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PRESENTATION 
 
Shikha – Moderator 
 
Good evening Ladies and Gentlemen, I am Shikha the moderator for this conference.  
Welcome to the conference call of Infotech Enterprises, hosted by Motilal Oswal Securities 
Limited.  Ms. Diviya Nagarajan, research analyst from Motilal Oswal Securities is your call 
leader today. For the duration of the presentation, all participants’ lines will be in the listen-
only mode.  After the presentation the question and answer session will be conducted for the 
participants in the conference.  Now I hand over the floor to Ms. Diviya Nagarajan. Thank 
you and over to you Ms. Nagarajan. 
 
 
Diviya Nagarajan – Research Analyst – Motilal Oswal Securities 
 
Thank you Shikha.  Good evening and welcome to the earnings call of Infotech Enterprises 
for the third quarter of the financial year 2007.  We have with us today Mr. B.V.R. Mohan 
Reddy, Chairman and Managing Director, Mr. A.V. Ram Mohan, President of the Geospatial 
Services, Mr. Rajeev Lal, President, EMI, Mr. S. Nataraja, Senior Vice President, Finance & 
Accounts and other members of the senior management team.  The management team will 
first discuss the company’s performance for the quarter ended December 2006.  Following 
which we will have a Q&A session for the participants.  I now request Mr. Nataraja to 
initiate the proceedings.  Over to you Sir. 
 

 
S. Nataraja – Senior Vice President – Finance & Accounts 
 
Thank you.  Good evening ladies and gentlemen, welcome to Infotech Enterprises Third 
Quarter results conference call.  This is Nataraja, Senior Vice President, Finance and 
Accounts.  Present with me on this call is our Chairman and Managing Director, Mr. B.V.R. 
Mohan Reddy, presidents of our verticals, Mr. A.V. Ram Mohan, President GSD and Mr. 
Rajeev Lal, President EMI.  Before we begin, I would like to mention that some of the 
statements made in today’s discussion maybe forward-looking in nature and may involve 
risks and uncertainties.  The detailed statement in this regard is available in our Investor 
Update, which has been e-mailed to you and is also posted on our corporate web site.  I now 
invite Mr. B.V.R. Mohan Reddy to provide a brief overview of the company’s performance for 
the quarter ended December 31, 2006.  Over to you. 
 
 
B.V.R. Mohan Reddy – Chairman and Managing Director 
 
Thank you Mr. Nataraja and a very good evening to all of you Ladies and Gentlemen who are 
on our earnings call for the Q3 financial year’2006, FY’2007.  Firstly, I would like to share 
my perspective for the third quarter results and later my management team and I would be 
happy to answer any questions that you would have. 
 
During the quarter, that is Q3 for 2006-2007, the group posted operating revenue of Rs. 143 
crores, which is a sequential jump of 9% and a 52.1% jump year-on-year.  Also heartening is 
that year-to-date revenues and profits exceeded the revenues and profits for the full financial 
year ‘2005-’2006.  The revenue for nine months were at Rs. 391.35 crores as against the last 
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full year’s revenue of Rs. 362.5 crores.  The profit for the nine months were at Rs. 58.8 crores 
as against Rs. 50.3 crores for the whole of 12 months for the last year. 
 
The growth and revenues were on account of two factors, growth from the existing customers 
and growth on account of new customers and the foreign exchange fluctuation.  Growth from 
new customers accounted for 2.5% of the 9% sequential growth while the balance, which is 
6.5% came on account of the existing customers.  There was a strong order intake amounting 
to £ 6 million for geospatial work in the European region.  The backlog is very strong for our 
EMI services. 
 
Salary and other related costs were higher at 5.7% sequentially.  This was largely on account 
of additions we made during the quarter.  The added net additions for the quarter was 409 
associates, 9% higher than the previous quarter in terms of manpower.  Additions were 
largely in our geospatial vertical and hence the percentage of salary increase was lower than 
the manpower additions.  While travel expenses increased by 7.9% sequentially in line with 
the volume growth, purchase costs were higher by 14.2% on account of increase in revenue 
from our subsidiaries. 
 
Other operating and administrative costs continue to be under control and increased 9% 
sequentially.  Operating margins improved by 90 basis points to 22.5% as against 21.6% in 
the previous quarter.  The average operating margins for the first nine months was at 21%.  
Though these margins are very heartening at this stage, we believe operating margins might 
see a small fall from the 22.5% I am referring to since we are pursuing a lot of investments in 
terms of building new practices, building domain knowledge in the areas we choose to be in.  
We have seen that this is the right decision at this juncture for these investments which are 
made now, will certainly make our verticals see more amount of traction since we see the 
market to be extremely bullish. 
 
Depreciation, amortization costs were higher by 4.9% owing to increase in the asset base of 
the company.  We have incurred a capital expenditure of Rs. 28.3 crores till date and there 
are many more purchase orders released.  Other income has been impacted on account of 
foreign exchange fluctuations. While the company gained on its hedging, open positions &  
receivables resulted in loss.  The company also received dividends from our UK subsidiary 
amounting to about Rs. 1.23 crores, which got eliminated in consolidation. 
 
Taxation was in check as several measures have been taken to reduce the impact of the 
same.  Profit after tax before the minority interest was at Rs. 20 crores sequentially up by 
15.8%. 
 
Infotech Aerospace Services Incorporated, the joint venture we have in the Island of Puerto 
Rico had declared a one time bonus to its employees on achieving a revenue of $25 million for 
their financial year, which just closed on December 31, 2006.  It is also their third financial 
year, so therefore they went ahead and declared a bonus to all their employees.  In addition 
they also took a decision to make provisions for outstandings, which were more than 365 
days.  These are the two reasons why the profitability got impacted.  Both of these were not 
anticipated at the beginning of the quarter.  They did happen in the middle of the quarter.  
We did know about it in the middle of the quarter.  While a significant share of the 
provisions is likely to be reversed, as a good governance practice the provisions were made, 
and as I said earlier, I think they are recoverable. 
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We also like to re-emphasize that this is only a one-time effect on the profitability.  Infotech’s 
share therefore did a loss of Rs. 1.2 crores.  Post this the next profit stands at about Rs. 18.7 
crores for Q3.   
 
All the subsidiaries posted revenue growth during the quarter; however, the profitability was 
lower sequentially on account of a policy decision on the transfer pricing front, which will 
have a negative impact on the subsidiaries profitability, but will have a positive impact on 
the standalone profitability. 
 
Our Geospatial Services Division posted a sequential growth of 9% in revenues on the 
backlog of strong order intakes from the European segment.  While the US division posted 
losses, the amount was lower than the previous one.  The challenges still continue to exist as 
the business transformation is in progress in our Sterling office, which primarily controls the 
US operations for geospatial services.  We are aggressively pursuing some high value added 
projects and hence believe that this division will be in investment mode for the coming 
quarter also. 
 
