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“You can fool all of the people some of the time, and some of the people all of the time, but you
cannot fool all of the people all of the time.” - Abraham Lincoln

THIS RESEARCH REPORT EXPRESSES SOLELY OUR OPINIONS. THIS REPORT RELATES SOLELY TO THE VALUATION OF PUBLICLY TRADED BONDS ISSUED BY
FOREIGN COMPANIES NOT INCORPORATED IN INDIA (ROLTA'S DELAWARE, USA, SUBSIDIARY) AND TRADED OVER THE COUNTER OUTSIDE OF INDIA, AND DOES
NOT EXPRESS ANY OPINION AS TO THE VALUE OF ANY SECURITIES TRADED ON PUBLIC EXCHANGES IN INDIA OR ANY INSTRUMENT OR SECURITY ISSUED BY ANY
ENTITY INCORPORATED IN INDIA. We have no investment interest in any security traded on any exchange in India or issued by an entity incorporated or located in India. We have
a short interest in Rolta’s Delaware issued bonds and therefore stand to realize gains in the event that the price of such credit instruments declines. This report relates solely to our
good-faith opinion of the valuation of such bonds and we express no opinion whatsoever as to the value of Rolta’s equity. Use Glaucus Research Group California, LLC’s research
opinions at your own risk. This is not investment advice nor should it be construed as such. You should do your own research and due diligence before making any investment
decisions with respect to the securities covered herein. Please refer to our full disclaimer located on the last paae of this report.

COMPANY: Rolta India Limited

INVESTMENT IDEA: Short Delaware Issued 2018 and 2019 Corporate Bonds

On April 16, 2015, we published a detailed investment opinion (the “Report™) on the 2018 and 2019 US$ bonds (the “Junk Bonds™)
issued by the Delaware subsidiary of Rolta India Limited (“Rolta” or the “Company”). In our Report, we presented extensive analysis
and evidence, which in our opinion, indicate that Rolta has fabricated its reported capital expenditures in order to mask that it has
materially overstated its EBITDA.

On April 20, 2015, Rolta issued a response (the “Response”) which not only materially contradicted previous statements by the Company
(including statements in its 2013 and 2014 bond prospectuses), but was also muddled, riddled with factual errors and deliberately evasive.
Any bondholder who critically read our Report and the Response should conclude that Rolta has only dug itself deeper into the hole.

Rolta begins its Response with an attempt to undermine our credibility on the grounds that we are biased, because we have a short interest
in the Junk Bonds. We freely admit our bias. But it is laughable for Rolta to call into question the power of our analysis on the grounds
of self-interest when Rolta has an even greater self-interest in the success of its bond issuance and its continued access to foreign capital
markets. As we will see, such dishonest, logically-deficient, hyper-defensive accusations are typical of Rolta and its limp attempt to
distract bondholders and ratings agencies from the evidence and analysis contained in our Report.

e Authentic Capital Expenditures Should be Reasonably Foreseeable. Rolta responded that capital expenditures routinely
exceeded guidance because such guidance did not include acquisitions and foreign currency fluctuations. Such excuses are
nonsense. Every year (FYs 2011-2014), Rolta’s annual capital expenditures exceeded the Company’s guidance for spending in
Q1 or Q2 by an annual average of 208%, even after we remove the effect of acquisitions (which are minimal). If such capital
investments are legitimate, they should be reasonably foreseeable. If they are fabricated, guidance would be useless
because such reported expenditures are simply concocted at year end to offset dubious EBITDA reported by the business.

e Rolta’s Returns on Capital Investment are Abysmal. On both an absolute and relative basis, Rolta does not report
meaningful returns from its high levels of capital spending. Its fixed asset turnover from FYs 2012-2014 was an abysmal 0.7x.
Rolta’s returns are so poor that it creates a reasonable suspicion that its capital expenditures are not authentic.

o The Response attempted to distract investors from such figures, by offering a ‘peer’ group which included a power
utility, a manufacturer of ships and submarines and a maker of telecom equipment, whose businesses are nothing like
Rolta’s. The only peer offered by Rolta in the IT solutions space was Hexagon, but Rolta appears to have deliberately
manipulated the calculation of Hexagon’s fixed asset turnover ratio (by including intangibles assets) to make it appear
(falsely) that Hexagon was as bad as Rolta at capital investments. Calculated properly, we estimate that Rolta fixed
asset turnover ratio is actually 92% less than Hexagon’s. Such deceptive tactics are a massive red flags to
bondholders, and only underscore the point that compared to other IT solutions firms, Rolta receives almost nothing for
its substantial capital expenditures.

