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Ratings Key

Neutral Ratings H = Hold MP = Market Perform SP = Sector Perform

ST: Short Term MT: Medium Term LT: Long Term

Satyam Computer Services Ltd (SCS.IN / SATY.BO)

This stock was not under active coverage from January 07, 2009 to June 08, 2009
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Financial Snapshot (Consolidated)

Key Financials

(YE Mar 31%) (Rs. Mn) FYO09E FY10E
Total Revenue 98,691 85,953
Revenue Growth (Y-0-Y)% 16.5% -12.9%
EBIDTA from Operations
(Incl Income from Associates) 17,817 13,753
EBIDTA Growth (Y-0-Y)% -2.9% -25.9%
Net Profit (Ex. Extraordinary) 14,586 9,462
Net Profit Growth (Y-0-Y)% -13.6% -37.9%
Shareholders Equity 37,591 44,870
Number of Diluted shares (mn)* 995 995
Key Operating Ratios
(YE Mar 31% FYO09E FY10E
EPS (Basic) (Ex- Extraordinary) 14.7 9.5
EPS Growth (Y-0-Y) -41.9% -37.9%
EBIDTA (%) 18.1% 16.0%
NPM (%) 14.9% 11.0%
RoE (%) 36.1% 21.1%
RoCE (%) 33.0% 19.0%
Tax/PBT (%) 12.0% 12.0%
Book Value per share (Rs.) 38.4 45.9
Debt/Equity (x) 0.2 0.1
Valuation Ratios
(YE Mar 31 FYO09E FY10E
P/E (x) 4.6 7.0
P/BV (x) 1.8 15
EV/EBIDTA (x) 3.7 4.8
Market Cap. / Sales (x) 0.7 0.8
EV/Sales (x) 0.4 0.7
Dividend Yield (%) 9.3% 9.3%

Market Cap. And Enterprise Value Data as on June 09, 2009

Current Market Price (Rs.) 66.8
No. Of Basic Shares (mn) 995
Market Cap. (US$ bn) 1.39
Total Debt (US$ bn)* * 0.17
Cash & Cash Equivalents (US$ bn)* * 0.28
Enterprise Value (US$ bn) 1.28

* Includes 328 mn fresh shares issued

* * Debt & Cash & Cash Equivalents as on Dec. 08; Ex. Rate: INR 47.59
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DuPont Model

(YE Mar 31%)

EBIDTA/Sales (%)
Sales/Operating Assets (x)
EBIDTA/Operating Assets (%)
Operating Assets/ Net Assets (x)
Net Earnings/ EBIDTA (%)

Net Assets/ Equity (x)

Return on Equity (%)

Common Sized Profit & Loss Account

(YE Mar 31%

Total Revenues

Personnel Expenses

Cost of Software and Hardware sold
Gross Profit

Operating and Administration Expenses
EBIDTA from Operations

(Incl Inc from Associates)

Depreciation and Amortization

Interest Expenses

Other Income Net

Profit Before Tax

Total Tax

Profit after Tax

Profit after tax (excl extra-ordinaries)

Note: Previous year data is not given, as company is yet to announce re-stated financials.
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Satyam’s Business in Pictures... (FY08)

(All figures are in Rs. Mn except where stated otherwise) All percentages are percent of revenues, unless

otherwise stated)

Operations/value added
Total Revenue
Rs. 84.734.9mn

North America Rs 50,887 mn (60%)
Europe Rs 17,886 mn ( 21%)

Asia Pacific Rs 11,365 mn ( 13%)
India Rs 2,526 mn (3%)

Rest of World Rs 2,169 mn ( 3%)

Cost of Software and Hardware sold Exp.: Rs. 23.2
mn. (0.03%)

Operating and Administration Expenses: Rs.
13,768.4 mn. (16.3%)

Employee Cost: Rs. 52,595mn (62.1%)

Total (100%)

Application Devt & Maintenance
(44%)