In the EMI division, which is Engineering, Manufacturing, and Industrial products division, 
we posted sequential growth of 8.9% on the back of increased traction from existing 
customers.  While the momentum for growth continues to be strong, we are continuously 
looking to expand the service offerings, which will add value to the customer.  Also keeping 
the future engineering manpower required in mind, we had initiated discussions with 
several institutions for providing advanced courses on aeronautical engineering, which will 
improve the quality of engineers and the suitability for specific requirements of Infotech 
Enterprises. 
 
The contribution from the top five customers was 50.6% during the quarter as against 52.1% 
the last quarter.  We have consistently seen this percentage coming down every quarter 
hence indicating that the risks attached to the percentage is certainly mitigated.  This brings 
me to the end of my prepared remarks.  We shall now be happy to take your questions. 
 

 
Shikha – Moderator 
 
Thank you.  We will now begin the question and answer interactive session for the 
conference participants.  Participants who wish to ask questions, may please press “*” “1” on 
their touchtone enabled telephone keypads.  On pressing “*” “1”, participants will get a 
chance to present their questions on a first-in-line basis.  To ask a question please press “*” 
“1” now.  The first question comes from Mr. Ruchit Mehta from HSBC, Mumbai.  Mr. Mehta 
you may ask your question now. 
 
 
Ruchit Mehta – HSBC – Mumbai 
 
Hi, good evening gentlemen.  Congratulations on the results.  Mr. Reddy I was just 
wondering, you mentioned in your press release as well that you are looking at margins 
going down to about 20% as the investments continue in building the business.  I was just 
wondering if you can give us some sense as to how margins are likely to behave?  Are we 
going to see Q4 taking a direct impact or will it be spread over a couple of quarters?  Because 
when going down in Q1’2008 you will face an issue on the salary front, wage revision 
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happens and that means further impact, so how far is this 20% margin, and what time frame 
and how is it going to behave? 
 

 
B.V.R. Mohan Reddy – Chairman and Managing Director 
 
Thank you, Ruchit.  Again, I go back to the investor update we sent to you.  It says that - 
though the increase in margins is heartening, the management foresees additional 
investment cost to be made in future to develop new practices and hence believe that 
margins should stay near the 20% mark.  We did not say it will be 20%.  The average for the 
first nine months as I said in my opening remarks is at 21%.  I think the first quarter was at 
18.7%.  The second quarter was 21.6%.  We have 22.5% that averages out to 21%.  So we did 
not want to put expectations saying that we would probably hit a number back again, which 
is, given the trend that we had, we just did not want people to further extrapolate 18.7% - 
21% to 22%, thereafter what next.  That is the reason why we said we are into investments 
mode.  It will stay near the 20% mark, which reflects that is more likely 21% average that we 
have done.  That is the number that I can definitely hold to, not just for Q4 but also for the 
Q1 of next financial year.  That will be the minimum that we would have in terms of the 
operating margins. 
 

 
Ruchit Mehta – HSBC – Mumbai 
 
Okay.  Essentially this is just to expand into the new areas such as marine and heavy units, 
which you have been talking about? 
 
 
B.V.R. Mohan Reddy – Chairman and Managing Director 
 
Yes. 
 

 
Ruchit Mehta – HSBC – Mumbai 
 
Could you also give us a sense of how the demand environment is really shaping up now that 
fiscal ’07 is practically over and now going into fiscal ’08, how do you see demand shaping up 
especially for the engineering services? 
 
 
 
B.V.R. Mohan Reddy – Chairman and Managing Director 
 
We certainly see very positive momentum in the market space.  I can comment on the areas 
that we have strong domain knowledge.  These are in areas such as aerospace, in the area of 
rail equipment, in industrial products and consumer products where we already have 
established practices or in marine and avionics, which are the new additions that we have 
done in the recent past. 
 
In the aviation business, both the two largest aircraft manufacturing companies, both of 
them seem to have a challenge because one of them has too many orders with them, the 
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second is behind schedule in terms of delivery.  Both have a lot of engineering work to be 
done and as a result, we certainly are seeing lot more amount of market pressure coming on 
us in terms of enlarging the engagement.  We have not still seen the offset implications on 
companies like us.  They have all been talking to us.  As a result, we certainly believe that in 
the aerospace industry for Indian companies, which have established themselves there is a 
lot more to grow themselves.  I could continue this way with each one of the segments that 
we are in.  We certainly would sum it up by seeing that we certainly see the market demand 
to be very positive and our growth momentum will continue. 
 
 
Ruchit Mehta – HSBC – Mumbai 
 
Is it fair to have an expectation that engineering design services could grow in the high 
single digits to low double digits even into fiscal ‘08?  Would that be a fair assumption? 
 
 
B.V.R. Mohan Reddy – Chairman and Managing Director  
 
For engineering services, certainly that could be a very fair assumption to say we will grow 
between the high single digits to low double digits quarter-on-quarter. 
 
 
Ruchit Mehta – HSBC – Mumbai 
 
Could you just give us a sense as to how these two new services, marine and avionics are 
shaping up, and any traction on client win effort? 
 
 
B.V.R. Mohan Reddy – Chairman and Managing Director  
 
Certainly, yes.  The marine practice is doing good for us.  We have added, I believe, two more 
new clients in the marine practice in the last quarter.  These are some of the best names that 
you would find in the industry.  As we have always said, in the engineering services market 
space, orders do not come for hundreds and two hundreds of people.  They would slowly but 
steadily ramp up as we start understanding the systems, processes, their domain and start 
providing them value for the services that we do.  As a result, we certainly believe that the 
marine practice will see traction in coming quarters.  In avionics too, we have seen some 
success.  We certainly are not as elated as we are with the marine engineering practice, but 
we are fairly sure that this quarter we will certainly add a couple of more customers where 
we are in negotiations, for certainly reasonable size contracts, and that will help us in terms 
of building the avionics business further. 
 
 
Ruchit Mehta – HSBC – Mumbai 
 
Okay, thank you very much.  Wish you all the best. 
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B.V.R. Mohan Reddy – Chairman and Managing Director  
 
Thank you. 
 

 
Shikha – Moderator 
 
Thank you, sir.  The next question comes from Mr. Sumit Poddar from Anand Rathi 
Securities, Mumbai.  Mr. Poddar, you may ask your question now. 
 
 
Sumit Poddar - Anand Rathi Securities - Mumbai  
 
Hello, sir.  Congratulations on a good set of numbers.  I just wanted to get a flavor in terms 
of GSD business as such, and do you see this current momentum to keep on going?  How do 
you feel about it? 
 

 
B.V.R. Mohan Reddy – Chairman and Managing Director  
 
Our GSD business this financial year organically grew by about 20% to 25%.  That is where 
we are positioning that business to be in.  We are currently having a fairly strong order 
pipeline.  Our belief is that our geospatial division will continue to grow at least at 25% for 
the next financial year. 
 