e INR 5.6 billion is Missing. We questioned the authenticity of Rolta’s reported capital expenditures on buildings. Rolta
responded with a list of projects that supposedly accounted for the spending. Yet in FYs 2012 and 2013, Rolta reportedly spent
INR 6.6 billion on buildings, and according to Rolta’s Response, the only active project during those years was the demolition
and rebuilding of Rolta Tower 1. But on Rolta’s FY 2011 conference call, its CFO said that the Rolta Tower 1 redevelopment
would only cost INR 1 billion, meaning INR 5.6 billion is missing and not accounted for. Rolta’s numbers fail to add up.
Again.
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e  Questionable Authenticity of Capital Expenditures. Rolta buys computer systems only to depreciate and dispose of them shortly
thereafter for an almost total loss. Rolta claims that its 2-6 year depreciation schedule is reasonable, but fails to address evidence
that Rolta appears to have fully depreciated disposed systems on an even quicker timeline (1 year in some cases).

o Rolta’s response to this point was disingenuous. Shockingly, Rolta claimed that it even “made a profit” on the sale of
computer systems in 3 out of 7 years. This is an accounting gimmick of the highest order. Rolta claims either a small loss
or even a ‘profit’ because it sold the equipment at or near its carried book value. But in reality, the cash loss (the true
economic loss) is simply recognized not upon sale but on the income statement in the form of a non-recurring depreciation
charge. In reality, for almost no returns, Rolta has incurred a cash loss of INR 25 billion since 2008 from buying computer
systems, then aggressively and quickly depreciating their value before disposing of them for next to nothing. This suggests (in
our opinion) that such expenditures are not authentic.

o Most Egregious Example. In FY 2013, Rolta appears to have fully depreciated computer systems that it purchased new in FY
2012 for INR 5.8bn (US$ 108.1 mm) and disposed of them for INR 12.2 million (US$ 222,000). How does US$ 108 million
of computer systems become almost worthless in one year? Why were they apparently depreciated ahead of schedule?

o If such purchases were authentic, why has Rolta (again) failed to provide any additional information on these expenditures?
From whom did Rolta purchase INR 31 billion (US$ 594 mm) on computer systems from FYs 2011-2014? What exactly
did Rolta buy? Why were such systems disposed of so quickly? To whom were they disposed?

e  Questionable Utility. Rolta spent 45 times more than other leading IT solutions companies on computer systems, suggesting that
Rolta’s reported capital expenditures are unnecessary and unreasonable when compared to other leading IT firms. Rolta justified
such expenditures on the grounds that it is an IT company. This misses the point. The question is not why an IT firm needs to buy
computer systems, but why Rolta spent 45times more than other leading IT companies on them.

o Rolta’s balance of furniture and fixtures per employee is US$ 10,492 (gross), which is 7.1x greater than Google’s (also on a
gross basis). Rolta’s reported spending so far exceeds other technology companies and the bounds of reasonableness that in
our opinion they appear fabricated. Rolta falsely accused us of comparing its gross figures to net figures from Google. Rolta
is mistaken (again). We included snapshots of the balance sheets in Annex | of this Rebuttal which show that our calculation
is correct.

e Phantom Prototypes. In our Report, we questioned the legitimacy of Rolta’s claimed US$ 139.4 million in expenditures on
prototypes in FY 2014, when it appears that prototypes for Rolta’s two most salient prospective contracts would cost (at a
maximum) only US$ 23.4 million. The response was surreal.

o Rolta responded that in fact it did not spend US$ 139.4 million on prototypes in 2014, rather this sum represented total capital
investments. This materially contradicts previous statements by Rolta in both the 2014 bond prospectus and the 2014
annual report, which unambiguously state that Rolta spent US$ 139.4 million on prototypes (we have the excerpts to prove
it). That Rolta asks bondholders to disregard the plain reading of its MD&A suggests that the Company is not to be trusted.

o Rolta attempts to distract bondholders by claiming large capital expenditures on prototypes. Yet this materially contradicts
the Company’s previous statement, in which a Rolta executive said on the Q1 2015 conference call that Rolta’s most
salient and (presumably) lucrative prospective contract (the BMS contract) would require “hardly any capital expenditures”
because the Indian government pays such costs.

o Furthermore, if capital investments went to prototypes, what prototypes has Rolta actually built? For which projects? How
much did such prototypes cost? That Rolta failed, in its Response, to provide any measure of detail on its supposed capital
investments should scare any investor examining the long term viability of the Junk Bonds.

e  Gurgaon Facility. In our Report, we noted that Rolta spent INR 1.5 billion (US$ 31 million) on a facility owned privately by the
Chairman. The Company does not deny this, but claims that money was spent fitting out two floors leased from the Chairman. We
find it hard to believe that Rolta spent INR 1.5 billion fitting out two floors considering it only cost INR 1 billion to demolish and
rebuild the seven-story Rolta Tower 1. Just another example of cash disappearing into a black hole of capital expenditures.

e  Chairman’s Murky Compensation Structure. Our Report questioned how the Chairman could be paid INR 61 million in FY
2012 when Rolta lost money that year, given that his compensation structure entitles to him to 5% of net profits. Rolta said our
facts were wrong, that it did make a profit that year. Rolta’s consolidated IFRS financial statements (which govern bond covenants
and which are generally relied up by bondholders) state that Rolta recorded a net loss of INR 959.9 million in FY 2012. Rolta’s
response was disingenuous, and highlighted the conflict of interest inherit in a compensation structure that incentivizes paper profits
under Indian GAAP when the IFRS financial statements clearly show that Rolta lost money.

e Unfathomable EBITDA Margins. In our Report, we noted that the standalone EBITDA margins for Rolta’s Indian subsidiary
(71% in FYs 2013 and 2014) were simply not credible. Rolta responded that only the consolidated EBITDA margins (35%) could
be relied upon. We disagree, but the point may be moot, because even such consolidated margins are not credible. A group of
leading IT solutions companies, which are put forth by Rolta in its Response as reasonable comps, show an average EBITDA
margin of just 19.1%, and no other leading IT solutions firm in this group reported a 35% EBITDA margin in any of the last five
years.