EBIDTA
Rs. 18348.3 mn.( 21.7%)

Interest: Rs. 201.9 mn. (0.2%)
Depreciation: Rs. 1,635.9 mn. (1.9%)
Net Operating Income: Rs. 2,672 mn. (3.2%)

Profit Before Tax

Below Rs. 19,182.5 mn. (22.6%)

Operating Line

Total Taxes
Rs. 2.303.6 mn.(2.7 %)

Profit After Tax
Rs. 16,878.9 mn. (19.9%)

Consulting and Business
Enterprise Solutions (45%)
Extended Engg Solutions (7%)
Infrastructure Management (4%)

BFSI (23%)

Manufacturing (24%)
Technology Media (22%)
Healthcare (8%)

Retail, transportation & logistics
(8%)

Others (15%)

Competition
Infosys, TCS, Wipro, HCL Tech,
EDS, Accenture, IBM

Balance Sheet
(FY-2008)

Assets
Rs. 88166.2 mn.(100%)

A

Liabilities
Rs. 88166.2 mn.(100%)

Fixed Asset - Rs. 12,794 mn.( 14.5%)

Inventories - Rs. 0.9 mn.( 0%)

Sundry Debtors - Rs. 23,702.8 mn.(26.9 %)
Cash & Bank Bal - Rs. 45,024.2 mn.( 51.1%)
Loans and Advances - Rs. 3,919.2 mn.( 4.5%)
Other Current Assets - Rs. 2,725 mn.( 3.1%)

Shareholders’ Funds- Rs. 1,341 mn. (1.5%)
Reserves: Rs. 71,032 .7 mn. (80.6%)

Long Term Debt- Rs. 2,166.5 mn. (2.5%)
Deferred Tax Liability - Rs. -871.8 mn. (-0.1%)
Sundry Creditors- Rs.6,375.5 mn.(7.2%)
Other current Liab.- Rs. 2,619.9 mn.(2.9 %)
Provisions. - Rs. 5,502.4 mn.(6.2 %)
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The Short Story...

Satyam Computer Services Ltd. (SCS.IN/SATY.BO) has been no WorldCom or
Enron — where when the dust settled, there was nothing left, but for a pile of debris.
Here, as the recently announced results have shown — regardless of whether or not
Ramalinga Raju had been riding a tiger as he put it, he and his team did build a real
company. That company continues to do business (FY10E revenues are Rs 86 bn or
USD1.8 bn), remains reasonably profitable and is still available for something close
to a song. By February 2009, EBIDTA margin has recovered to 17.5% (pre-
extraordinaries). Cashflows are already back on track.

Now that the management issues are also behind us, valuation ratios — a P/Sales of
0.8x, EV/IEBIDTA of 4.8x, P/E of 7.0x, all on conservative FY10 estimates - appear
very attractive. We reinitiate with a ‘Buy’ rating and a Target Price of Rs.110-120.
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The Slightly Longer Story...

Satyam announced its brief financials today in a disclosure to the stock exchanges, which was much
better than the Street’s expectations and painted a pretty bright picture for the company. In Q3 FYQ09,
the company reported an EBIDTA margin of 16%, as
/ \ against 3% stated by Mr. Ramalinga in a letter to the
'”Q?é';(g%;\he con_nparfmylgﬁ/ported BSE, while the NPM for the quarter stood at 8%.
an margin of 16%, as However, Satyam had a slightly tougher time in Q4
against 3% stated by Mr. Ramalinga | 9 a5 4 few of its clients moved away, which was
in a letter to the BSE, while the -
o reflected in its numbers for the month of January 20009,
NPM for the quarter stood at 8%... .
’ when the company reported an EBIDTA margin of 4%.
... In February 2009, the company's | Nevertheless, the situation improved significantly in
EBIDTA gk "_“pm"efztz ;7-5/" February 2009 and March 2009. In February 2009, the
pre-extraor 'n?pgs"fsms( AHPOSt 1 company’s EBIDTA margin improved to 17.5% pre-
\ / extraordinary items (12.4% post these).