 
Sumit Poddar - Anand Rathi Securities - Mumbai  
 
The order, which we have spoken about, of around £ 6 million, is that the order book, or has 
it booked partial amount of that order book or it is still to be executed? 
 
 
B.V.R. Mohan Reddy – Chairman and Managing Director  
 
No, this is order booked from Europe.  Only a representative sample is what we have said, £6 
million we did out of Europe itself in the last quarter.  That does not reflect the complete 
order intake of the company, does not reflect how much we have billed out of that particular 
order intake, it does not reflect what is going to happen in the next quarter either. 
 
 
Sumit Poddar - Anand Rathi Securities - Mumbai  
 
Okay, and this is executable over a period of? 
 
 
B.V.R. Mohan Reddy – Chairman and Managing Director  
 
Over a period of next 12 months to 15 months. 
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Sumit Poddar - Anand Rathi Securities - Mumbai  
 
Okay.  In terms of supply, is there supply in terms of EMI division?  Do you find enough 
people with right skills? 
 

 
B.V.R. Mohan Reddy – Chairman and Managing Director  
 
Yes, and no.  It is not easy and all the same it is not very difficult.  We are finding people, 
and more importantly, we have started training within the company.  Actually very 
strangely the training is called Any CAD training, which means that a guy with any CAD 
background can be brought into the company and trained to the appropriate levels for a 
customer’s platform in three months’ time.  We do have now strong people who are heading 
our training group.  In addition to that, we have also now made sure that we have enough of 
materials prepared for getting these people trained and we have been very successful in 
doing that.  As a result, there is a constant inflow that is coming in irrespective of which 
company he was in, he could have some CAD background.  We train them into the 
appropriate CAD platform that we are targeting for a specific customer, train him into those 
processes and can put them into that particular group.  So, to that extent we are in the 
position to circumvent some of the challenges that we have in terms of recruiting people, but 
at this point in time, we are not experiencing any major challenges in terms of recruitment. 
 

 
Sumit Poddar - Anand Rathi Securities - Mumbai  
 
Okay.  Sir, this will be a client specific or a practice specific training? 
 
 
 B.V.R. Mohan Reddy – Chairman and Managing Director  
 
Yes. 
 

 
Sumit Poddar - Anand Rathi Securities - Mumbai  
 
And what would be the training capacity? 
 
 
B.V.R. Mohan Reddy – Chairman and Managing Director  
 
We are, I believe, right now doing 60 people per quarter.  That is what we are running at. 
 

 
Sumit Poddar - Anand Rathi Securities - Mumbai  
 
Just a bookkeeping question, what was the gross addition during the quarter? 
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B.V.R. Mohan Reddy – Chairman and Managing Director  
 
I believe 716.  Attrition annualized is at 14%.  So, therefore, if you look at the base on which 
we started off, 716, I believe, is the number.  Gross addition is 716, net addition is 409. 
 

 
Sumit Poddar - Anand Rathi Securities - Mumbai  
 
And on the loss in JV, if we exclude the one-time effect that we have spoken about, what 
would be the share of profit as such? 
 
 
B.V.R. Mohan Reddy – Chairman and Managing Director 
 
I believe if you look at the two components that were there.  One component was to do with 
providing for more than 365 days debtors, that could have nullified the loss that we have had 
and the bonus, the specific number I do not have in front of me, that would have created a 
positive impact on the bottomline.  Both of them are, as I said, temporary, they are one-time 
and we also like to bring to your attention that if you just take the 12 months, that is the 
financial year of ‘2006, for the 12-month period, in spite of this they made 17.8% profit after 
tax on a revenue of $ 25.67 million.  Going forward, I have always said this, approximately 
their objective is to attain a profitability of 15% to 17%. 
 
 
Sumit Poddar - Anand Rathi Securities - Mumbai  
 
Since this being a JV, how many clients would this have, because the debtors that have been 
written off, are the clients being the owners or something like that? 
 
 
B.V.R. Mohan Reddy – Chairman and Managing Director  
 
Actually again, they are not written off at this point in time.  There is provisioning that has 
been done at this point and the management assures us and reassures us that they are very 
confident that they will recover a substantial part of this money, but as a prudent corporate 
governance, they provided for it and when people talk about corporate governance, you have 
very little voice thereafter to argue with them.  So, therefore, we let it be where they are.  
Currently they have about four customers, and these are spilt between the four customers 
that they have. 
 
 
Sumit Poddar - Anand Rathi Securities, Mumbai 
 
Okay, Thanks. 
 

 
Shikha - Moderator 
 
Thank you sir.  Next question comes from Mr. Hitesh Zaveri from Edelweiss Securities, 
Mumbai.  Mr. Zaveri you may ask your question now. 
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Hitesh Zaveri – Edelweiss Securities- Mumbai 
 
Hi.  Congratulations to the management team on this good set of numbers.  My question 
pertains to the employee cost.  For the last few quarters that have been going below the 
revenue line, is it a situation where you are now at this time running a tighter ship and this 
phenomenon will have to get reversed two – three quarters down the line? 
 
 
B.V.R. Mohan Reddy – Chairman and Managing Director 
 
No, Hitesh I do not think it will reverse itself.  Primarily the reason why the staff cost has 
come down is because we have added more number of people in our GSD group.  You might 
ask this question then Mr. Reddy how does the EMI still perform, because I think utilization 
levels have grown in EMI and that is the reason why we, still with the same cost of 
manpower, are in a position to do a higher revenue billing.  I believe, if you look at the last 
three quarters, the staff costs were varying between 48% and 46%.  I believe the true fact 
will be, which means that the average was about 47% and going forward to I think roughly 
around the same number is where we will be in terms of our staff costs. 
 
 
Hitesh Zaveri – Edelweiss Securities- Mumbai 
 
Sure.  In fact if I were to expand the question a little further, even the rest of the cost items 
being travel expense, purchase of products and the overall Operating Expenditure, I think in 
each of these the parent company appears to have well in terms of leveraging it.  At what 
point do you think would you run out of this available leverage and then the margins will 
stabilize? 
 

 
B.V.R. Mohan Reddy – Chairman and Managing Director 
 
Well, I guess the key driver for this leveraging that we are doing is because of the growth 
momentum that we have, because there is fixed overhead that we have and we all the time 
have constantly recruitment ahead of time.  So long as the growth, which is happening 
continues to be there, we do not envisage any major challenge in terms of not being able to 
sustain the numbers that we have with us.  If you look more closely, as I said, staff cost will 
probably stabilize more at 47%.  Our travel costs are somewhere in the range of about 8.8% 
to 9%.  That is where I think it will continue to be.  Whereas if you look at the purchase for 
resale, that is the purchase that our subsidiaries do, that varies of course from quarter to 
quarter; that is not a predictable thing.  It depends upon the business mix that we have.  On 
the whole so long as we have growth I think the margins will be absolutely stable as they are 
at this point in time. 
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Hitesh Zaveri – Edelweiss Securities- Mumbai 
 
Okay sir, and lastly from my side, could I get some comments on the pipeline, the potential 
customers pipeline.  How does it look at this time?  What outlook do you have for new 
additions over the next six to eight months? 
 
