoE decretive acquisition
Rolta plans to make a large acquisition in the current financial year. An RoE decretive

acquisition could be adownside risk to our estimates.
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Businesslines to demonstrate robust revenue growth

Rolta is expected to demonstrate robust revenue growth across all its business segments on
the back of a strong order-book and emerging opportunities across its lines of businesses.
While GIS would account for a significant portion of revenues, we believe EDA and EICT would
increase contribution to revenues. We expect the GIS, EDA and EICT businesses to register a
CAGR0f 29%, 35% and 53% respectively over FY08-10E.

Financial Analysis

Chart 8: Revenue contribution from EDA and EICT to increase
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Returnratios toimprove

We expect return ratios to improve over the next two years with the company growing at a
robust pace. Moreover with over $100mn of cash being used for acquisitions, we believe
there could be afurther uptick to our estimates.

Chart 9: Return ratios on an uptick
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EBIDTA margins toremainrobust

We believe Rolta’s existing businesses would continue to garner robust margins, however the
company's average margins post the acquisition of TUSC would see it decline by 185bp over
the next two years. Even post this decline margins would be amongst the highest in the
industry. TUSC has EBIDTA margins of about 11%. The company plans to increase TUSC's
margins by off-shoring upto 40% over the next 2-3 years. We would wait for the company's
effortsin off-shoring to fructify before we take a call on this front.

)
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Chart 10: EBIDTA margins to remain robust
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Amongst the highest PAT margins and PAT per employeein theindustry

Rolta has amongst the highest PAT margins in the industry, next only to Infosys. However in
terms of revenue per employee and PAT per employee it outclasses all its near and distant
domestic peers.”Fugro NV’ a Netherland based GIS service provider is the only company with
significantly higher revenues per employee and PAT per employee. This can be attributed to
the company's business model of offering equipment for company's in offshore oil
exploration and hence notadirect comparable on this parameter.

Table 6: Amongst the most profitable in the industry

Rs mn Rolta Infotech FugroNV Infosys HCLTech Satyam
FY08 Enterprises

Revenue per employee 2.1 1.0 10.1 1.6 1.5 1.8
PAT per employee 0.4 0.1 1.2 0.4 0.3 0.4
PAT margins (%) 214 12.7 12.0 279 17.6 20.8

Source: Company, Centrum Research

Debtor days declining

Rolta historically had high debtor days (254 days in FY05) because of its high exposure to
government contracts. This has declined over the years (171 days in FY08) as the EDA and
EICT businesses increased their share of revenues. Post the acquisition we expect this to
declinefurtherin FY09to 152 daysand FY10to 146 days.

Chart 11: Debtor days on a downward trend
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Valuation
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Growth notintheprice

We believe Rolta is among the few companies insulated from a slowdown and foreign
exchange fluctuations. The company has net dollar inflows of only 3%-4% as it derives over
55% of its revenues from the domestic market while a large portion of dollar revenues have a
natural hedge.This coupled with the high growth trajectory and multiple triggers in the form
of acquisitions, upsides from the Thales JV and further enhancement of opportunities for the
StoneandWebster JV post the signing of the nuclear deal are set to keep the stock buoyant.

Moreover Rolta's value proposition to its customers is unique, quite unmatched by its
competitors. The value the company commands s visible in its margins. The company enjoys
amongst the highest revenue per employee and PAT per employee in the industry. Return
ratio's are also on an uptick. We arrive at a DCF based price target of Rs 367, which discounts
our FY10EEPS(diluted) of Rs 24.5 by 15x giving us an upside of 18% from current levels.

