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Nucleus Software
Investors/Analysts Conference Call
October 17, 2005

Moderator

G ood evening, Indies and gentlemen. | am Parimala, the moderator for this conference.
Welcome hnn ucleus Software Conference Call. For the duration of the presentation, all
participantsElines will be in listen-only mode. | will be standing by for the question and
answer session. | would like to handover to Ms. Poonam Bhasin of Nucleus Software.
Thank you and over to Ms. B hasin.

Poonam B hasin

Thank you Parimala. G ood evening, Indies and gentiemen, | am Poonam, Company
Secretary, Nucleus Software Exports Ltd. We are thankful to you all for joining us today
to discuss the financinl results for the quarter and half year ended September 30, 2005.
Today, we have our Managing Director, Mr. Uishnu R. Dusad, PresidentG lobal D elivery
Head, Mr. R. P. Singh, and Chief Financial 0 fficer, Mr. P K Sanghi, Product
Management G roup Head, Mr. Prakash P i, and G lobal Sales and Marketing Head, Mr.
Nirnj Vedwa, to answer all your queries. We will commence with a brief overview of the
performance of the company during the quarter and half year ended. After this, we are
open to questions. | now hand over to Uishnu, Managing D irector of Nucleus S oftware.

Thank you, Poonam. G ood evening, everybody. We thank all of you for tnking time out
to be with us today on this call for the second quarter and half year results, ended
September 30th. | am extremely happy to announce an incrense of i8% growth on
year-on-yenr basis in consolidated revenues from software products and services to Rs.
35.72 crore ngninst revenue of Rs. 24.12 crore in the corresponding quarter of the
previous year. For the half year, the consolidated revenue is 52 higher atRs. 68.56
crore against Rs. 45 crore in the corresponding half-year period in the previous year.
Net profit of the quarter is Rs.8.78 crore ngninst Rs. 3.38 crore in the corresponding
quarter previous year, an incrense of 158 . Net profit for the half year is Rs. 17.36
crore agninstRs. 6.33 crore in the corresponding half-year, an incrense of 17% . EPS
for the quarter is Rs. 5.45 against an EPS of Rs. 2.11 for the corresponding quarter
previous year, and for the half year, EPS is Rs. 10.81 against Rs. 3.93 for the
corresponding half year Instyear.

As you know, our focus has nlways been on crenting world-class intellectunl property
and we are extremely encournged by the product business growth in the Iast three
quarters. Product revenues in the quarter are Rs. 12.83 crore, which is 380 of totnl
revenue. In the previous quarter, productrevenue was Rs. 11.32 crore; and when | say
previous quarter, | am referring to the quarter ending June, which was 34.% of totnl
revenue. For the half year, productrevenue is Rs. 24.14 crore, which is 3% of the half-
year revenue. To provide the right perspective for the whole year Instyear, the product-




relnted revenue was Rs. 26.42 crore, which was only 286 of the totnl revenue. In
comparison with the six-month period Instyear, productsegmentrevenue has incrensed
by 1886 while revenue from projects and services has incrensed by 2% . We are on
target for growth of the product segment and today, our products are finding incrensing
ncceptance nll over the world. With our business model continuing to yield positive
results, we are now planning to invest further in product development and add new
products to the portfolic. Banking and financial services focus will continue and itis our
dream to crente products, which ennble consumer loans of small to big amount and to
be highly technology driven. In terms of employee strength, we continue to scale up.
We ndded 54 employees during the quarter, taking the totnl to 989 from 878 as on
March 31, 2005, and now | would like to invite my colleague, R. P. Singh, who is our
Presidentand Head, G lobal D elivery, to share his partofthe update. 0 ver to you, R. P.

R.I’.Singh

Thank you, Uishnu, and good evening everyone. This quarter again saw EuropeE
contribution to our revenue go up n notch, to 14.580 from 12.1%% Iastquarter. For the
entire Instyear, this contribution stood at4.53% . Indin grew to 9.486 from 7.58% in the
Inst quarter and 8 in the Inst full year. Southenst Asin and the Far Enst our Iargest
contributors, stood nt 68 ns against 7% in the Inst quarter and 8086 in the lnst year.
On one of our of key initintives, the implementation at 6 MAC, Itnly, the first European
country rollout the progress is moving well, and we should be able to go live within the
calendar year, as planned. The implementation of our LOS at6 MAC C hinn is delayed a
bitbecause of infrastructure rendiness at the customer site, but now we should be able
to complete the project within this quarter. This quarter, we nlso focused on testing our
productimplementntions for Inrger scale on the scalability front Finn0 ne, of course, is
nlrendy supporting portfolios in access of five million loans with upwards of 3000 users
working on it at the same time, but with the growth envisaged in the Indian financing
market and our entry into markets with very Iarge scale operations, these tests give us
grenter confidence of supporting our customers on their businesses, and help them grow
smoothly.