We continue to firmly believe that the preponderance of the evidence suggests Rolta has fabricated its reported capital expenditures and
that both bondholders and ratings agencies have failed to price this evidence into Rolta’s Delaware issued bonds. We continued to value
the Junk Bonds at the recovery value of Rolta’s offshore assets, which we estimate to be US$ 0.16 on the dollar.
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I Capital Expenditures Significantly Exceeds Guidance

Perhaps one of the most damming pieces of evidence in our analysis is Rolta’s pattern of annual capital
spending which exceeds early quarter guidance. If such capital investments are legitimate, they should be
reasonably foreseeable. If they are fabricated, guidance would be useless because such reported
expenditures are simply concocted at year end to offset dubious EBITDA reported by the business.
Evidence suggests the latter.

For example, in Rolta’s 2013 bond prospectus, the Company stated that its budgeted capital expenditures
for FY 2013 (ending June) were US$ 200 million, of which Rolta had already spent US$ 143 million as
of March 2013." However, in Rolta’s subsequent filings, the Company reported that capital expenditures
for FY 2013 were US$ 350 million.? In just three months, the Company supposedly spent an additional
US$ 207 million, more than doubling its capital investment for the year and bringing its total
expenditures for FY 2013 to 75% over budget. How could management, in March 2013, not have
foreseen such large capital expenditures over the next three months?

Capital investment should be reasonably foreseeable, especially in the near term. Since FY 2009, Rolta
has spent an average of 178% more on capital expenditures per year than management guided to analysts
in Q1 or Q2. Measured from FY 2011-2014, Rolta has spent 218% more than early guidance. A
predictable pattern has emerged: early in each calendar year, Company managers promise analysts and
bondholders that capital expenditures will come down significantly, only for such expenditures to
skyrocket in Q3 and Q4.

In the Response, Rolta claimed that our analysis was incorrect, because acquisition costs were not
included by management in capital expenditure guidance. Rolta complains that it “cannot be expected to
predict the number and value of acquisitions” it makes in a given year.’

This is irrelevant. In the following table, we compare the Company’s guidance on capital expenditures
to Rolta’s actual capital expenditures and we remove the effect of acquisitions, which were minimal.
The same damning pattern is clear.

Rolta Capital Expenditures Ex Acquisitions: Spending Exceeds Q1/Q2 Guidance
Figuresare in INRmm

% Increase in
EarliestQ CapEx per Spending \s.
Year guided | Guidance AR Difference Guidance Acquisition
2009 Q2 4,800 8,128 3,328 69.3% 909
2010 Q1 3,000 6,629 3,629 121.0% 24
2011 Q2 3,000 8,393 5,393 179.8% -
2012 Q2 3,000 13,932 10,932 364.4% -
2013 Q1 3,000 16,013 13,013 433.8% 1,470
2014 (9m) Q1 6,199* 8,462 2,263 36.5% -
Total 22,999 61,558 38,559 167.7% 2,403

* During Q1 2014 conference call, Rolta disclosed target CapEx was US$ 100 mm so we used the
average exchange rate on FY14 AR p. 107 to convert it to INR million.

Source: Company Conference Calls and public filings

! Rolta 2013 Bond Prospectus, p. 65.
2 Rolta 2014 Bond Prospectus, p. F-137.
% Rolta Response, p. 22.
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Without acquisitions, Rolta’s capital expenditures exceeded early quarter guidance by an average of
168% per year from FY 2009 — 2014. Measured from FY 2011 — 2014, spending exceeded guidance by
a staggering 208%! As the following bar chart shows, the damning pattern exists regardless of whether
we include acquisitions in the calculation.
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In 2013, management guidance in Q1 was INR 3 billion for the year, even though Rolta ended up
spending INR 16 billion for the year (without considering acquisitions), 433.8% more than management
told analysts to expect.

Rolta also tried to blame foreign currency fluctuations on missing guidance, but the impact is negligible.
If foreign currency fluctuations explained Rolta’s spending pattern, we should expect the variance to go
both ways: some years, spending should exceed estimates, other years, vice versa.

Rolta’s excuses are simply nonsense. Regardless of acquisitions, the damning pattern holds. In Rolta’s
response, and in the commentary of sell-side analysts who function as apologists for the Company, no
explanation is ever offered for the fact that capital expenditures so consistently and significantly
exceed guidance.