Table 7: DCF Valuation Table 8: Sensitivity analysis

DCF Valuations (Rs mn) WACC % 11 12 13 14 15 16 17
WACC (%) 14.4 472 422 381 345 314 287 264
PV of cashflow till FY24 27,517 § 494 439 394 355 322 204 269
Terminal growth rate (%) 3.0 S o 521 459 409 332 301 275
e 225 ge- 555 484 427 381 342 310 282
PV of terminal cash flow 21,168 £ 600 516 450 398 356 320 290
Total PV 48,686 i

Less Debt 6.938 662 557 480 419 371 332 299
PV cash (Add) 5’41 4 Source: Company, Centrum Research

Per share value (Rs) 367

Assumptions

Beta 1.04

Risk free rate (%) 9.0

Market return (%) 16.0

Source: Compary, Centrum Research Table 9: Premium to peers justified

Fugro Infotech Rolta
Enterprises
Revenue growth (%) FYOSE 18.3 30.6 394
Chart 12 : P/E Band - Multiple triggers to
ki h k
keepthe stock buoyant EBIDTA (%) FYO9E 19.1 187 34.1 Almost double
400 FY10E 19.3 18.6 345 _the industry
350 +
] RONW (%) FYO9E 34.1 18.1 24.7
e S
150 1 ‘
100 4 vf‘“ = -
= o o .
50— Dividend yield (x) FYO9E 35 0.7 1.2
/(:pr—oﬁ Sep:—06 Fel;—07 Jul‘f07 De;—O? Ma)‘/—OS FY1 OE 39 09 1 6
Source: Bloomberg, Centrum Research
EV/EBIDTA (x) FYOOE 6.6 6.6 9.3
FY10E 5.7 5.5 7.0
P/E (x) FYO9E 11.6 10.0 17.1
FY10E 10.3 8.6 12.6

Source Consensus estimates, Centrum Research
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Financial Statements

Profit & Loss Account

Y/E June (Rs mn) FY06 FYO7 FY08 FYO9E FY10E
Net Sales 5,349 7,114 10,722 14,947 19,724
-Growth (%) 29.0 33.0 50.7 394 32.0
Personnel cost 1,393 1,928 3,200 5,458 7,204
% of sales 26.0 27.1 29.8 36.5 36.5
Materials & subcontracting costs 1,221 1,690 2,560 2,933 3,870
% of sales 22.8 23.8 23.9 19.6 19.6
Other expenses 506 630 1,064 1,466 1,845
% of sales 9.5 8.9 9.9 9.8 9.4
EBIDTA 2,229 2,866 3,898 5,089 6,804
-EBIDTA margin (%) 41.7 40.3 36.4 34.1 34.5
Depreciation 747 1,018 1,383 1,755 2,124
EBIT 1,482 1,848 2,515 3,334 4,681
Interest expenses 147 7 - - -

PBT from operations 1,335 1,841 2,515 3,334 4,681
Other non operating income 85 103 170 446 441
PBT 1,420 1,943 2,685 3,780 5122
-PBT margin (%) 26.5 27.3 25.0 25.3 26.0
Provision for tax 147 217 388 529 717
Effective tax rate (%) 10.3 11.1 14.4 14.0 14.0
Net profit 1,273 1,726 2,297 3,251 4,405
-Growth (%) 41.1 35.6 33.1 41.5 355
-Net profit margin (%) 23.8 24.3 214 21.8 22.3

Source: Company, Centrum Research
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Balance Sheet

CENTRUM

Y/E June (Rs mn) FYO06 FY07 FYO08 FYO9E FY10E
Share capital 799 801 1,609 1,609 1,609
Reserves & surplus 8,615 9,665 10,232 12,704 16,052
Total shareholder's fund 9,414 10,466 11,841 14,313 17,661
Loan fund 98 6,177 6,938 6,938 6,938
Deferred tax liability 253 346 395 395 395
Minority interest - - 15 15 15
Total capital employed 9,765 16,988 19,190 21,661 25,010
Gross block 6,695 8,283 10,583 14,533 18,033
Accumulated depreciation 2,852 3,619 4,090 6,105 8,228
Net Block 3,843 4,664 6,493 8,429 9,805
Capital WIP 682 1,463 1,729 1,300 1,000
Net fixed assets 4,524 6,127 8,222 9,729 10,805
Investments 1,124 976 2,816 2,816 2,816
Goodwill on consolidation 67 60 2,000 2,000 2,000
Cash and bank 887 6,390 2,598 2,263 3,142
Inventories 234 206 215 433 572
Debtors 3,262 3,770 5,018 6,228 7,890
Other current assets and loans and advances 745 885 1,160 2,054 2,642
Total current assets and loans and advances 5,128 11,251 8,991 10,978 14,245
Current liabilities and provisions 1,078 1,426 2,839 3,862 4,856
Net current assets 4,050 9,825 6,152 7,116 9,389
Deferred tax assets - - - - -