I, now, handover to Pramod, our CFO, for his updnie.
Pramod

Welcome, everyone! | will come to the sequentinl numbers, which | am sure of are of
greatinterest C onsolidated revenue is up by 8.786 over the previous quarter. Software
development expenses have incrensed to 58 of revenue agninst 5% in the previous
quarter with S6 &\ expenses at 1% of revenue ngninst 18 in the previous quarter.
The EBITDA is nt38c compared with 32.8% in the quarter ended June 30. 0 pernting
margins have fallen primarily due to incrense in staff costs, as we have effected
increments, effective July 1 for both Indin and Singapore operations, which accounts for
9% plus of our people. Totnl expenses on personnel have risen in the quarter by Rs.
1.65 crore, which is 4.8c of the quarterls revenue. With general and administrative
expenses falling in both absolute and percentnge terms, we have contnined the impact
to 2.8% ntthe EBITDA level The impact of higher product segment revenue is also
favorable on the EBITDA, butitis parlly offset by the lower margins in the services
business. Deprecintion for the quarteris up atRs. 1.4 crore ngainstRs. 1.25 crore in the
previous quarter, s we have fully deprecinted software licenses of R s. 0.25 crore, which
are individually below Rs. 5000. We do not expect this kind of expenditure in the




immedinte quarters ngain. Net profit afler tax is Rs. 8.78 crore, up by 2.2% over
Rs. 8.59 crore in the previous quarter and we have largely absorbed the salary increase
ntlenstin the absolute numbers if notin the operating margin numbers at the moment
The EPS is 5.45 compared with 5.3 in the previous quarter. As Uishnu has mentioned
earlier, and | would nlso like to emphasize thatproductrevenue for the half year are Rs.
24.14 crore agninst 8.43 crore in the first half-year of the previous year and Rs.17.98
crore in the second half of the previous year. You know, growth in this segmentis far
greater than the growth in the projects and services space and has enabled us to
incrense and maintain margins. In terms of receivables, we are running days of sales
receivables at 53 days, as of September 30 against 72 in June, and 55 in March. We
had mentioned in June thatthe June figure was an anomaly because of delay from one
of our clients, and all of those payments were renlized in July. Totnl netreceivables are
AtRs.23.3 crore. In terms of capex, we spentaboutRs.1.51 crore, Inrgely on computers
and networking equipment The expenditure on the cafeterin and recreation block will
really start coming in this quarter and we would probably spend about Rs.Y crore and
commission the block by February-March; so, there would be some impact of
deprecintion only in the Instquarter. In terms of foreign currency coverage, we continve
to cover nbout three months. We have $ 3.6 million covered through vanilla forwards at
this pointoftime. We continue to hold Rs. 61.33 crore cash in terms of cash in bank and
investments in mutunl funds. The operating cash flow for the quarter has been positive
at naboutRs. 8 crore. | will now handover to Prakash Pai, who is Hend of the Product
Managementteam. Thank you very much.

Prakash Pai

G ood evening, everybody. The productdevelopment continues to enhance our product
capabilities o help our customers meet new business challenges. Keeping in view the
emerging micro finance markets, the Lending product is enhanced o meet the
requirements of the micro-financing business. 0 ur first implementation would be in the
first quarter of 2006, with one of our customers. The FinnOne lending products have
been enhanced to meet the requirement of various requlatory requisites, such as
provisioning and service charges, thereby bringing itup to requlntory requirements. The
new release of the FinnO ne Collections product was completed this quarter, and the
nextrelense of this product will be made in March 2006; so, we have justcome out with
A new relense and plan to getanother one in March. The new relense of our Customer
Acquisition System, which consists of the loan origination, credit cards, housing finance,
and corporate loans, is now being iMpIemenigd in South Enst Asin, Middle East and in
the Indian market At one of our customersEsite in Malaysia, the Cash Management
suite will go live next month. Our Fraud Management System, which was until now
focusing on the card transaction frauds, is now being enhanced to monitor even the ATM
transaction frauds, and in line with our incrensed business volumes of our customers, a
Major focus in the coming months would be on benchmarking all our products on very
high volumes of both, accounts ns well as transactions. | now hand over to Niraj e
Hend of G lobal Sales and Marketing.




Niraj

G ood evening, everyone. Justn brief summary on some of the sales wins that we had
for the quarter. We ndded six clients during the quarter and further strengthened our
relationship with the 105 clients that we have spanning the globe. We have bagged
some significant orders in the product space. Two of the major banks in UAE have
placed orders with us for our flagship product Finn0 ne, and they will be implementing
the complete suite, which includes Loan 0 rigination, Lending, as well as Collection
systems. Now, both of these banks have substantinl market share in the retnil banking
space in this market Also, one of the Inrgestprivate banks in Indin will be implementing
the FinnOne Collections product for automating debt collection for retnil banking
operations. 0 ne of the worldfs Inrgest banks will be implementing our product Finance
Agninst S ecurities, for loans agninst shares. Another large mortgage company in Japan
will be iMpIemeniing our FinnOne Housing and Mortgage product which would be
implemented in the course of the next couple of months. Also, we had announced
earlier that we had one cash manngementdenl with one of Indinfs Inrgest private banks
as well as one of Indinfs Inrgest public sector banks. We have now enhanced the
relntionship of these contracts to include many more products and will be implementing
the complete C ash Managementsolution for both these banks in Indin. Between the two
of them, they control a majority stake in the Indian market So, this has been a very
good quarter for our product business and we have a lot of requests from customers.
We are quite hopeful of continuing this success story on the product wins. D uring this
quarter, we nlso participated in one of the Inrgest banking events in the world, CYBO S,
which was held in C openhagen. 0 ur products were very well received and we have had
A lot of enquiries for our products from across the globe. This is justa brief summary,
especinlly on the products business. | now hand over to Poonam.