In our opinion, this indicates that management is either incompetent and does not remotely understand its
business or it is simply fabricating capital expenditures in Q3 and Q4 in order to mask overstated
EBITDA by inappropriately capitalizing costs. We believe the latter.
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Il. Rolta’s Return on Capital Investments is Abysmal

In our Report, we highlighted that from FYs 2008-2014, Rolta spent INR 70 billion (US$ 1.4 biln) on
capital expenditures and acquisitions, an amount far in excess of the INR 43 billion (US$ 858 mm) in
EBITDA that the Company supposedly earned over this period.

Yet the return on such spending has been unquestionably abysmal. Rolta’s fixed asset turnover ratio (a
measure of the return on capital investment) is 0.7x (FYs 2012-2014), which is 93% less than an
average of its putative peers.

Fixed Asset Turnower

Company Name Industry 2012{2013| 2014
NIIT IT Consulting and Other Services 8.5x| 6.6x| 7.94
NIIT Technologies |Systems Software 6.1x| 6.6x| 6.4x
Mindtree IT Consulting and Other Services 7.5x] 9.0x| 9.5x
Infosys IT Consulting and Other Services 6.5x| 6.6x| 6.6x
Tata Consulting IT Consulting and Other Services 8.6x| 8.9x| 9.0X
Siemens India Industrial Conglomerates 9.0x| 7.8x| 7.5%
Siemens Industrial Conglomerates 8.0x| 7.5x| 7.54
Tech Mahindra IT Consulting and Other Services 7.3x| 7.8x] 12.0x
Wipro IT Consulting and Other Services 5.6x| 6.8x| 8.5X
Punj Loyd Construction and Engineering 4.2x] 3.9x| 3.6X
Bharat Electronics Aerospace and Defense 9.8x| 8.4x| 7.11
Accenture IT Consulting and Other Services 35.6x| 36.6x| 38.1x
Honeywell Aerospace and Defense 7.7x| 7.6x| 7.6X
Capgemini IT Consulting and Other Services 18.9x| 19.5x| 20.1X
IBM IT Consulting and Other Services 7.5x| 7.2x| 7.5X
Microsoft Systems Software 9.0x| 8.5x| 7.6X
Cognizant IT Consulting and Other Services 8.5x| 8.6x| 8.8X
HCL Technologies  [IT Consulting and Other Services 10.1x| 10.3x| 10.94
Rolta IT Consulting and Other Services 0.7x| 0.6x| 0.8x

Source: Capital 1Q
* Rolta's 2014 operating results include Q1 2015 to adjust for change in FYE from
June to March 2014,

Rolta claimed in its Response that we had “cherry picked” the peer group of 18 leading IT solutions
companies, which had an average annual fixed asset turnover ratio of 10.1x. Instead, Rolta offered 4
“peers” (which supposedly also boasted poor fixed asset turnover ratios), and claimed that its return on
capital investment was therefore “reasonable.”

First of all, the Response to this point is unintentionally hilarious. Rolta dismisses our analysis on the
basis that the IT companies we selected for a comparison of fixed asset turnover ratios were not a
reasonable basis of comparison.

But on the very next page of its Response, Rolta offers a table comparing the estimates of useful lives
of computer systems by the “leading IT companies” to argue that its own depreciation assumptions are
reasonable. Rolta’s depreciation schedule table (unbelievably) includes SIX companies from the peer
group we identified in our comparison of fixed asset turnover: Infosys, Wipro, TCS, Tech Mahindra,
Capgemini and Accenture.’

* Rolta Response, p. 8.
® Rolta Response, p. 8-9.
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UservL Liee OF
CoMPANY COMPUTER
EQUIPMENT 'S

Infosys 3-3 vears

Wipro 2 to 7 years
TCS 4 years

Tech Mahmdra | 3 years
Capgemini 3 to 5 years
Accenturs 2 to 7 vears
Hexaware 3 vears

Mastek 2 years

1Gate 3 years

Tata Power 6 years

L&T 6 years

Eolta 2 to 6 vears

Rolta Response, p. 9.

When the comparisons are not flattering (because Rolta reported fixed asset ratio was 93% less than such
“leading IT companies” during the period FY 2012-2014), Rolta dismisses our list of comparable
companies as being misleading. Yet on the very next page, when it is convenient for the Company, Rolta
touts many of those same companies as a reasonable basis for comparison. This is just another
example of the deficient logic (bordering on misrepresentation) employed by Rolta throughout its
Response.

Furthermore, Rolta’s “peer” group is ridiculous. One of “peers” selected for comparison was Tata
Power, Indian’s largest private utility. A utility company’s return on assets should be low, because its
business requires heavy investment infrastructure and power generation, which is paid back slowly over
time as the firm sells power. Its business is nothing like Rolta’s.

The second and third “peers” offered by Rolta are L&T Defense, a defense contractor which builds
warships and submarines and ITI Ltd, a state-owned manufacturer of telecommunications equipment.
Building ships and telecommunications equipment is much different that providing IT solutions — as both
companies invest in large infrastructure projects (ships, telecommunications). Rolta does not.