 
B.V.R. Mohan Reddy – Chairman and Managing Director 
 
Hitesh, I did mention about both, I think for Ruchit once and then after that with Sumit 
Poddar thereafter.  We talked about GSD.  Our GSD growth at this point in time was 
between 20% to 25% for the current financial year.  We believe the same momentum will 
continue in the next financial year too.  We certainly have several large deals, which are 
there in the pipeline in order to ensure that even some of the contracts which will wind down 
in the next financial year will be taken over by the new contract which will come in.  That is 
how the GSD profile continues to be with Infotech Enterprises. 
 
The second part of the business that we have is our EMI business, where I talked about how 
the market is shaping up.  The market has tremendous amount of potential at this point of 
time.  We are addressing the market in two or three different ways.  1) The areas where we 
are very strong in.  2) Areas where we have just entered.  3) Areas we like to enter.  Into the 
areas where we are strong.  I guess an example would be aerospace and several others, 
where we have just entered is marine and one more, there may be a few more areas where 
we are right now looking at for entering in the next few quarters.  Sum total of the story as 
far as our engineering business is concerned, there is a strong market demand at this point 
in time and we believe we will continue to grow in the high single digits to low double digits 
for the next four consecutive quarters.  So as a result of that if you put sum total of both of 
them I guess it will not be the same as this year.  This year we did about 50%, what we 
predicted this year was between 40% and 45%.  I think we will stick to that number.  We 
probably will grow by about 40% to 45% next financial year too. 
 
 
Hitesh Zaveri – Edelweiss Securities- Mumbai 
 
Okay.  Thank you so much. 
 

 
Shikha - Moderator 
 
Thank you.  The next question comes from Mr. Prasad Deshmukh from DSP Merrill Lynch, 
Mumbai.  Mr. Deshmukh, you may ask your question now. 
 
 
Prasad Deshmukh - DSP Merrill Lynch - Mumbai 
 
Sir, congratulations on the numbers.  My question pertains to your provisioning policy at 
Infotech Enterprises level.  What is the provisioning policy for debtors and how many debtors 
do you have at the consolidated level, who are more than 365 days outstanding? 
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B.V.R. Mohan Reddy – Chairman and Managing Director 
 
I believe at Infotech Enterprises level the debtors more than 365 days is nil.  We do not have 
a debtor, which is more than 365 days.  The other very positive news we have is that even 
the debtors who are more than 180 days have come down compared to the previous quarter.  
They have come down by as much as four plus crores I believe.  Actually if you look at our 
debtors at the consolidated levels, more than 90 days is at Rs. 15.7 crores and we do not have 
any debtors who are more than 365 days. 
 
 
Prasad Deshmukh - DSP Merrill Lynch - Mumbai 
 
Okay.  And what drove this change in the provision policy for IASI? 
 
 
B.V.R. Mohan Reddy – Chairman and Managing Director 
 
IASI did not have policy for part on provisioning for debtors.  This is the first time that they 
have brought up a policy saying that anything, which is more than 365 days, they would 
make a provision for it.  The number they made provision for was $706 thousand . 
 
 
Prasad Deshmukh - DSP Merrill Lynch - Mumbai 
 
Okay.  Second question pertains to our margins.  Last quarter also on the call we had 
someone mention that the margin may go down - I am talking about the last earnings call.  
That time also you had mentioned that the margins may go down saying that there would be 
investments in the business.  What is the reason that this time the margins have actually 
improved instead of going down, so what is the reason for this delay in investments in the 
business? 
 

 
B.V.R. Mohan Reddy – Chairman and Managing Director 
 
I would not say there is delay in terms of investments.  There are certain investments, which 
are related to people.  We need to find the right people to make those investments.  Research 
is on for getting some more right people into the organization.  For sure some of these 
investments have been made not that they have not been made, but because of the volume 
traction that we saw we certainly saw the margins improving themselves. 
 
 
Prasad Deshmukh - DSP Merrill Lynch - Mumbai 
 
Okay.  One last question from my side.  There was a brief mention that because of improved 
utilization the margins have gone up.  Infotech standalone, the margins have gone up by 
around 300 bps, can you please throw some light on what were the drivers for this margin 
improvement here? 
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B.V.R. Mohan Reddy – Chairman and Managing Director 
 
Yes.  What you said is right on the standalone basis there was an improvement of 300 basis 
points.  We believe 150 of those basis points came on account of the transfer pricing policy 
change that happened in the company.  We have changed our transfer pricing policies and as 
a result you would see that the profitability actually for the subsidiaries have come down and 
it has increased in the parent company. 
 
We brought in this change in the policy primarily because we thought our subsidiaries are 
becoming mature.  They should probably get their sales and administrative costs.  The 
second 150 basis points out of the 300 came because of better utilization.  I believe our GSD 
utilization is at 71% and our EMI utilization is at 75%. 
 
 
Prasad Deshmukh - DSP Merrill Lynch - Mumbai 
 
That is all from my side sir, thanks. 
 

 
Shikha – Moderator 
 
Thank you, Sir.  The next question comes from Mr. Anurag from BRICS Securities, Mumbai.  
Mr. Anurag, you may ask your question now. 
 
 
Anurag – BRICS Securities - Mumbai 
 
Good evening sir, and congratulations on good numbers.  My question is regarding 
employees.  Are we changing our employee mix both in terms of experience as well as in 
terms of the qualification especially in our GSD vertical? 
 

 
B.V.R. Mohan Reddy – Chairman and Managing Director 
 
No, I do not think there is any appreciable change in the employee mix at this point in time.  
Wherever we have lost people with experience they have been replaced with experienced 
people and we have not made any changes to the entry-level qualifications.  We continue to 
recruit diploma holders and degree holders to our GSD, data conversion business, so there is 
no change in the mix of the employees. 
 
 
Anurag – BRICS Securities - Mumbai 
 
What will be the mix of diploma and engineering in our GSD vertical, a ballpark figure if you 
can give me? 
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B.V.R. Mohan Reddy – Chairman and Managing Director 
 
Well you see, actually it has to be done much more in detail because there are experienced 
people, there are less experienced people from one classification to the other, it will change.  
If you go by just sheer numbers in total – GSD - diploma holders will be about 50-55%, the 
others will be the engineering degree holders. 
 
 
Anurag – BRICS Securities – Mumbai 
 
A little bit on bookkeeping questions, what will be the exchange rate for the quarter? 
 
 
B.V.R. Mohan Reddy – Chairman and Managing Director 
 
Okay.  The exchange rate for the quarter, I believe is 45.62. 
 

 
Anurag – BRICS Securities – Mumbai 
 
A little bit earlier, we talked about training infrastructure, the question is when an entry-
level employee comes into the company with a diploma or engineering degree, what will be 
the average time spent by both these employees in training? 
 