Poonam
Thank you, Niraj. We are now open for the question-and-answer session.
Moderator

Thank you very much, Madam. We will now begin the 0 &A interactive session.
Participants who wish to ask question, please press *1 on the touchtone-enabled
telephone keypad. On pressing *1, participants will get n chance to present their
questions on a first-in-line basis. Participants are requested to use only handsets while
asking a question. To ask a question, plense press *1, now. Firstin line, we have
Mr. Atul from Emkay Shares. G o nhend, Sir.

Atl

G ood evening, Sir, and congratulntions on the good setof numbers. Sir, can you give
us n brond outlook on your productbusiness. Are you seeing any incrensed number of
inquires and how is your average ticketsize moving?

Niraj

Well, yes we have had a substantinl increase in the number of RFPs. These are

reques’s for proposnl that we are getling, and we are getling them from nll over the
world. Itis from Indin, from Middle East we are now getling reguesb even from A frica;




we have started getting from various parts of South East Asin as well as JApAll, and the
number of enquires that we have got in comparison with the previous yearks first six
months is almostup by 406 , so, there is n substantinl increase in number of responses
that we have given back during the year.

Atl
0 kay, and aboutthe nvernge size ofthe products sold, how is thatmoving?
Nirnj

In fact now the inquires thatare coming, are coming for a full suite, so for example, if it
is for retnil finance, they are looking at the full module, all the three modules, which
includes at the front-end, the Loan Origination System or the Customer Acquisition
System that we have. Then, on the back-end, we have the full Lending products and
then the Collection. So, the whole suite, which consists of three or four modules, is
generally whatthe customers have been asking for, and on the cash manngement side
nlso, we used to see the products basically having three modules. Some of the
customers used to ask for one module, butnow they have started asking for the full cash
managementsolutions. So, itis, obviously, on the incrense.

Atul

0 kay, grent! And, whatis the order position as of now and can you just give the brenk-
up between products and services?

Yenh, this is Vishnu. The orders in hand today are of Rs.110 crore and out of this,
Rs. 63 crore worth oforders are for products.

Atl

Rs.63 crore.

Uishnu R. Dusad

Yenh.

Atl

0kay. | mean, we have seen a margin decline in the first half | mean, we had salary
hikes during the preuious two gunrters. W hatis the outlook Mnrgins in the second half?
Do we see any margins going back to 3Y4-3% 7

Yenh, | think so we should be nble to gethnck to 3% .




Atul

0 kay, and Sir, Instly, we have seen a decline in tax rate during the quarter, so going
forward, whatis the kind of tax rate we can work with?

Pramod

Atl, see the tnxes; there are two-three components of the tax. 0 ur Indin operations to
the extent of income from Indin is taxable in Indin. Indian foreign exchange earnings
are, of course, exempted within Indin, and then of course, in Singapore and Japan, we
have some taxation. On an overall rate, | think it is slightly higher than before. If you
look at the numbers, we have a current provision of Rs.58 Inkh in this quarter and we
had aboutRs.71 lakh in the Inst quarter, but then, for the whole yenr Inst year, we had
only Rs.130 Inkh. So, | would say, if you wantto look ntitas n percentnge of turnover or
something, it would probably run atabout2 or so.

Atl

0 kay, and Iastly, Vishnu, you tnlked about introducing new products. Can you just
elaborate more on whatis the kind of products you are looking at?

See, essentinlly, we are talking about enhancing our Lending suvite to begin with. For
example, today we do nothave module for something like student loans, so those new
Modules we would be adding to the Lending suite. Then, as far as our existing modules
are concerned, even today, our Auto-Loan module is only 7% compliant of the US
requirement So, we do need to ndd additional 2% requisites to make it 100 US-
ready. Those are the arens we wantto focus on now very nggressively and our team is
working in thatdirection.

Al

0 kay. Thanks n lotand all the best

Vishnu R. Dusnd

Thank you.

Moderntor

Thank you, Mr. Atul. Participants, who wish to ask questions, plense press *1 now.
::ex:‘i’l!l ;i?:, we have Mr. Dipen Mehtn from Dipen Mehta Shares and Stockbrokers. 6 o

Dipen Mehtn

Sure. Can you tell me whatthe clientconcentration is for the second quarter for the first
six months?




Pramod

Client concentrntion in the first tlunrinr was runniug nt nbout 78 and it would be
marginally down to about 786 in this quarter as the Top 5 clients.