The only “peer” offered by Rolta which appears to have even a remotely similar business to Rolta is
Hexagon AB (“Hexagon™), which is a global IT solutions company based out of Sweden.

Here Rolta appears to have intentionally misrepresented Hexagon’s fixed asset turnover ratio to make
it appear as if Hexagon is as bad at capital investment as Rolta. In its calculation, Rolta includes
Hexagon’s intangible assets and other current assets. This is accounting 101 — when calculating fixed
asset turnover, such items are inappropriate.

If we calculate Hexagon’s ratio properly, we estimate that Hexagon’s fixed asset turnover ratio
average for FY 2012-2014 is 9.8x! By comparison, Rolta’s ratio is 92% less than Hexagon’s.



http://www.tatapower.com/aboutus/pioneers-power.aspx
http://www.tatapower.com/aboutus/pioneers-power.aspx
http://forbesindia.com/column/column/lts-defence-dilemma/38655/1
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Fixed Asset Turnover FY2012 FY2013 FY2014 | Average

Roltal 0.74 0.69 0.94 0.79
Hexagon AB? 10.16 9.88 9.29 9.78
Difference % -93% -93% -90% -92%

Source: 1. Rolta Response on 4/20/2015.
2. Hexagon Annual Reports; Capital 1Q

Hexagon’s return on capital investment is almost exactly in line with the fixed asset turnover ratio
(average of 10.3x) that we calculated for other “leading IT companies.” Examining Hexagon, Rolta’s
proposed IT solutions peer, only reinforces our point: Rolta’s return on capital investment is so poor (on
both a relative and absolute basis) that such expenditures appear simply fabricated.

The peer group originally identified in our Report includes many IT solutions firms operating in India.
These are businesses which conduct the same or similar business as Rolta, and many of them do so in the
same market. Our list even includes Bharat Electronics, which is Rolta’s manufacturing partner in its
consortium bid for the BMS contract, and which reports a significantly higher asset turnover ratio
(8.43x) than Rolta (0.7x).°

It is nonsense for Rolta to claim our chosen peer group is unfair when it includes Rolta’s bidding partner
and other firms which are offered by Rolta as reasonable bases of comparison in the same Response.

We highlighted Rolta’s dismal return on assets for two reasons. The first is that Rolta’s return on capital
expenditures is so far below other IT solutions firms that it suggests Rolta’s reported spending is
fabricated. The second reason is that the Company’s fixed asset ratios show that Rolta is getting
almost nothing in return for the huge amounts of money it spends every year.

1. INR 5.6 billion is Missing

In our Report, we noted that Rolta’s reported capital expenditure on buildings is highly suspicious
because between FYs 2006 and 2014, Rolta claims to have spent INR 12 billion (US$ 241 mm) on
buildings, yet Rolta did not appear to add any owned real property during that period except for office
suites acquired in 2009. This begs the question of whether such capital expenditures were authentic.

Rolta responded that its capital investment in buildings during this period was allocated to the following
projects:’

- Rolta Tower 1 which was demolished and rebuilt in FY 2012 and FY 2013
- Rolta Tower “C” which was demolished and rebuilt in FY 2008

- SEEPZ SEZ Unit nos. 201-204 completed in FY09; and

- SEEPZ SEZ Unit nos. 501-504 completed in FY10

Yet the figures do not even come close to adding up. In FYs 2012 and FY 2013, Rolta reportedly spent a
total of INR 6.6 billion on buildings (not fixtures or fittings).®> According to Rolta’s Response, the only
building redevelopment project which took place during those two fiscal years was the demolition and
reconstruction of Rolta Tower 1.

But on Rolta’s FY 2011 conference call, Rolta CFO Hiranya Ashar told analysts that the redevelopment
of Rolta Tower 1 would only cost a total of INR 1 billion.

® Average FYs 2012 — 2014.
" Rolta Response p. 12-13.
® This is an unusually large amount to spend on one building and amounts to 50% of the Company’s total gross buildings assets.
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Soumitra Chatterjee

And this redevelopment thing, I think can you name the center which you are redeveloping and what is the CapEx of
the total work you mentioned, I think around 250 crores for this fiscal what must be going into that I mean any
guidance on that?

Hiranya Ashar, Director, Finance and Chief Financial Officer

Out 100 odd crores will be going into the redevelopment of Rolta center one, which is here in Mumbai.

Soumitra Chatterjee

Okay. And that will be predominantly furniture and fittings or something around the machmery type of that you could
--also?

Hiranya Ashar, Director, Finance and Chief Financial Officer

No, no it's -- when I am saying redevelopment fee we are rebuilding our facility it is ground plus one building. which
we have demolished and now it will be a ground plus seven story.

Soumitra Chatterjee

Okay. That's fine. Thanks, that's it from my side. Thank you.

Source: Rolta FY 2011 Conference Call

If only INR 1 billion of building capital expenditures went towards the redevelopment of Rolta Tower 1,
where did the other INR 5.6 billion go that Rolta supposedly spent on buildings in FYs 2012 and
2013?