Currently, Satyam has an employee strength of
approximately 41,000, which is also lower than the company’s earlier announced figure of
approximately 55,000 in a press conference held in January 2009. We believe that this will aid the
company’s margin improvement, going forward. According to the data provided by Satyam in the
disclosure, the company’s cash flows were well under control
in the January-March 2009 period. Satyam lost business
worth $183 mn in the quarter, on account of loss of
credibility, though it managed to win additional orders from
existing client amounting to $380 mn. This, to our mind,
clearly indicates the strong faith and confidence that
Satyam’s clients continue to have in the company, which
could well become its key future revenue growth driver. rowth driver
More importantly, Satyam’s association with Tech Mahindra \_ 9 -
could provide some synergistic benefits, going forward.

/ This, to our mind, clearly \
indicates the strong faith and
confidence that Satyam’s
clients continue to have in the
company, which could well
become its key future revenue

Satyam has not yet revised its earlier stated financials and we have, therefore, assumed no change in
the company’s financials for the first half of the fiscal FY09. We expect Satyam’s EPS at Rs.14.7
and an EBIDTA margin of 18.1% in FY09.

For FY10, we expect the company to face some difficulty in retaining its volumes as well as pricing
and, therefore, expect its margins to decline slightly * . We
/ The stock currently trades at\ estimate an EBIDTA margin of 16% and an EPS of Rs 9.5 on

an EV/EBIDTA of 4.8x, revenues of Rs.86 bn for FY10. Thus, today’s announcement
P/Sales of 0.8 and P/E of 7.0x made by Satyam has allayed concerns over its financial
—all on EY10 estimates — all stability and provides a good outlook for the company. The
of which are extremely stock currently trades at an EV/EBIDTA of 4.8x, P/Sales of
attractive. We reinitiate 0.8 and P/E of 7.0x — all on FY10 estimates — all of which are
coverage on Satyam with a extremely attractive. We reinitiate coverage on Satyam with a

\ rating of BUY / rating of BUY.
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Satyam’s Financials

Rs Mn H1 FY09 Q3 FY09 Jan-09 Feb-09 FY09E FY10E
Revenues 54,401 22,940 6,810 6,760 98,691 85,953
Other Income 938 -880 -340 -390 -750 500

Total revenues 55,339 22,060 6,470 6,370 97,941 86,453
Total Expenses 41,569 19,300 6,200 5580 80,124 72,700
EBITDA 13,770 2,760 270 790 17,817 13,753
EBITDA Margin % 24.88% 12.51% 417% 12.40% 18.2% 16.0%
EBITDA excluding ex ordinaries % 12,832 3,640 610 1,180 1,8567 13,753
EBITDA Margin excluding ex ordinaries % 23.59% 15.87% 8.96% 17.46% 18.1% 16.0%
Financial expenses 80 20 40 100 200

Depreciation/amortization 1,112 660 210 210 2,451 2,800
PBT 12,658 2,020 40 540 16,016 10,753
Tax 1,372 210 0 20 1,772 1,290
PAT 11,286 1,810 40 520 14,586 9,462
NPM % 20.4% 8.2% 0.6% 82% 14.9% 11.0%
No of Shares (In Mn) 677 677 677 677 677 995

No of Shares Diluted (In Mn) 995 995 995 995 995 995

EPS (Rs) 16.67 2.67 0.06 0.77 14.7 9.5

*Assumption:

FY10 revenue is estimated assuming average employee strength of 42,500 and 6% price discount
from current pricing levels. Exchange rate is assumed at 1$ = INR 47.0. In our estimates, we have
not factored in any contingent or legal liabilities (Upaid Litigation, U. S. Class Action law suit etc.)