Dipen Mehtn

0 kay, AHI! per se this ratio, | mean, whatappenrs to be on the high side, so whatis the
companyls strategy to the kind ofde-risk its business model?

We are very much cognizantof that and we are tnlking to a couple of major players in
terms of developing long-term relntionships. So, we are rensonably confident thatin the
nextfew quarters, these relationships and these discussions would fructify and we would
be able to bring this number substantinlly down.

Dipen Mehtn

Does the main change from quarter-to-quarter depend upon the implementation in the
order or generally the Top 5 names remain the same?

UVishnu R. Dusad

Typically, Top 3 remain the same, fourth and fifth change sometimes.

Dipen Mehtn

0kay. Depending upon the orders on hand, once like, for example, you have got an
order from the Middle East Bank, so, maybe next quarter they maybe among the top 5
and then maybe once the implementation is over, they would move away from the Top 5
and someone else would come. Is thatthe correctundershnding?

Vishnu R. Dusad

Yenh, thatis how ithappens as far as the fourth and fifth are concerned, butour effortis
also to reduce the contribution, not obviously the nbsolute amount but reduce the
contribution ofTop 3itself We are tnrgeiing to bring itdown to less than Y86 in the next
four qunrlnrs.

Dipen Mehtn

The contribution from the Top 5 down to Y0o in the nextfour quarter?

Uishnu R. Dusad

0fTop 3.




Dipen Mehtn

Top 3, you are expecting itto be 486 to be in the nextfour quarters?
Vishnu R. Dusad

Yes, thatls right

Dipen Mehtn

And ns ngninstwhat they would be ntnbout60b justnow?

Vishnu R. Dusad

Ves, thath right

Dipen Mehtn

0 kay. Normally, once you getthe order, whatis the avernge implementantion period, ifat
all, you can quantify?

R.P.Singh

Typical implementation period would be anywhere between six and nine months, and of
course, itnlso depends, ifitis the implementntion of the entire suite. N ormally, these are
sequenced, to be deployed one after the other.

Dipen Mehtn

0 kay, but we recognize the revenue when the complete implementation is done to the
sntisfaction of the customer or when do we recognize that okay now, this is product that
we sold.

Pramod

No, we recognize revenue proportionately as the work is completed.

Dipen Mehtn

0 kay.

Pramod

We divide the work in various phases of design, development SIT, UAT, and at ench
stage, we are in a position to mensure the total work done. And, in the same percentnge
ofcourse, the expenses are getting booked and revenues being accrued.

Dipen Mehtn

0kay. Right now, will it be possible for you t disclose the total population of our
products, | mean, how many customers would be using our software in totality?




Hirnj

See, in terms of number of products and modules, we have more than 150, which are
implemenind. These are implemented in over 20 countries, and with the bncklog of
orders that we have, we will be able to cross 50 country mark in the next two to three
vears on A conservative basis. Now, in terms of number of customers, we have close to
100 customers, who have implemented our products.

Dipen Mehtn

0 kay. Thank you.

Uishnu R. Dusnd

Thank you.

Moderator

Thank you very much, Mr. Mehta. Nextin line, we have Mr. Surendra 6 oyal from S SKI
Securiies. 6o nhend, Sir.

Surendra G oyal
Yenh, G ood Iglning Sir.
Vishnu R. Dusnd
G ood nfternoon.
Surendra G oyal

If we look atthe quarterly P &L, withholding taxes have come down sharply year-on-year.
W hy is that?

Pramod

Withholding taxes are primarily charged on our income from Japan and depending on
the onsite-offshore mix, itcan vary.

Surendra G oyal

0 kay, so what you are saying is that your revenues from Japan have been more
offshore in the quarter than in the comparable quarter Instyear, right?

Pramod

Ifitis lower, then the offshore would be more.



Deepshikha
Earlier, you said evening. Pls check.


Surendra G oyal
0 kay, and secondly with Rs.110 crore odd of order book, you have good visibility for

FY06 for the nexttwo quarters. Could you just tnlk about visibility. W hatkind of visibility
do you have for FY 077

Pramod

See, in terms of FY 06 or 07, you are aware thatwe doni actually give guidance in terms
of numbers as such, right? But if you justlook atthe productorders, productorders we
have fetched are of about Rs. 63 crore in which, of course, there is n GMAC order
component which is in excess of Rs. Y0 crore, pending to be executed over the next
three yenrs. The balance Rs. 24 crore we would expectto execute within the next seven
to eightmonths.

Surendra G oyal

0 kay.

Pramod

0 kay, and the projectbusiness is Iargely driven from our Inrger clients and itis all repent
business.

Surendra G oyal

0 kay, thanks a lot and justone Inst question: Todayks newspapers justtnlk of Indin and
Japan to tnke up the issue of withholding tax Inter this week. Any comments on that?
Pramod

This has been going on for years, and there is a 2006 withholding tax from Japan on
whether itis software or any other services, depending on where they are performed and
the government on both sides have been talking to each other, and NASSCOM has
been representing tIAmtihis should be reduced because 20 ofrevenue is a huge tax on
profitability. So, letls see what happens, but it works both ways because the Indian
governmentnlso has to see how much revenue itis going to lose or notlose.