INR 5.6 billion is missing. Rolta’s Response simply increased the suspicion that its reported capital
expenditures on buildings were not authentic, because its touted redevelopment projects do not appear to
come close to accounting for the massive amount of money that the Company claims to have spent.

V. Reported Expenditures of Questionable Authenticity and Utility

Rolta’s reported capital expenditures are deeply suspicious, with much of the reported spending
disappearing into phantom prototypes and computer systems of questionable authenticity and utility.
Rolta’s Response did not even attempt to address the Report’s analysis on this topic, but instead
intentionally misrepresented the Report’s contents to distract from the damning evidence.

1) Computer Systems

In our Report, we noted that from FYs 2011-2014, Rolta spent INR 31 billion (US$ 594 mm) on
computer systems, representing 64% of the Company’s total capital expenditures during this period.
Suspiciously, Rolta fell into a predictable pattern of acquiring computer systems, quickly depreciating
them (in some cases faster than its depreciation assumptions should allow), and then disposing of such
systems at a massive loss shortly after purchase.

During this period, Rolta disposed of INR 21.1 billion (US$396 mm) of computer systems and in
exchange received only INR 77.2 million (US$ 1.3 mm). Because Rolta quickly depreciated many
newly purchased computer systems to zero before disposal, Rolta did not record a loss upon sale on the
income statement and instead was able to take a non-recurring depreciation charge.

Rolta attempts in its Response to characterize these losses as small or in certain instances even as profits.
Rolta claims that between FY 2008 and FY 2014, the Company “made profits in 3 years out of the 7 years
from such sales.” Rolta also claims that overall loses on dispositions were only INR 884.2 million, once
depreciation is taken into account.

° Rolta Response, p. 10.
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This is disingenuous and an accounting gimmick of the highest order. Rolta buys equipment, then
aggressively and quickly depreciates its value; and then disposes of it for next to nothing. Rolta then
claims either a small loss or even a ‘profit’ because it sold the equipment at or near its carried book value.
But in reality, the cash loss (the true economic loss) is recognized not upon sale but on the income
statement in the form of a non-recurring depreciation charge.

Rolta claims it is reasonable to depreciate computer systems on a 2-6 year schedule and that once
depreciated, such systems retain little of their original value. We do not disagree. The debate is not on
whether it is reasonable to depreciate computer systems on a 2-6 year schedule or whether they are
valuable upon disposal, the debate is whether such purchases and subsequent dispositions were authentic.
We think not.

One of the reasons that we think such purchases were not authentic is because they were sold or scrapped
so soon after Rolta purchased the equipment. By our calculation (assuming a conservative FIFO system),
Rolta has fully depreciated and disposed of computer equipment which it had purchased the previous
year, seemingly sooner than its depreciation schedule should allow.

(INR mm) Age of Disposed Computer Systems
7,000

6.000

5,000

4,000 -

3.000

2,000

1,000 I I I

: n .
FYO08 FY09 FY10 FY11 FY12 FY13 2014 (9mo)

O4years W3 years ®m2years W1 year

Source: 2014 Bond Prospectus, Rolta Annual Reports, Glaucus calculation

The most egregious example occurred in FY 2013, when Rolta purportedly disposed of INR 16 billion
(US$ 294.6 mm) of computer systems including INR 4.3 billion (US$ 77.9 mm) of equipment purchased
in FY 2011 and INR 5.9 billion (US$ 108.1 mm) of equipment that was purchased in FY 2012, the

previous year.

Whether such losses are recognized on the income statement or balance sheet, it does not change the fact
that Rolta has recognized cumulative cash losses of INR 25,548.7 million by engaging in a pattern of
purchasing, depreciating, then quickly disposing of computer equipment.
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Cash Loss from Disposal of Computer System
vs EBITDA (Cumulative)
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Source: 2014 Bond Prospectus, Rolta Annual Reports, Glaucus calculation

Such losses are so staggering that we question the authenticity of the capital expenditures and suspect that
the function of such dispositions is simply to provide a black hole on paper to mask the overstatement of
the Company’s EBITDA.

Another reason that we believe such purchases were not authentic is because on a gross basis, as of FYE
2014, Rolta balance sheet shows US$ 99,873 (INR 6 million) worth of computer systems per employee,

which is as least 45 times more than its putative peers (also measured on a gross basis).

Computer Equipment per Employee at Last FYE

Computer Computer
Computer | Equipment per | Eoguipment per Rolta

Market Cap # of Equipment Employee Employee Spending
Name of Company Industry* (in INR mm) ? | Employees® | (INR mm)? (in INR) (in USD) Multiples
Rolta IT Consulting and Other Services 27,732 3,500 20,889 5,968,214 99,873 E
NIT IT Consulting and Other Services 6,417 2,942 1,697 576,798 9,652 104
Mindtree IT Consulting and Other Services 113,428 12,926 1,570 121,461 2,033 49 X
Infosys IT Consulting and Other Services 2,496,721 160,405 21,780 135,781 2,272 444
Tata Consulting IT Consulting and Other Services 4,980,360 300,464 34,642 115,293 1,929 52 X
Tech Mahindra IT Consulting and Other Services 607,801 98,009 10,075 102,797 1,720 58 X
Wipro IT Consulting and Other Services 1,563,385 133,425 8,508 63,766 1,067 94 X
Capgemini IT Consulting and Other Services 1,035,104 131,430 45,590 346,874 5,786 17 X
Cognizant IT Consulting and Other Services 2,257,899 211,500 25,488 120,513 2,017 50 %
HCL Technologies [IT Consulting and Other Services 1,322,549 95,522 15,978 167,266 2,799 36 4
NIIT Technologies [Systems Software 22,355 8,282 1,314 158,638 2,655 38 4
Note: The computer equipment balances are presented ex depreciation. Awerage 45X
Source:
1. Capital 1Q