Comparative Valuation

EBITDA ROE ROCE Annual Annual
P/E(x) P/S(x) P/BV(x) EV/EBITDA(x) EV/Sales(x) % % EPS  Sales

Company YE Growth Growth

FYO09E FY10E FYO9E FY10E FYO9E FY10E FYO9E FY10E FYO9EFY10E 09E  09E 09E (10'5)/09'E (10'5)/09'E

SATYAM Mar 44 7.0 0.7 0.8 18 X5 3.7 4.8 0.4 0.7 18.1%  36.1% 33.0% -37.9% -12.9%
TCS Mar 140 131 2.6 2.5 4.6 3.7 10.0 8.8 2.6 2.2 25.8%  34.9% 30.0% 8.2% 6.9%
INFOSYS Mar 167 179 4.6 45 55 4.5 12.4 12.8 43 41 33.2%  39.7% 39.7% -7.1% 1.6%
WIPRO Mar 152 148 2.3 2.2 43 3.6 10.9 10.5 2.2 2.1 20.2%  30.8% 24.6% 2.8% 3.6%
HCLTECH Jun 73 7.6 11 1.0 2.0 1.8 5.4 5.4 11 11 21.0%  28.3% 22.6% -3.8% 6.4%

Source: FG Estimates
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IMPORTANT DISCLOSURES

Price Target

Price targets (if any) are derived from a subjective and/or quantitative analysis of financial and
nonfinancial data of the concerned company using a combination of P/E, P/Sales, earnings growth,
discounted cash flow (DCF) and its stock price history.

The risks that may impede achievement of the price target/investment thesis are -

> Change in the economic climate/legislation against Indian offshore development in
the countries where the company provides its services

Billing rate pressure from clients
Fluctuation on US$-Rupee exchange rate
Salary and wage inflation & high employee attrition

Availability of tax holidays and incentives from Government of India

YV V. V V V

Unfavourable decision in legal cases (Caterpillar Inc., Bridge strategy group, S&V
Management consultant, Venture Global, U.S. Class action Law Suit, Upaid
Litigation and Other unacknowledged claims)
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First Global’s Rating System

Our rating system consists of three categories of ratings: Positive, Neutral and Negative. Within each
of these categories, the rating may be absolute or relative. When assigning an absolute rating, the
price target, if any, and the time period for the achievement of this price target, are given in the
report. Similarly when assigning a relative rating, it will be with respect to certain market/sector
index and for a certain period of time, both of which are specified in the report.

Rating in this report is relative to: S&P CNX Nifty

Positive Ratings

(i) Buy (B) — This rating means that we expect the stock price to move up and achieve our specified
price target, if any, over the specified time period.

(ii) Buy at Declines (BD) — This rating means that we expect the stock to provide a better (lower)
entry price and then move up and achieve our specified price target, if any, over the specified time
period.

(if) Outperform (OP) — This is a relative rating, which means that we expect the stock price to
outperform the specified market/sector index over the specified time period.

Neutral Ratings

(i) Hold (H) — This rating means that we expect no substantial move in the stock price over the
specified time period.

(ii) Marketperform (MP) — This is a relative rating, which means that we expect the stock price to
perform in line with the performance of the specified market/sector index over the specified time
period.

Negative Ratings

(i) Sell (S) — This rating means that we expect the stock price to go down and achieve our specified
price target, if any, over the specified time period.

(i) Sell into Strength (SS) — This rating means that we expect the stock to provide a better (higher)
exit price in the short term, by going up. Thereafter, we expect it to move down and achieve our
specified price target, if any, over the specified time period.

(iii) Underperform (UP) — This is a relative rating, which means that we expect the stock price to
underperform the specified market/sector index over the specified time period.

(iv) Avoid (A) — This rating means that the valuation concerns and/or the risks and uncertainties
related to the stock are such that we do not recommend considering the stock for investment
purposes.
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The information and opinions in this report were prepared by First Global Securities Ltd. Information contained herein is based on data obtained
from recognized statistical services, issuer reports or communications, or other sources, believed to be reliable. However, such information has not
been verified by us, and we do not make any representations as to its accuracy or completeness. Any statements nonfactual in nature constitute
only current opinions, which are subject to change. First Global does not undertake to advise you of changes in its opinion or information.