Surendra G oynl

Right butfor them ithas niready been reduced to 18 for Japanese companies.

Pramod

No, thatls a technical issue, which was done in the budget Thatis a very specific kind of
provision, which is nota general provision for everyone.




Surendra G oynl

0 kany, thanks a lot
Vishnu R. Dusad
Thank you.
Moderator

Thank you Mr. G oyal. Nextin line we have Mr. Nitish from Amricorp C apital. G o ahend,
Sir.

N itish

Hi, this is Nitish from nmricorp. Your Far Enst numbers are declining in gunrbr-on-
gunrter. W hntis hnppening over here?

Uishnu R. Dusad

W hich number are you looking at Nitish?

N itish

Yourrevenue by geographical segmenthas fallen.

Pramod

Yeah, my Far Enstis showing about 38.39 in June quarter and about 37.62 in this
quarter, so itis more or less steady. Far Enst business is Iargely the project business
.and that is steady at the moment With the new orders from Japan in the morigage
business it will again startrising.

N itish

0 kay, and on the services side, whatis your onshore-onsite revenue mix?

Pramod

In this services business, | would say nimost98c of this is onsite.

N itish

Do you see a trend towards the offshoring or do you expectitto continue on the onsite
basis?




Pramod

See, this is notn focus aren for us. See, there are two types of work which we do ,
do Iarge engngemenis in Singapore out of our subsidiary there, with people who &
permanenty based in Singapore and thatis kind of n near shore kind of work rather than
an offshore and onsite kind of work. 0 therwise, we don# really getinto too much of
these engagements; in Japan also, we do onsite and offshore work for two of our Inrger
clients, butin other geographies, we really doni really do much onsite-offshare mix. Itis
all productimplementntions, for which of course, the developmenttnkes place. Here, the
customization and the onsite implementntion tnke place ntthe requested client site.

N itish

0 kay, fair enough. Any pressure on billing rates or how the billing rates are shaping up?

Pramod

None whatsoever, we have been atthe lower end of the spectrum earlier, so we always
feel that we can getns we go nlong with our product maturity. We will getbetter rates in
future.

Vishnu R Dusad

W hich we have started getling. Our rates for services related to producis are incrensing
and even otherwise our rates nre either stnble orincrensing.

N itish

| see aboutlike what-- S0 , 8 upward.

Vishnu R Dusad

Five percent we can say.

N itish

Five percent all right and congratulations on the encouraging setofnumbers.
Vishnu R D usad

Thank you.

Moderator

Thank you, Sir. Nextin live, we have Mr. D harmendra from Artemis Advisors. 6 o ahend,
Sir.



Deepshikha
In terms of what???


Dharmendra

Yenh, good evening. Justprobably if| have missed | am sorry, butl just wanted to ask
you about the status of 6 MAC implementation, and secondly, if you can give me some
brenk-up ofthe investmentthatyou are holding as on September 30, 20057

R.I’.Singh

On the 6 MAC front ns you would know there are two initintives going on. one is the
implementation of the entire servicing suite in Italy which is a first of the countries of the
global rollout Thatis already moving on, and the producthas been instnlled there. The
UAT etc are in progress, and we should be able to getthatlive before this calendar year,
which was targeted. The other initintive was the introduction of our origination package,
which is the L0 S to be initinted in C hina first Thatprojectis a litie behind schedule; we
should have probably had itin action by now, but because of some infrastructure pre-
requisites thathad to be mobilized or itto be used over the Internet there is a litle delay
in that butwe should be able to getthatalso under wraps within this quarter.

Pramod

The second partof your question-D harmendra, we are holding aboutRs. 61.3Y crore is
cash and investment out of which Rs. 18.4 crore is banks and fixed deposiis and Rs.
Y2.98 crore is an investmentin mutual funds which is in liquid mutual funds or in some
FMPs ofn yenr.

Dharmendra

How nboutyourinvestvientin 6 MAC Indin?

Pramod

6 MAC Indin thatis n Iong-ierm investvent | mean, I am notcouniing those ﬁgures.
Jagmohan

Because 43 plus 18 you said, so thatfs 61, you are notcounting thatG6 MAC Indin?
Pramod

I am notcounting 6 MAC Indin. Thatis a Rs. 13.50 crore investment which is a longer-
term investvient | am tnlking ofcurrentinuestweﬂnis in terms of which can be Iiguidnind;
well apartfrom the FMP, itcan be done atn dayls notice. And, FMP s also can be done if
you wantto pay a minor penalty on that

Dharmendra

0 kay, coming back to the first question. The LOS in China, when do you think you will
kick off and how much and where by the end of the year you will be on this project?