Total assets 9,765 16,988 19,190 21,661 25,010

Source: Company, Centrum Research
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Cash flows Statement
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Y/E June (Rs mn) FY06 FYO07 FY08 FYO9E FY10E
Cash flow from operating activities

Pre tax profit from operations 1,335 1,841 2,515 3,334 4,681
Depreciation 747 1,018 1,383 1,755 2,124
Interest expenses 147 7 - - -
Other non cash charges 14 100 65 - -
Operating profit before working capital change 2,242 2,967 3,963 5,089 6,804
Working capital adjustments (591) (273) (118) (1,299) (1,394)
Direct tax paid (147) (217) (388) (529) (717)
Net cash generated from operating activities 1,504 2,477 3,457 3,261 4,693
Cashflow from investing activities

Capex (1,637) (2,621) (3,477) (3,262) (3,200)
Investments (1,059) 148 (1,840) - -
Acquisition - - (1,940) - -
Interest/dividends received/sale of securities 85 103 179 446 441
Net cash generated from investing activities (2,612) (2,371) (7,079) (2,816) (2,759)
Cash flow from financing activities

Proceeds from share capital and premium 4,365 (110) 808 - -
Borrowings/(Repayments) (1,764) 6,079 761 - -
Interest paid (147) (7) - - -
Dividend paid (365) (470) (473) (780) (1,057)
Addition to reserves on amalgamation (426) (95) (1,266) - -
Net cashflow from financing activities 1,664 5,397 (170) (780) (1,057)
Net cash increase/(decrease) 556 5,502 (3,792) (335) 878
Cash at the start of the year 331 887 6,390 2,598 2,263
Cash at the end of the year 887 6,390 2,598 2,263 3,142

Source: Company, Centrum Research




Ratio Analysis
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Y/E June FY06 FYO7 FY08 FYO9E FY10E
Profitability ratios (%)

EBIDTA margin 41.7 40.3 36.4 34.1 345
PBIT margin 27.7 26.0 235 223 23.7
PBT margin 26.5 27.3 25.0 253 26.0
PAT margin 23.8 24.3 214 21.8 22.3
Growth (%)

Revenue 29.0 33.0 50.7 394 320
EBIDTA 51.0 28.6 36.0 30.6 337
Net profit 41.1 356 33.1 415 355
Return ratios (%)

ROCE 17.2 13.0 12.7 15.9 18.9
ROIC 19.0 18.9 18.4 18.9 226
ROE 18.2 17.4 20.7 24.9 27.6
Turnover Ratios

Asset turnover ratio (x) 0.5 0.4 0.6 0.7 0.8
Working capital cycle (days) 237.2 355.9 271.9 162.0 152.7
Average collection period (days) 222.6 193.4 170.8 152.1 146.0
Average payment period (days) 76.4 68.0 228.6 228.6 228.6
Per share (Rs)

Basic EPS 15.9 21.6 14.3 20.2 27.4
Fully diluted EPS 7.8 10.6 12.8 18.1 245
Book value 58.5 65.0 73.6 89.0 109.8
Solvency Ratio

Debt-equity 0.0 0.6 0.6 0.5 0.4
Interest coverage ratio 10.7 264.8 0.0 0.0 0.0
Valuation

P/E 39.7 29.3 243 17.1 12.6
P/BV 53 4.8 4.2 35 2.8
EV/EBIDTA 20.7 16.4 12.6 9.3 7.0
EV/Sales 2.0 6.8 4.8 35 2.6
M-cap/Sales 9.3 7.0 4.7 33 2.5