2. Market Cap on Apr. 1 2015 on Bloomberg
3. Each company's latest fiscal year end annual report and its official website

Rolta claims that the above comparison is selective because the Company’s expenditure on computer
systems is towards the development of R&D prototypes, “which has no connection with computer cost
per employee.”® Yet our list of peers included a broad range of IT solutions companies, including 5
“leading IT companies” which Rolta highlighted as a reasonable basis for comparison of the
depreciation schedule for its computer systems in its Response.™ If such firms were a reasonable basis of

10 Rolta Response, p. 11.
1 Rolta Response, p. 9.
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comparison for the useful lives of computer systems, surely such firms are also a useful basis of
comparison when comparing the spending on such computer systems.

Our point was that Rolta has claimed to spend so much on computer systems (45x more than the peer
group), that the utility of such investments is highly questionable.

Additionally, if such purchases were authentic, why has Rolta (again) failed to provide any additional
information on such purchases? From whom did Rolta purchase INR 31 billion (US$ 594 mm) on
computer systems from FYs 2011-2014? What exactly did Rolta buy? Why were such systems
disposed of so quickly? To whom were such systems disposed?

We believe that Rolta’s reported capital expenditures on computer systems are not authentic. We believe
this because the Company’s return on such investment is almost non-existent. We believe this because
such systems are depreciated and sold or scrapped soon after purchase. In some case, such equipment is
sold or scrapped the next year! And if other “leading IT companies” are any guide, such purchases are
unnecessary. Finally, Rolta tells investors nothing about such purchases — from whom it buys, to whom it
sells, even the nature of what exactly it is purchasing.

The final piece is of evidence in favor of our opinion is that, conveniently for Rolta, the profits
supposedly generated by its business are almost all swallowed up in the black hole of spending on
computer systems — a convenient erosion of profits.

Computer System Additions v.s. EBITDA
(INR mm) (Cumulative)

50000
40,000
30,000
20,000

10,000

FYO08 FY09 FY10 FY11 FY12 FY13 FY14
(9MO)
Additions ——EBITDA

Source: Company Annual Reports and Bond Prospectuses

If bondholders believe Rolta’s explanation in its Response, bondholders must ask themselves the
following question:

Why does Rolta continue to spend money on such computer equipment, if the value of such
equipment erodes so quickly and the returns on such equipment are so poor? If Rolta is to be
believed, bondholders must believe that Rolta’s management continues to make the same mistake, quarter
over quarter, year over year.

Is it more likely that management is so incompetent that it cannot free itself from a cycle of wasting all of
its profits, time and again, on computer systems that generate almost no returns? Or is it more likely that
such expenditures are fabricated, simply invented by management as a bottomless balance sheet pit to
provide a convenient explanation for why profits supposedly generated by an opaque business model

11
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never seem to find their way to investors and for why a Company that is so consistently and fabulously
profitable is a serial capital raiser? We believe the latter.

2) Phantom Prototypes

In our Report, we noted that in FY 2014, Rolta reported INR 8.4 billion (US$ 139.4 mm) of capital
expenditures on the development of prototypes for defense and homeland security. Given that Rolta’s
maximum future expenditure for the prototypes for its two largest prospective contracts is a combined
US$ 23.4 million, we are highly suspicious that Rolta spent US$ 139.4 million on prototypes in FY
2014.

Rolta’s response was surreal. The Company argues that the figure we quoted above (US$ 139.4 million)
represents Rolta’s total capital expenditure for the FY 2014 and not just its expenditures on prototypes
alone.™

But this Reponses directly contradicts Rolta’s 2014 bond prospectus, in which the Company
unambiguously stated how much it supposedly spent on prototypes in that year:

Investing Activities
Nine-month period ended March 31, 2014

Net cash used in investing activities for the nine-month period ended March 31, 2014 was Rs.
8,398.5 million (US$139.7 million), primarily comprising purchases of fixed assets and intangibles,
principally for our new facility in our headquarters in Mumbai, as well as expenditures of Rs. 8,379.2
million (US$139.4 million) on the development of prototypes for defense, homeland security and other
sectors.

Source: 2014 Bond Prospectus, p. 70.