R.P. Singh

See, curgenﬂv, the projectis only to getitlive in China. Ithas alrendy kicked off and we
have been, in fact ready for delivery. Now, it just needs to be deployed with the
infrastructure ready and thatis, | am sure, will be through this quarter. So, once this
goes live, thatis when it gets considered for whether this is going to fit into the global
picture or not

Dharmendra

And, in the past three quarters, we have seen the profits remaining stagnant Itis also
the fact that because you were ramping up the whole thing. When, do you think, you
can give us some guidance as to when do you think we can see some ticker happening
in that going from 85-86 million kind of profitability that we have been doing in the Inst
few quarters?

UVishnu R. Dusad

| guess all that we can say is that we continue to be very, very bullish on both our
pipeline as well as the business in hand. And, the other thing thatyou need to apprecinte
is building credibility in productbusiness is n gradunl process, but when it starts moving,
then it can move suddenly, so itis very difficultto puta date as to when would it move
from the 85 million to the nextlevel.

Dharmendra

Butin terms of project schedules that you would have, is there any definite milestone
that you have because you were enrlier talking about mining more clients in the Europe
ns soon as you implementthe 6 MAC project?

Vishnu R. Dusad

Sure, all those thing are absolutely going on schedule and the only thing again, one has
to say is that that will also tnke time, it could be two quarters, four quarters, six quarters
before someone places an order.

Dharmendra

Any update on 6 MAC US implementation or projects thatyou were looking at?

Vishnu R. Dusad

See, in the earlier part of the call, we talked about you know 28 products being only
75 rendy and not2% ready; thatnumber hns come outofdiscussions in thatdirection
only.

Dharmendra

Butis there any firm direction thathas been taken up from the project?




Uishnu R. Dusad

See, progressively, we getna feeling that whatever we have delivered to the marketplace
and even to organizations like 6 MAC is more and more relevant Thatis the feeling we
get by interacting with our existing customers or Top 50 customers, and that is the
feeling we have across the board and thatls how we nare saying thatokay we will further
accelerate ourinvestmentplan. Thatfs all | can say atthis juncture.

Dharmendra

0 kany, thanks a lot

Moderator

Thank you, Mr. Dharmendra. Nextin line, we have Mr. Anil Sarin from Prudential ICICI
Mutual Funds. G o ahend, Sir.

6 ood euening, UVishnu, and G ood evening, Mr. SAnghi. COngniulniions on the good
results.

Uishnu R. Dusnd
Thank you, Anil.
A nil

Ijustwnnied to know. | have come in n litle Inte in the conference call and Ijustwnnted
o know whatis the revenue from producb and whatis it from services?

Pramod

Anil, the revenue from products is Rs. 12.83 crore, and from projects and services, it
would be Rs. 22.89 crore.

A nil

Can this be tnken into the future ns well?

Pramod

You know the product revenue was Rs. 11.3 crore Inst gunr‘ler and was Rs. 12.83 crore
this gunrlnr and this is runnmg at nbout 386 of the total revenue. Thatls the kind of
Number we expectin maintnin, and the totnl numbers would also keep on rlsmg

A nil

Yenh, sure. This thing now itis on a steady basis thatone can tnlk about In the past
the revenue from products has gone up and ithas gone down as well in certnin years?




Pramod

VYenh, itls quite right Now the orders which we have are -obviously the 6 MAC order,
which is implemented over four years gives us a Iarge visibility of revenuve from that
order over a longer period and even the other, in the first quarter, you know in the first
quarter we had booked five orders for products. | can share thatinformation now thatis
first quarter of Inst year we had booked zero products order. So today the non-6 MAC
business order book is aboutRs. 24 crore, which is probably the highest we have had,
apartfrom 6 MAC.

0 kay, when does this greater proportion of orders startreflecting in the margins from the
productbusiness?

Vishnu R. Dusnd

It has started reflecting and at the same time what happens is, for example, if
professionnl services partof our business goes up, then the margins there comes down
and likewise if Indian partofthe products business goes up, again margins come down.
So the margins are fairly closely linked with the product mix.

A nil

0 kany, thank you so much.

Vishnu R. Dusnd

Thank you Anil.

Moderator

Thank you Mr.Sarin. Nextin line, we have Mr. Malik from Matn Securities. G o nhend sir.
Malik

Hello good evening everyone.

Vishnu R. Dusnd

G ood evening.

Malik

Uery very congratulations for n good result | have a couple of questions. Actually if the
half year revenue is Rs. 68.56 crore, if for the coming two quarters you carry on with the

same revenue, then your revenue will be Rs. 137 crore, so | can say 32.%% growth in
the tnp line, isitso? You will maintnin the same growih for the coming two gunrhars?




Vishnu R. D usad

Once ngnin | repentthatwe donﬁ:giue guidance. Thats all.

Malik

Thatis true, butl can take itns rough estimation?

Pramod

Your arithmetic is ns good as yours you know. | mean you can see the numbers are in
front of you for two quarters Rs. 32.8Y4 and Rs. 35.72 crore, so reasonnble estimation |
AM sure you can do.

Malik

0kay, | want to know one more thing. | want to know what is the contribution from
6 MAC side in your Rs. 68.56 crore revenue for the half-year?