Source: Company, Centrum Research
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Incorporated in 1989, Rolta derives its revenues from three segments viz GIS (Geospatial
Information Systems), EDA (Engineering Design & Automation) and EICT (Enterprise
Information & Communication Technology). The company has adominant position in the GIS
market in India while the defence establishment is a large customer. The company claims to
have a 95% wallet share of the defence spendsin GIS India. In the EDA segment the company
has a dominant share and has enhanced its expertise to increase its breadth and depth of
offerings. In the EDA segment, Rolta formed a 50:50 joint venture with Stone & Webster to
capture emerging opportunities in the power and refining sectors in the country. The
company also initiated a 51:49 JV with Thales to cater to the growing requirements of India's
defence establishments.The company's EICT business, which began as a services provider for
CA's (Computer Associates) e-security solutions is evolving as a third layer that weaves
database management and business intelligence with the company's GIS and EDA
businesses thereby creating a value proposition quite unmatched by competitors. The
company has alliances with Intergraph and Computer associates to provide
Geospatial/digital mapping services and e-business related security solutions respectively.
Rolta has 5269 employees and over 500,000 sq ft of facilities. Rolta is expanding its facilities in
SEZ zones in Mumbai and Kolkata. The company is certified for ISO 9001:2000, BS7799, SEI
CMM Level 5 and BS 15000. Rolta also has an impressive client list that includes the likes of
British Telecom, Exxon, Saudi Telecom, Canadian Hydrographic Service, Cingular, Shell and
many others.

Annexure

Company Background

Chart 13: Rolta's tri-layer value proposition

GIS

Mapping and detailing

i Dashboards j

Susiness Intelligencej
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Plant design Both mapping and plant data sit
on databases. ECIT aids collating
and extracting these for asset
management, tracking, planning,
navigation etc.

Source: Company, Centrum Research

| Rolta India :



CENTRUM
Strong managementbandwidth

Rolta has a strong management with vast experience. We believe the quality of the company's manpower is a key to its niche offerings.

Name Designation Remarks

Mr Kamal.K Singh Chairman & Managing Director He is the founder of Rolta and is recognised as a pioneer in the
CAD/CAM/GISfieldinIndia

Mr. Atul DevTayal  Joint Managing Director He has been with Rolta for the past 21 years. His primary
responsibility is to drive sales and marketing in the domestic
market. He is also the Managing Director of the Rolta-Thales JV and
the Directorincharge for the Stone and Webster JV

Dr Aditya K Singh Joint Managing Director He is responsible for overall administration and infractructure

Mr. A.P Singh Joint Managing Director He is responsible for delivery and operations of the GIS and EDA
business. He has been with the company for over 25 years. Has over
35 years of experience and has worked with Seimens, IBM and
Metal Box in the past

Mr. Ben Eazzetta President International operations Ben is responsible for sales and marketing in the international
markets. He also drives the company's M&A activities and is
responsible for the integration of acquisitions as well. Prior to
joining Rolta, Mr Eazzetta was President of the Security
Government & Infrastructure division of Intergraph corporation.
He also worked with Exxon for 12 years with extensive experience
in planteconomics, refinery operations and maintenance

Mr. Hiranya Ashar Director finance and Chief financial officer ~ Hiranya has over 10 years of experience in managing corporate
finance, project managementand fund raising

Ms Preetha Pulusani Joint Managing Director She has over 25 years of experience with Intergraph corporation at
various senior management levels. She heads the EICT business
andisalsoincharge of the Rolta Academy and the HR function

Immediate peers

In our view Infotech Enterprises and Fugro NV are the closest peers that are listed on stock
exchanges. Although both these companies have strong GIS capabilities the portfolio of
offerings varies.

Infotech Enterprises
Infotech Enterprises was founded in 1991 and derives its revenues from three segments. GIS,

Engineering servicesand IT services. The engineering services part of the business is different
from Rolta as it caters more to aerospace and automotive industries. The company has
recently entered plant design however revenues are still insignificant. The company recorded
revenues of Rs6741mn and a net profit of Rs856 mnin FY08.

FugroNV

Fugro is a Netherland based GIS player. The company operates in a niche segment focussing
on geospatial offshore surveys for oil exploration companies. The company provides
acquisition, processing and interpretation services for geophysical and geological data,
reservoir modelling and estimation of the presence of oil and other gases and minerals. The
company also provides seismic equipment and vessels. The company recorded revenues of
Eur1803 mnandanet profitof Eur273 mnin CY2007.