 
B.V.R. Mohan Reddy – Chairman and Managing Director 
 
Well, we talked about a different thing altogether earlier in the conversation.  I am sorry if 
you misunderstood me or I miscommunicated to you.  I am talking about our EMI division 
where we have requirements for CAD experienced engineers, we are getting them from any 
CAD and then training into specific platform for the customer, that is the one where I said 
we have a capacity of 60 people being trained in every quarter and believe that this 
particular training would last for three months. 
 
 
Anurag – BRICS Securities – Mumbai 
 
Okay, would it be true to assume that the same structure is applicable to GSD also? 
 
 
B.V.R. Mohan Reddy – Chairman and Managing Director 
 
It is applicable to GSD.  We train our diploma holders, not anything more than about three 
weeks. 
 
 
Anurag – BRICS Securities – Mumbai 
 
Okay, thanks a lot. 
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Shikha – Moderator 
 
Thank you Sir, next question comes from Mr. Ashi Anand from Prudential ICICI, Mumbai.  
Mr. Anand, you may ask your question now. 
 

 
Ashi Anand – Prudential ICICI – Mumbai 
 
When you have been speaking about increased investments on the marine and avionics side, 
I just wanted to understand for how many quarters going forward are we looking at these 
increased investments and at what point does that business actually stabilize and does not 
require increased investments? 
 
 
B.V.R. Mohan Reddy – Chairman and Managing Director 
 
Well, I think that this business will require investment at least for the next four to eight 
quarters because I believe that there are several verticals that we have not still made an 
entry into and there are several opportunities, so in order to maintain our growth, we need to 
enter new verticals and those verticals are the ones, which will require investment and we 
will do them at least for the next four to eight quarters. 
 
 
Ashi Anand – Prudential ICICI – Mumbai 
 
Sir, when you mention four to eight quarters you are also talking about increased verticals 
over and above the ones that have been discussed earlier like marine and avionics etc.? 
 
 
B.V.R. Mohan Reddy – Chairman and Managing Director 
 
Certainly yes. 
 
 
Ashi Anand – Prudential ICICI – Mumbai 
 
Okay.  Sir, secondly on our IASI JV you have mentioned about $706,000 was the provision 
for outstanding clearance? 
 
 
B.V.R. Mohan Reddy – Chairman and Managing Director 
 
Yes. 
 
 
Ashi Anand – Prudential ICICI – Mumbai 
 
Could you also quantify the impact of the one-time bonus? 
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B.V.R. Mohan Reddy – Chairman and Managing Director 
 
I believe it has been clubbed into salaries and wages, so we do not have that number with us.  
They have only given us the qualitative statements saying that they have clubbed it but we 
do not have that specific number please. 
 
 
Ashi Anand – Prudential ICICI – Mumbai 
 
Okay, I just wanted to understand because you have made a statement mentioning that one 
of these heads would actually make up for the loss and one of them would make up for the 
profit that we have lost out on.  When we are talking about $706,000 hit on $25 million of 
revenue that is almost 3% of revenues, which are above 365 days in terms of debtors, so just 
wanted to understand, is there some debtor problem on this JV because 3% of revenues being 
outstanding for more than 365 days is not particularly a healthy situation. 
 

 
B.V.R. Mohan Reddy – Chairman and Managing Director 
 
It is not any problem with the debtors, primarily what happens is that in several of these 
engineering companies they go ahead, especially some of them, which are very close to the JV 
go ahead and provide them work, but thereafter provide them statements of work saying 
that please go ahead and execute this piece of work for us, but they would not have the 
budget to execute them. So therefore, there would be a statement of work based on which you 
could go ahead and raise an invoice, but thereafter there would be some issues in terms of 
getting the payments cleared.  As I said, it was being discussed, there is a board meeting 
coming up in April where I am also personally present.  They have been saying that it is only 
for the sake of prudence that they went ahead and made this provision. A large amount of 
this amount is collectible and two words that make us more convincing to accept what they 
said, was, one was corporate governance.  You can never debate corporate governance in this 
world in which we live and the second one is the fact that in spite of this they made 17.5% 
profit on a $25.2 or 3 million of revenue.  So, therefore I think it is an one-time impact that is 
there, we are saying that you know their objective is to make about 15-17%, going forward 
there is a growth potential, some of this money would come back probably in the next two 
quarters. 
 

 
Ashi Anand – Prudential ICICI – Mumbai 
 
Okay Sir and then just with regard to the one-time bonus if we just try to calculate some of 
this, we used to be at a kind of run rate of about at least $1.5 million from the 1.5 crores 
coming in from the JV.  Sir, would it be possible to subsequently get the number in terms of 
one-time bonus? 
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B.V.R. Mohan Reddy – Chairman and Managing Director 
 
Yes, we certainly will.  I believe there is a conference call even slated for tomorrow, we 
certainly will ask the quantum for that.  Anand, I am sure, if you call our Investor Relations, 
they will provide that number to you. 
 
 
Ashi Anand – Prudential ICICI – Mumbai 
 
Sure that is fine.  Sir, just lastly, we are talking about a 25% growth in the GSD division, 
which is kind of slower than what has happened in the EMI, but hiring on the GSD division 
has been much, much stronger, so are we in a way underestimating the quantum of growth 
in the GSD division? 
 
 
B.V.R. Mohan Reddy – Chairman and Managing Director 
 
No, not really, I guess, you know it takes into account several factors of people ramping up 
and also takes into account some of the attrition challenges that we would have and all of 
these are factored in, so therefore you cannot directly correlate between the hiring that we 
have and the revenues that we have. 
 
 
Ashi Anand – Prudential ICICI – Mumbai 
 
Thanks. 
 
 
Shikha - Moderator: 
 
Thank you sir.  The next question comes from Mr. Abhishek Shukla from First Global, 
Noida.  Mr. Shukla, you may ask your question now. 
 
 
Abhishek Shukla – First Global – Noida 
 
Good evening sir, this is Abhishek here.  I just wanted to confirm one thing, this profit from 
your joint venture, will it be fair to assume like Rs. 30 million profit for every quarter next 
year and the next quarter also. 
 

 
B.V.R. Mohan Reddy – Chairman and Managing Director 
 
Yes, in the joint venture, the 30 crores you are referring to is Infotech’s share or I do not get 
the numbers right? 
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Abhishek Shukla – First Global – Noida 
 
Sir, if you look at the previous quarters, I am talking about the Q2 FY2007 in that quarter 
like you have this 29 million of profit, the share of IASI profit sir. So my question is straight 
like will it be fair to assume the same level of profit for the next quarter onwards? 
 

 
B.V.R. Mohan Reddy – Chairman and Managing Director 
 
No, I do not think so, we said that in the past, we said we probably would be more in the 
range of about 20 million is what we said and we will abide by that. 
 