Pramod

We have publicly stated earlier thatthe 6 MAC order, which is around Rs. 50 crore for us
and itis being revenued ntthe rate ofnimostequally over 8 months., So aboutyou can
tnke n figure of Anywhere between Rs. 6.5 to 7.5 crore.

Malik

0 kay, one more question. How many new projects your company is going to bid for and
whatis your expected success rate in that?

Niraj

Our average sales cycle would be anywhere from five to six months, and in the first six
Months of this year, we have bid for more than 60 projects. Now in terms of success
ratios, itis difficult to say, butl can just share this figure that we have bid for more than
50 projects. This is on the products aren and this is from all around the world. Itis not
centered around one region, but it is across multiple geographies, continents, and
countries. So we have started seeing some results s we have announced a couple of
wins which have happened in the Inst one or two months. We are quite confident of
many more wins like this in the currentquarter also.

Malik
| wantto justknow that what will be your capital expenditure for FY 067
Pramod

FY 06, we should totnlly have aboutR s. 8 crore.




Malik

Rs. 8 crore. 0 kay, thank you, Sir. Bestofluck for the coming quarters.

Vishnu R. Dusad

Thank you very much.

Moderntor

Thank you, Mr. Malik. Nextin line we have Mr. Jayesh G andhi from Birla Mutunl Funds.
Jayesh G andhi

Hello, this is Jayesh G andhi here. First of all, congratulations on an excellent set of
numbers. Again pretty much in line with what was expected. | have justone question.
With the cash kitty at your end incrensing every quarter, are we looking at acquisitions
and whatstrategy do you have in mind for that if you could justelnborate on that?

Uishnu R. Dusnd

As far as strategy on acquisitions is concerned we are very much open. If some good
product company comes our way and we find it interesting and if the cultures of the
company match, etc., etc., then we would be very open to that kind of an iden. And
parallelly, we are nlso, ns we mentioned in the enrlier partofthe call that we are getting
slightly more nggressive on investvent on the product front So that would further give
us better utilization of this cash, and in any case we do wantto keep some rensonnble
cushion for ourselves so in case there is n bad patch for a couple of quarters, we should
be able to see itthrough withoutaffecting our investments on the product front

Jayesh G andhi

0 kay, thank you.
Vishnu R. Dusad
Thank you, Jayesh.
Moderator

Thank you, Mr. 6 andhi. Nextis an follow-up question from Mr. Dipen Mehtn of Dipen
Mehtn Share and Stockbrokers. G o nhend, Sir.

Dipen Mehtn

| justwanted to know a litle bit more about the services business because you did say
thatthat was basically mostofitwas onsite. So, | justwanted to understand ifitis justan
ndd-on service which will move more orless in line with the growth in the products oris it
n separnte focus aren where you are operating a niche service onsite? Could you just
give an overview of that particular business and whatare the major growth drivers over




there and how you are doing the marketing, and how you are trying to be more
compeiiiiue in thatkind ofbusiness?

RP Singh

A Inrge part of it would be independent of the product but definitely in the banking
domnin and services, it would include the entire variety. For instance, of course for
traditional engineering stuff like customization and supporting implementations
worldwide from our hub in Singapore. Singapore is our Inrgestteam engnged in services
and it is supporting nearly 100 countries from there for one of our Inrge customers in
multiple applications. Itis nAbout 60 to 70 applications, which are supported. Thatis one
activity. In addition to that we nlso run projectmanngementservices for a handful ofour
Inrge customers, and as mentioned Insttime, we have introduced testing services as yet
another capnbility and thatis also being deployed for various testing engagements in the
Asin P acific and in American aren.

Dipen Mehtn

W hat if you did n Rs. 22 t0 23 crore is what we did in services in 0 2. . How much would
itbe becnuse we did Rs. 14 crore worth of product most of this will be directly linked to
product?

R.P.Singh

| think, literally, they are independentofench other.

Pramod

| would like to mention here that the product includes product—relnind services of
customization and iMpIemeniniion.

Dipen Mehtn

0 kay, what you are telling is that projects are n completely different division and not
related to products.

Pramod

No, they would be separate. There could be a customer who has tnken some products,
like the customer in Singapore has also tnken a product from us, but the larger part of
the business with them will be projectbased where we do a standard application
developmentand subsequentmaintenance.

Dipen Mehtn
And, if you could disclose in terms of revenues product wise, are you disclosing that or

even approximately like CAS would be how much, percentage of the 12.83 which we did
in02?




Largely, we are two major productlines, one is the Finn0 ne suite, which is in the lending
space and the other is the Cash@uwill which is the wholesale banking and cash
management solution. Well, Cash is a recent product for us. Itrenlly started in 2002-
2003. We donﬂ:gwe these exactnumbers, but we could separately furnish them to you.
its notan issue. Normally, | would say thattoday maybe outofthe aboutRs. 12 crore,
nbout 2% is now coming from Cash, butitcan change because the Iarger amount and
orders do countatthe moment

Dipen Mehtn

The iden was to understand the dependency. My iden was that we try and look atclient
concentration and | wns]ustirvmg to understand product concentration, how would that
Mmove because end of the day thatis one of the risks nssocinted with a productcompany.
So, ifyou could throw some more lighton the productconcentration?