First Global and others associated with it may make markets or specialize in, have positions in and effect transactions in securities of companies
mentioned and may also perform or seek to perform investment banking services for those companies.

Whilst all reasonable care has been taken to ensure the facts stated and the opinions given are fair, neither First Global (UK) Limited nor FG
Markets, Inc. nor any of their affiliates shall be in any way responsible for its contents, nor do they accept any liability for any loss or damage
(including without limitation loss of profit) which may arise directly or indirectly from use of or reliance on such information.

First Global (or one of its affiliates or subsidiaries) or their officers, directors, analysts, employees, agents, independent contractors, or consultants
may have positions in securities or commodities referred to herein and may, as principal or agent, buy and sell such securities or commodities. An
employee, analyst, officer, agent, independent contractor, a director, or a consultant of First Global, its affiliates, or its subsidiaries may serve as a
director for companies mentioned in this report.

First Global and its affiliates may, to the extent permitted under applicable law, have acted upon or used the information prior to or immediately
following its publication, provided that we could not reasonably expect any such action to have a material effect on the price.

This memorandum is based on information available to the public. No representation is made that it is accurate or complete. This memorandum is
not an offer to buy or sell or a solicitation of an offer to buy or sell the securities mentioned.

The investments discussed or recommended in this report may not be suitable for all investors. Investors must make their own investment decisions
based on their specific investment objectives and financial position and using such independent advisors as they believe necessary. Where an
investment is denominated in a currency other than the investor's currency, changes in rates of exchange may have an adverse effect on the value,
price of, or income derived from the investment. There may be instances when fundamental, technical, and quantitative opinions may not be in
concert.

Past performance is not necessarily a guide to future performance. Income from investments may fluctuate. The price or value of the investments to
which this report relates, either directly or indirectly, may fall or rise against the interest of investors. There are risks inherent in international
investments, which may make such investments unsuitable for certain clients. These include, for example, economic, political, currency exchange
rate fluctuations, and limited availability of information on international securities.

The value of investments and the income from them may vary and you may realize less than the sum invested. Part of the capital invested may be
used to pay that income. In the case of higher volatility investments, these may be subject to sudden and large falls in value and you may realize a
large loss equal to the amount invested. Some investments are not readily realizable and investors may have difficulty in selling or realizing the
investment or obtaining reliable information on the value or risks associated with the investment. Where a security is denominated in a currency
other than sterling (for UK investors) or dollar (for US investors), changes in exchange rates may have an adverse effect on the value of the security
and the income thereon. The tax treatment of some of the investments mentioned above may change with future legislation. The investment or
investment service may not be suitable for all recipients of this publication and any doubts regarding this should be addressed to your broker.

While First Global has prepared this report, First Global (UK) Ltd. and FG Markets, Inc. is distributing the report in the UK & US and accept
responsibility for its contents. Any person receiving this report and wishing to effect transactions in any security discussed herein should do so only
with a representative of First Global (UK) Ltd. or FG Markets, Inc.

First Global (UK) Limited is regulated by FSA and is a Member firm of the London Stock Exchange.

FG Markets, Inc. is regulated by SEC and is a member of The Financial Industry Regulatory Authority (FINRA) and Securities Investor Protection
Corporation (SIPC). FG Markets, Inc., its affiliates, and its subsidiaries make no representation that the companies which issue securities which are
the subject of their research reports are in compliance with certain informational reporting requirements imposed by the Securities Exchange Act of
1934. Sales of securities covered by this report may be made only in those jurisdictions where the security is qualified for sale.

Additional information on recommended securities is available on request.

This report may not be resold or redistributed without the prior written consent of First Global.
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