 
Abhishek Shukla – First Global – Noida 
 
20 million sir. 
 

 
B.V.R. Mohan Reddy – Chairman and Managing Director 
 
Yes. 
 
 
Abhishek Shukla – First Global – Noida 
 
But sir, like some of the provisions, which you have created in this quarter might be 
reversed? 
 

 
B.V.R. Mohan Reddy – Chairman and Managing Director 
 
Right. But how can I predict things that they will be reversed, I said might be reversed, so 
therefore I am not predicting that they will be reversed. 
 
 
Abhishek Shukla – First Global – Noida 
 
Sir, my second question is regarding your other income, can you throw some light on exactly 
like how do you hedge, or what should we assume for the next quarter? 
 

 
B.V.R. Mohan Reddy – Chairman and Managing Director 
 
50% is what we are covering ourselves at this point in time, 50% we are keeping it open, we 
are exposing.  Therefore it depends upon how the market would and if I knew how the 
exchange would fluctuate, I would probably be in a different business. 
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Abhishek Shukla – First Global – Noida 
 
Finally sir, can you throw some light particularly on the attrition rate? 
 
 

 
B.V.R. Mohan Reddy – Chairman and Managing Director 
 
14% I believe is the current attrition rate annualized. 
 
 
Abhishek Shukla – First Global – Noida 
 
No problem as far as the supply is concerned? 
 

 
B.V.R. Mohan Reddy – Chairman and Managing Director 
 
Well, I do not think I have courage to say no problem.  There is always a challenge.  There 
are people available but good people it is definitely challenging to get them.  Therefore I 
would not say that it is very easy, but I think we are in a position to manage our 
requirements comfortably. 
 
 
Abhishek Shukla – First Global – Noida 
 
But not like a situation where like you have certain demands or like you have certain orders, 
but you are not able to get people? 
 

 
B.V.R. Mohan Reddy – Chairman and Managing Director 
 
That situation also prevails, Abhishek, for sure in few instances but they are not in hell of a 
lot of example.  There will be some instances that keep constantly cropping up, our 
marketing and sales giving us feedback saying that we could not service a particular 
requirement, some exotic requirement comes by, specific skills are required, so those 
influences we cannot generalize them. 
 
 
Abhishek Shukla – First Global – Noida 
 
But how do you look forward, like, is it going to be a major concern for you going forward? 
 
 
B.V.R. Mohan Reddy – Chairman and Managing Director 
 
Well I think it is a concern for sure, I would not say major or minor, that is the reason why I 
have also brought this training initiative within the company.  I also talked about in my 
opening remarks our initiative in terms of working with educational institutions around 
Hyderabad in terms of changing their course curriculum to suit the aeronautics streams, 
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which is the strongest stream and growing stream for us, so we are taking several initiatives 
in order to ensure that we do not get stuck with this problem. 
 

 
Abhishek Shukla – First Global – Noida 
 
Finally sir, can you also discuss and throw some light, particularly with respect to the orders, 
which Boeing and Airbus has got, so any progress on that respect with respect to the 
contract, which you can get back? 
 
 
B.V.R. Mohan Reddy – Chairman and Managing Director 
 
I cannot comment on any specific names at this point in time.  I did say in my remarks that 
the two largest aircraft manufacturing companies in this world do have a need for more 
amount of offshore outsourcing for good reasons and bad reasons.  One because they have too 
much of workload, the second was because they are behind schedules, I guess you gentleman 
could guess what I am referring to, so on account of both of them there is good traction that 
we are seeing in terms of outsourcing.  The second aspect that I also dwelt on earlier was the 
offset also could definitely provide more amount of business for companies, which are in the 
aerospace business in India. 
 
 
Abhishek Shukla – First Global – Noida 
 
Thank you, Sir. 
 
 
B.V.R. Mohan Reddy – Chairman and Managing Director 
 
Thank you. 
 
 
Shikha – Moderator 
 
Thank you, sir, next question comes from Mr. Anurag Jain from Kotak Mutual Funds, 
Mumbai.  Mr. Jain, you may ask your question now? 
 
 
Anurag Jain -Kotak Mutual Funds -Mumbai 
 
Yes, congratulations to the team for a wonderful set of numbers. 
 
 
B.V.R. Mohan Reddy – Chairman and Managing Director 
 
Thank you. 
 
 
 



Transcript of Conference Call held on 17 January 2007  

 

Infotech Enterprises Limited 

 

 
- 20 - 

Anurag Jain -Kotak Mutual Funds -Mumbai 
 
Just wanted to understand one thing.  As of now, our growth engine is really the EMI 
division and that would be the case for the next four or five quarters and we are working on 
at the same time working on new practices being developed.  When do they start contributing 
to growth and really become the growth drivers, so that it is a more diversified set of 
practices that are driving growth rather than just one business practice? 
 
 
B.V.R. Mohan Reddy – Chairman and Managing Director 
 
Well, I think it is not very accurate to describe EMI as one business practice.  It is a huge, 
huge canvas in which you work.  Look at the type of verticals that are built into an EMI 
practice, there is aerospace, there is rail equipment, there are industrial products, there are 
consumer products, there is marine, there is avionics, there are several more, I can continue 
with that list.  The result is it is not accurate to describe that we just have one practice that 
runs the company called EMI and within each one of them it is within aerospace the service 
offerings are also very diverse and there are many of them.  I think what we should be doing 
is that each one of them, as we look at them, it is amazing absolutely what a lot more we can 
do.  To do that we need to definitely bring in domain experts, we need to put the service 
offerings in place, we need to build our back-end processes in order to make sure we deliver 
value for our customers.  Therefore I think just saying EMI is one practice may not be a very 
accurate reflection. 
 

 
Anurag Jain -Kotak Mutual Funds -Mumbai 
 
Okay, there is no risk as such of any particular vertical or slowdown in any particular 
vertical or limited kind of growth prospects or anything of that sort in EMI? 
 
 
B.V.R. Mohan Reddy – Chairman and Managing Director 
 
Nobody can guarantee saying that you know the growth would be continuous, every industry 
has its ups and downs and that is the reason why if you see today in engineering, I do not 
think there is yet another company which has as diverse a portfolio as Infotech Enterprises.  
What is the intention that we have further is that we want to create more amount of 
diversity.  That is not easy, that does not also mean that we are losing focus.  We are 
continuing to focus on where we have core competencies.  As we diverse ourselves we are 
creating more number of people who can drive those businesses for us. So the result is I 
would not guarantee that no industry will not have ups and downs, but at the same time, 
given the portfolio that we have, we think we are in a very stable wicket currently. 
 
 
Anurag Jain -Kotak Mutual Funds -Mumbai 
 
Fair enough.  Just one last question, by when do marine and avionics start contributing 
significantly to us? 
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B.V.R. Mohan Reddy – Chairman and Managing Director 
 
Well I guess, it will take at least, marine will take two quarters, and avionics might take a 
little more than that. 
 