See, the two products, productlines that we have, Lending and Cash Management we
are at a very very nascent stnge; globally, the retnil nssets would be to the tune of
upwards of $10 trillion, and ns of this Mmoment our productsupports something like S 20
billion worth ofretnil nssets. So, we are less than Yo clearly.

Dipen Mehtn

0 kay. The other question relates to the license fees for these products. Atlenstsome of
the products which have been around for maybe two or three years, have you generally
been able to incrense the list price for these products, if you could just throw some light
on thatcount | am sure ench product pricing would depend upon n lotofother issues,
like which modules are tnken implementation and maybe discounts for bulk licenses. |
am sure you would have all those permutntions and combinations, but justto getn feel
of are you able t sell the same couple for 18 more than whatyou did Instyear or year
before lnst G ive us some inputover there.

Niraj

Yes, | think over the Instvyear, yes, we have been able to, we have obviously revised our
prices nlso, and we have introduced some different combinations of pricing which
include portfolio-based pricing, include user-based pricing, so we have introduced these
various combinations. We have nlso introduced the incrense in the module price, if
there is a bulk combinntion the customer goes in for, and then we have obviously some
discounts. However, atn macro level, yes, we have been able to notonly incrense the
license prices, we have nlso been able to increnase the onsite and the offshore services
price.

Dipen Mehtn

W hich are linked o the productsnles?



mailto:cash@will

Uishnu R. Dusnd
Thatis right
Dipen Mehtn

0 kay, and | was just observing in the top holders holding more than Yo . There is an
Arun Jain, is itthe same Polaris ory ?

Pramod

Ves, Arun Jain was the co-promoter with Vishnu and Yogesh Andlay when they started
outin 1386, and he still has a holding in the company, buthe is notassocinted with the
Mmanagement

Dipen Mehtn

0 kay, thank you.

Pramod

Thank you.

Moderator

Thank you, Mr. Mehta. Nextin line, we have Mr. Ramesh D amani from Ramesh D amani
Finance. G o nhend, Sir.

Ramesh

6 ood evening, Vishnu and your team. Congratulntions on n good quarter. | guess all
our questions have been answered, but| just wanted to congratulate you on a good
quarter, and keep itup for the nexthalfof the year.

Vishnu R. Dusad

Thank you very much, Ramesh for being here. | was waiting to hear your voice and you
have notdisappointed. Thank you.

Ramesh

No, | listened and enjoyed listening to the con-call. So, thanks again and good luck for
the nextquarter.

Thank you very, very much.




Moderator

Thank you, Mr. D amani. Pnrhclpnnis who wish to ask questions, pIeAse press *1 now.
Nextin line, we have Ms. Anita Negi from Indin Info line. 6 0 Ahend, Malw.

Anita

Hello!

Vishnu R. Dusnd
Yes, welcome Anita.
Anita

Thank you, and congratulations on a good set of numbers. | just have some basic
question about your onsite-offshore mix in terms of revenue and your number of
employees deployed?

Pramod

We are slighly different from the standard services company. We are in the product
space and if you would like o have numbers, | can probably give you some kind of
numbers that we have about 160 people in Singapore. We have about50 to 60 people
onsite in Japan all the time. We may have some more than 15 people in the US, butitls
not really so. Our numbers are not dependent on this onsite-offshore kind of mix and
work because we Inrgely do product implementation, for which there is a license fee
proportion, there are different buckets of revenues of customization and development
tnking place, so this pattern does notreally hold for us.

UVishnu R D usad

Letme justndd one more line to whatPramod has mentioned. Whatwe essentinlly end
up doing is whenever our people are free from projects, they move into product
deuelopment and likewise, whenever we need people for additional people forn project
they move from productdevelopment side, so that way, we are able to keep our teams
1006 occupied.

Anita

0 kay, thanks a lotand all the best

Pramod

Thank you.




Moderator

Thank you, Ms. Negi. Participants who wish to ask questions, please press 1 now. At
this moment there are no further questions from participants. | would Ijke to hand over
the floorback to Ms. Poonam B hasin for final remarks. 0 ver to you, Mabv.

Poonam

Thank you, Parimala. We thank you all for the participation in our investorsEconference
call and we look forward to spenking to you in the next quarter. | now hand over to Mr.
Vishnu for the closing comments.

Uishnu R. Dusad

Thank you very much, Indies and gentlemen. It was very nice to see so many of you
joining in for the call and itdoes encournge us to continue to excel in terms of servicing
our customers ns n whole. Thank you very much once again.

Pramod

Thank you from all ofus. Thank you.

Moderator

Ladies and gentlemen. Thank you for choosing WebEx conferencing service. That

concludes this conference call. Thank you for your participation. You may now
disconnectyourlines. Thank you and have a nice evening.
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