(1)
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Table 10: Assumption sheet

FYO07 FY08 FYOOE FY10E
Employee (nos)
Net additions 921 1,240 1,324 1,793
Total employees 4,029 5,269 6,593 8,386
Billing rates (US$/hr)
GIS 19.6 19.9 21.1 21.4
Growth (%) 1.6 6.1 1.4
EDA 243 27.5 29.6 30.5
Growth (%) 13.4 7.5 3.1
EICT 85.4 115.5 147.3 147.1
Growth (%) 35.3 27.6 (0.2)
Growth (%)
GIS 22.8 31.2 26.7 31.7
EDA 43.6 57.7 37.2 324
EICT 65.3 124.0 78.1 31.8

Source: Company, Centrum Research

Chart 14: Geographic Mix - FY08
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Centrum Broking Pvt. Ltd.(“"Centrum”) is a full-service, Stock Broking Company and is a member of The Stock Exchange,
Mumbai (BSE) and National Stock Exchange of India Ltd. (NSE). Our holding company Centrum Capital Ltd. is an investment
banker and an underwriter of securities. As a group Centrum has Investment Banking, Advisory and other business
relationships with a significant percentage of the companies covered by our Research Group. Our research professionals
provideimportantinputsinto the Group's Investment Banking and other business selection processes.

Disclaimer

Recipients of this report should assume that our Group is seeking or may seek or will seek Investment Banking, advisory, project
finance or other businesses and may receive commission, brokerage, fees or other compensation from the company or
companies that are the subject of this material/report. Our Company and Group companies and their officers, directors and
employees, including the analysts and others involved in the preparation or issuance of this material and their dependants,
may on the date of this report or from, time to time have "long" or "short" positions in, act as principal in, and buy or sell the
securities or derivatives thereof of companies mentioned herein. Our sales people, dealers, traders and other professionals may
provide oral or written market commentary or trading strategies to our clients that reflect opinion that are contrary to the
opinions expressed herein, and our proprietary trading and investing businesses may make investment decisions that are
inconsistent with the recommendations expressed herein. We may have earlier issued or may issue in future reports on the
companies covered herein with recommendations/ information inconsistent or different those made in this report. In
reviewing this document, you should be aware that any or all of the foregoing, among other things, may give rise to or potential
conflicts of interest. We and our Group may rely on information barriers, such as "Chinese Walls" to control the flow of
information contained in one or more areas within us, or other areas, units, groups or affiliates of Centrum.

This report is for information purposes only and this document/material should not be construed as an offer to sell or the
solicitation of an offer to buy, purchase or subscribe to any securities, and neither this document nor anything contained herein
shall form the basis of or be relied upon in connection with any contract or commitment whatsoever. This document does not
solicit any action based on the material contained herein. It is for the general information of the clients of Centrum. Though
disseminated to clients simultaneously, not all clients may receive this report at the same time. Centrum will not treat recipients
as clients by virtue of their receiving this report. It does not constitute a personal recommendation or take into account the
particular investment objectives, financial situations, or needs of individual clients. Similarly, this document does not have
regard to the specific investment objectives, financial situation/circumstances and the particular needs of any specific person
who may receive this document. The securities discussed in this report may not be suitable for all the investors. The securities
described herein may not be eligible for sale in all jurisdictions or to all categories of investors. The countries in which the
companies mentioned in this report are organized may have restrictions on investments, voting rights or dealings in securities
by nationals of other countries. The appropriateness of a particular investment or strategy will depend on an investor's
individual circumstances and objectives. Persons who may receive this document should consider and independently evaluate
whether it is suitable for his/ her/their particular circumstances and, if necessary, seek professional/financial advice. Any such
person shall be responsible for conducting his/her/their own investigation and analysis of the information contained or
referred to in this document and of evaluating the merits and risks involved in the securities forming the subject matter of this
document.