 
Anurag Jain -Kotak Mutual Funds –Mumbai 
 
So post FY’08, we would see these contributing as well. 
 
 
B.V.R. Mohan Reddy – Chairman and Managing Director 
 
I think in FY’2007-‘2008, itself you would see marine contributing, but avionics I am still 
keeping my fingers crossed. 
 

 
Anurag Jain -Kotak Mutual Funds -Mumbai 
 
Okay, thanks a lot and all the best to the team. 
 
 
Shikha – Moderator 
 
Thank you sir, the next question comes from Mr. Shekhar Singh from ICICI Securities, 
Mumbai.  Mr. Singh, you may ask your question now. 
 
Sir, I think his line got disconnected, so I will take the next question.  The next question is 
from Mr. Mehta from Dipen Mehta Shares, Mumbai.  Mr. Mehta, you may ask your question 
now. 
 
 
Mehta - Dipen Mehta Shares - Mumbai 
 
Congratulations on a great set of numbers. Just to refresh our memory, if you could just take 
us through IASI and what is your holding, what kind of work is done over there, who is your 
partner? 
 
 
B.V.R. Mohan Reddy – Chairman and Managing Director 
 
Yes, IASI actually is the expansion for Infotech Aerospace Services Incorporated.  It was a 
company, which was incorporated by Infotech Enterprises itself three years back.  It was a 
100% subsidiary of Infotech Enterprises.  After running the company for about 18 months, 
we divested 51% of the stake in favor of Pratt & Whitney.  The initial customer to IAS was 
Pratt & Whitney, thereafter they diversified within the group of UTC, they have also now got 
a non UTC customer also in place, that is how they have four customers in all and the type of 
work it does is all of it is engineering services, very high-end engineering services and all of 
it is export controlled as it is called, which primarily has to do with military aircraft engine 
design work is what they execute.  Because of the need for US citizens who can execute that 
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work, we found a low-cost zone like Puerto Rico.  Puerto Rican citizens have dual 
nationalities.  They are citizens of the Island of Puerto Rico, they are also citizens of United 
States that is how they have access to work on the Department of Defense controlled export 
work. 
 

 
Mehta - Dipen Mehta Shares – Mumbai 
 
Thank you so much and all the best. 
 
 
B.V.R. Mohan Reddy – Chairman and Managing Director 
 
Thank you. 
 

 
Shikha - Moderator  
 
Thank you sir.  The next question comes from Mr. Sameer Goyal from Alchemy Stockbrokers, 
Mumbai.  Mr. Goyal, you may ask your question now. 
 
 
Sameer Goyal - Alchemy Stockbrokers - Mumbai 
 
Hi, good evening.  A few questions on joint venture of Puerto Rico.  If we exclude the bonus 
and the one-time provision, can we expect that this quarter would have been similar to what 
would have been the earlier quarter? 
 

 
B.V.R. Mohan Reddy – Chairman and Managing Director 
 
No, it will not be the same as the previous quarters because in previous quarters, we also 
alerted you that there is a positive aberration in those quarters.  What I had said earlier is 
valid that we expect to make about Rs. 20 million as a part of our share of profit for the next 
few quarters. Whereas if you look at what happened in the previous quarters, I think this 
quarter of course was negative.  The previous quarter one was 30 million, the previous one 
was 33 million for Q1, 30 million for Q2, and 12 million negative for Q3.  So, we are saying 
even this 33 million and 30 million had positive aberrations.  So, therefore what we think is 
the right number is about 20 million. 
 
 
Sameer Goyal - Alchemy Stockbrokers - Mumbai 
  
Sir, if I remember it correctly, in the last quarter we added some 100 people in the joint 
venture.  So would that not lead to an addition in profitability? 
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B.V.R. Mohan Reddy – Chairman and Managing Director  
 
Yes, it should definitely lead to additions in profitability, but there are some cost 
implications that are there also.  We will get a much better perspective of their operations in 
our conference call tomorrow and thereafter at the board meeting in April. 
 

 
Sameer Goyal - Alchemy Stockbrokers - Mumbai 
 
What would be the revised bonus policy now?  Would this one-time expense incur every year 
say in one of the quarters? 
 
 
B.V.R. Mohan Reddy – Chairman and Managing Director 
 
No.  It certainly, I believe, what they have told us is because they attained this number 
called $25 million of revenue, which I think was extraordinary because they have achieved it 
in just three years’ time and that is the reason why they paid a one-time bonus. 
 
 
Sameer Goyal - Alchemy Stockbrokers - Mumbai 
 
Okay, fine.  A question on billing rate.  How is the trend shaping up in terms of billing rate 
in your divisions? 
 
 
B.V.R. Mohan Reddy – Chairman and Managing Director 
 
Rate is stable.  Last quarter was very stable.  Q3, which is October, November, December, is 
not a quarter for any billing rate changes.  So they are stable at this point in time. 
 
 
Sameer Goyal - Alchemy Stockbrokers - Mumbai 
 
Could you give us also the profitability trend vertical wise? 
 
 
B.V.R. Mohan Reddy – Chairman and Managing Director 
 
Profitability trend vertical wise, there is at least a difference of about 5% to 7% points 
between GSD and EMI or even little, it is more like about 5% points in the operating 
margins right now.  Engineering does better than GSD. 
 
 
Sameer Goyal - Alchemy Stockbrokers – Mumbai 
 
So, approximately 15 and 20 would be a fair range. 
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B.V.R. Mohan Reddy – Chairman and Managing Director 
 
Approximately, if you just give me one more minute, I can confirm that back to you. I believe 
I am accurate in terms of saying the spread is about 5%, 18% on the lower side in GSD and  
23% which is the engineering. 
 

 
Sameer Goyal - Alchemy Stockbrokers - Mumbai 
 
The last question.  In the investor update you have said that you have participated in various 
bids, which would be awarded during quarter 4.  Could you give us some sense in terms of 
value of work and the profile of each of these, something more on that? 
 
 
 B.V.R. Mohan Reddy – Chairman and Managing Director 
 
Well, again each of them is different.  In our geospatial division, we are bidding on a large 
telecom service provider back in North America.  We are also into a deal which does gas and 
electricity in North America in the West coast.  We are in the middle of a very large contract 
of a European electric and gas company which is headquartered out of Paris, but I believe 
the work belongs to UK.  So that is how I can describe.  I cannot go anything further and say 
what is the deal size at this juncture, but they are fairly large in size. 
 
 
Sameer Goyal - Alchemy Stockbrokers - Mumbai 
 
And similar would be the case in EMI vertical? 
 