The projections and forecasts described in this report were based upon a number of estimates and assumptions and are
inherently subject to significant uncertainties and contingencies. Projections and forecasts are necessarily speculative in
nature, and it can be expected that one or more of the estimates on which the projections and forecasts were based will not
materialize or will vary significantly from actual results, and such variances will likely increase over time. All projections and
forecasts described in this report have been prepared solely by the authors of this reportindependently of the Company. These
projections and forecasts were not prepared with a view toward compliance with published guidelines or generally accented
accounting principles. No independent accountants have expressed an opinion or any other form of assurance on these
projections or forecasts. You should not regard the inclusion of the projections and forecasts described herein as a
representation or warranty by or on behalf of the Company, Centrum, the authors of this report or any other person that these
projections or forecasts or their underlying assumptions will be achieved. For these reasons, you should only consider the
projections and forecasts described in this report after carefully evaluating all of the information in this report, including the
assumptions underlying such projections and forecasts.

[____Roltaindia 0, ()
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The price and value of the investments referred to in this document/material and the income from them may go down as well as
up, and investors may realize losses on any investments. Past performance is not a guide for future performance. Future returns
are not guaranteed and a loss of original capital may occur. Actual results may differ materially from those set forth in
projections. Forward-looking statements are not predictions and may be subject to change without notice. Centrum does not
provide tax advise toits clients, and all investors are strongly advised to consult regarding any potential investment. Centrum
and its affiliates accept no liabilities for any loss or damage of any kind arising out of the use of this report. Foreign currency
denominated securities are subject to fluctuations in exchange rates that could have an adverse effect on the value or price of
or income derived from the investment. In addition, investors in securities such as ADRs, the value of which are influenced by
foreign currencies effectively assume currency risk. Certain transactions including those involving futures, options, and other
derivatives as well as non-investment-grade securities give rise to substantial risk and are not suitable for all investors. Please
ensure that you have read and understood the current risk disclosure documents before entering into any derivative
transactions.

This report/document has been prepared by Centrum based upon information available to the public and sources, believed to
be reliable. No representation or warranty, express orimplied is made thatitis accurate or complete. Centrum has reviewed the
report and, in so far as it includes current or historical information, it is believed to be reliable, although its accuracy and
completeness cannot be guaranteed. The opinions expressed in this document/material are subject to change without notice
and have no obligation to tell you when opinions orinformationin this report change.

This report or recommendations or information contained herein do/does not constitute or purport to constitute investment
advice in publicly accessible media and should not be reproduced, transmitted or published by the recipient. The report is for
the use and consumption of the recipientonly. This publication may not be distributed to the public used by the public media
without the express written consent of Centrum. This report or any portion hereof may not be printed, sold or distributed
without the written consent of Centrum. Neither this document nor any copy of it may be taken or transmitted into the United
State (to U.S.Persons), Canada, or Japan or distributed, directly or indirectly, in the United States or Canada or distributed or
redistributed in Japan or to any resident thereof. The distribution of this document in other jurisdictions may be restricted by
law, and persons into whose possession this document comes should inform themselves about, and observe, any such
restrictions. Neither Centrum nor its directors, employees, agents or representatives shall be liable for any damages whether
direct orindirect, incidental, special or consequential including lost revenue or lost profits that may arise from or in connection
with the use of the information.
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Any enquiries, please contact:

Harendra Kumar  Head Research +91-22-6724 9620 - harendra.kumar@centrum.co.in
V. Krishnan Sales +91-22-6724 9658 +91 98216 23870 v.krishnan@centrum.co.in
Ashish Tapuriah Sales +91-22-6724 9675 +91 99675 44060 ashish.tapuriah@centrum.co.in
Chirag Vora Sales +91-22-6724 9677 +91 98207 63682 chirag.vora@centrum.co.in

Key to Centrum Investment rankings:

Buy : Expected to outperform Nifty by >15%, Accumulate : Expected to outperform Nifty by +5 to15%, Hold : Expected to outperform Nifty by
-5%to+ 5%, Reduce: Expected to underperform Nifty by 5 to 15%, Sell : Expected to underperform Nifty by >15%
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