 
B.V.R. Mohan Reddy – Chairman and Managing Director  
 
EMI vertical is somewhat different, because GSD is one-time they do bid on that type of a 
contract whereas in case of EMI, you start up with a small engagement but their perpetuity 
once you start getting the right type of confidence, you instill the right level of confidence 
with the customer and they will start growing.  So, therefore in EMI, we would not say that I 
would say $12 million or $15 million is what I could do immediately, but potential is there in 
each one of them.  Each one of these accounts are growing at this point in time.  We have still 
not got to the fullest potential even in accounts like Bombardier or Alstom.  They are still 
growing for us.  The result is that EMI will start small, start becoming larger and larger 
whereas in case of GSD, we will know upfront how many FTEs or full-time engineers we 
need to assign in each one of them. 
 
 
Sameer Goyal - Alchemy Stockbrokers - Mumbai 
 
So, in GSD the deal size could be somewhere around $10 or $10+ million. 
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B.V.R. Mohan Reddy – Chairman and Managing Director  
 
No certainly not.  Probably, the lead sizes are more in the range of about $3 to 4 million.  
Very rarely we run into a 10 million plus lead size  
 

 
Sameer Goyal - Alchemy Stockbrokers - Mumbai 
 
Okay, fine.  Thanks and best of luck. 
 
 
Shikha - Moderator 
 
Thank you sir.  The next question comes from Mr. Dipen Shah from Kotak Securities, 
Mumbai.  Mr. Shah, you may ask your question now. 
 

 
Dipen Shah - Kotak Securities – Mumbai 
 
Hello, sir.  Congratulations on good set of numbers.  I had most of the questions answered on 
the strategic side, just one bookkeeping question.  What is the status on the capacity 
expansions and have we taken the funding, which we were expected to take during the 
quarter? 
 
 
 B.V.R. Mohan Reddy – Chairman and Managing Director 
 
Yes, the capacity expansion in terms of adding people, you saw 409 people and for fulfilling 
their space requirements, we went and rented out space.  We are slightly out of sync in terms 
of getting our space ready for our expansion.  I guess it is good news because work came 
ahead of the space.  The space currently in Hyderabad, our admin group is committing that 
they will deliver by April of 2007.  The structure is ready, a 125,000 sq ft. and as far as our 
Bangalore expansion is concerned, the first floor of the building, which is an 80,000 sq. ft. 
building is ready.  We have so far committed 40 crores on capital expenses, 12 crores in 
building, 28 crores in hardware and software.  There is some more to spend in the current 
quarter. 
 
 
Dipen Shah - Kotak Securities – Mumbai 
 
Okay, and we are supposed to take up some debt for this expansion.  Have you taken up any? 
 

 
B.V.R. Mohan Reddy – Chairman and Managing Director 
 
We have taken up debt.  We have drawn down, I believe, 20 crores from the bank. 
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Dipen Shah - Kotak Securities – Mumbai 
 
That is the extent of the debt or can we draw any more debt because you were expecting 
some 30 to 35 crores of debts to be taken? 
 

 
B.V.R. Mohan Reddy – Chairman and Managing Director 
 
If required, we will draw it down.  Otherwise, today, the cash position also is fairly strong in 
the company.  I believe at the end of the quarter, we had Rs. 54.9 crores of cash and bank 
balances, which is about $12.3 or 12.4 million. 
 

 
Dipen Shah - Kotak Securities – Mumbai 
 
Just a couple of other things once again.  Can you just give me the breakup of the other 
income in terms of the recurring other income and the Forex gain or loss? 
 
 
B.V.R. Mohan Reddy – Chairman and Managing Director 
 
Yes.  I believe on account of foreign exchange, we have a net, which is zero because we gained 
on account of our foreign exchange cover we had.  We lost because of the outstandings that 
we had to mark them down and as far as the income on the cash we had in bank balances 
and so on and so forth was about 40 lakhs for the first 9 months. 
 

 
Dipen Shah - Kotak Securities – Mumbai 
 
Okay, for the first 9 months?  And lastly, what can we assume on consistent tax rates in the 
quarters going ahead since you have done some tax adjustments in terms of transfer pricing 
to the Indian entity?  Can we expect a lower tax rate as compared to the 20% to 21%? 
 
 
B.V.R. Mohan Reddy – Chairman and Managing Director 
 
No,  It is almost the same, 20%-21%.  We seem to be at the best of tax efficient regime right 
now. 
 

 
Dipen Shah - Kotak Securities – Mumbai 
 
Okay, right.  Thanks very much and all the very best to you. 
 
 
Shikha - Moderator  
 
Thank you sir.  The next question comes from Mr. Suresh Guruprasad from Irvena Research, 
Chennai.  Mr. Guruprasad, you may ask your question now. 
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Suresh Guruprasad – Irvena Research - Chennai 
 
Hi, I just have a couple of questions.  The first one is during the call you mentioned that the 
standalone margins have increased by 150 basis points due to increase in utilization but, 
however, compared to the last quarter your utilization rates have actually come down.  So, 
has the definition changed or can you give me an explanation on that? 
 
 
B.V.R. Mohan Reddy – Chairman and Managing Director 
 
No. Request you to call us back tomorrow.  We will probably clarify this.  There is some 
confusion between what we had as utilization last quarter and this quarter.  We will clarify 
that for sure.  I think there is some mix-up on the numbers.  We will clarify this. 
 
 
Suresh Guruprasad – Irvena Research - Chennai 
 
Okay.  And just one data point.  I need the exchange rate for previous quarter and 3Q 2005-
2006. 
 
 
B.V.R. Mohan Reddy – Chairman and Managing Director 
 
Quarter 2 it was 45.95 and quarter 3 was 45.62. 
 
 
Suresh Guruprasad – Irvena Research - Chennai 
 
For the previous year same quarter? 
 
 
B.V.R. Mohan Reddy – Chairman and Managing Director 
 
Previous year same quarter was 43.89. 
 
 
Suresh Guruprasad – Irvena Research - Chennai 
 
Okay, thanks a lot. 
 

 
Shikha - Moderator  
 
Thank you sir.  Participants who wish to ask questions may please press “*” “1”.  As at this 
moment, there are no further questions from participants, I hand over the floor back to Ms. 
Diviya Nagarajan for the final remarks. 
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Diviya Nagarajan – Research Analyst – Motilal Oswal Securities 
 
Thank you all for logging into this call.  I would like to hand over the floor to Mr. B.V.R. 
Mohan Reddy for final remarks. 
 

 
B.V.R. Mohan Reddy – Chairman and Managing Director 
 
We would like to thank all of you for participating in our earnings call this afternoon.  We 
certainly appreciate you being on the line for an hour and 15 minutes now.  If you continue to 
have a few more questions, our Investor Relations Group, which is headed by Suryakiran 
and supported by Nanda Kishore Bajaj, they will be more than happy to answer any of your 
questions. Thank you very much.  We also like to thank Motilal Oswal for hosting the call 
today.  Thank you. 
 
 
Shikha - Moderator 
 
Thank you sir.  Ladies and gentlemen, this concludes the conference call.  You may now 
disconnect your lines.  Thank you for connecting to Airtel audio conference service and have 
a pleasant evening. 
 
 
 