This statement is repeated almost verbatim in Rolta’s 2014 annual report:

MNet cash outtlow trom investment activities for the tinancial year
ended 31st March, 2014 amounted to Rs. 839.85 crore. primarily
comprising purchases of fixed assets and intangibles, principally
tor our new facility in our headquarters in Mumbai, as well as
expenditures of Rs. 837.91 crore. on the development of prototypes
for defence, homeland security and other sectors. This represents

Source: FY14 Annual Report p.160-161

Both the 2014 bond prospectus and the 2014 annual report are unambiguous. Both documents clearly
state that Rolta supposedly spent INR 8.4 billion (US$ 139.4 mm) on “the development of prototypes for
defense, homeland security and other sectors...” in FY 2014.7

Yet Rolta rejects this plain reading of its previous statements. But we are not fooled, and bondholders
should not be fooled either.

12 Rolta Response, p. 13.
13 Rolta 2014 Bond Prospectus, p. 70.
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Rolta unambiguously disclosed to investors its reported spending on prototypes. When we pointed out
that such figures appeared unlikely, given the limited capital investment required for Rolta’s largest
prospective contracts which would require prototypes, the Company has backtracked and changed its
story to suit its current needs. In doing so, it has essentially told bondholders not to trust its statements in
the MD&A in the bond prospectus and in its annual report.

Rolta also argues that we are mistaken in our assumption that the Indian government bears the majority of
the cost (80%, reportedly) of developing prototypes.’* But this also directly contradicts Rolta’s previous
statements.

On the Q1 2015 conference call, Rolta unambiguously stated that it would not need significant capital
expenditures on prototypes for its largest and most salient prospective contract because the
government pays the vast majority of such costs:

Mudit Painuly And the other thing is on the $50 million CAPEX guidance. This would not include
the eventually that you would win the BMS, right?

Atul D. Tayal: See in BMS there is hardly any capital expenditure anyway required.

Mudit Painuly Okay, so you would not need any CAPEX in case you do win because you are saying
you will have to build prototypes etcetera but that would be paid by the
government is it, sir?

Atul D. Tayal: Yeah, that is what is expected.

Source: Q1 2015 Conference Call

Above, Rolta’s Atul Tayal’s statements directly contradict Rolta’s Response. He stated unambiguously
that Rolta would not require significant capital expenditures to develop prototypes for its most salient
and important prospective contract (the BMS contract) because the government bears such costs.

Yet in Rolta’s Response, presented with evidence and analysis that its reported capital investment in
prototypes appears fabricated, the Company now states that such capital investments are indeed necessary
and such costs are not born by the government.

Rolta is materially contradicting its previous statements to the market, and is desperately trying to change
its story in the face of damning evidence that (in our opinion) indicates it has simply made up reported
capital expenditures on prototypes.

3) Office Furniture: Ikea be Damned

In our Report, we noted that perhaps the most absurd line item in Rolta’s capital spending is its reported
investment in office furniture and fixtures. As of FYE 2014 (9 months), Rolta’s balance sheet had US$
10,493 of furniture and fixtures per employee, which is 7.1x greater than even Google, the Silicon
Valley giant, which boasts some of the most lavish and renowned corporate facilities of any business.

4 Rolta Response, p. 17.
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Gross Furniture and Fixture Per Employee

Figures are calculated per

employee (US$) 2011 2012 2013 2014
Rolta 8,550.5 8,918.4 | 13,302.9 | 10,4925
Google 2,002.0 1,373.9 16124 14739
Accenture 1,368.2 1,219.3 1,117.1 1,050.3
Wipro 1,326.5 1,040.3 1,012.8 1,035.3

Source: Companies' public filings

In its Response, Rolta claims that we made an error because we compared Rolta’s gross balance of
furniture and fixtures with the net figure for Google, Accenture and Wipro. We didn’t. Rolta is mistaken
(again). Any investor can do the calculation, but for ease of reference we included the snapshots of the
balance sheet in Annex .

Next, Rolta claims that it uses a large number of sub-contractors in its business, which must apparently be
accommodated on the Company’s premises. Even though Rolta has 3,500 employees, it claims that it
invested in furniture and fixtures to accommodate 7,000 persons (to supposedly accommodate on-site
subcontractors).

Rolta’s excuse fails to convince. How many subcontractors did Rolta employ on campus in FY 2014?
Why does the Company fail to disclose both the number of subcontractors on the premise and the
duration of their visit? What firm provides such sub-contractors?

Furthermore, even if we double the size of Rolta’s workforce (3,500 employees plus 3,500 sub-
contractors), its furniture and fixtures per employee is still 3.5x greater than Google’s and even larger still
than Accenture or Wipro’s furniture and fixtures balance - and that is assuming that those firms do not
have similar accommodations for sub-contractors — which they probably do. Even if Rolta’s excuse is
taken at face value, its reported capital spending still looks so ridiculous that in our opinion, the simplest
explanation is that the reported capital expenditures are fabricated.

V. Gurgaon Facility

In our Report, we questioned why Rolta incurred capital expenditures to build out a facility owned
privately by the Chairman, only to lease the facility from Chairman after construction was finished.

Rolta admits that the Gurgaon building is owned by its Chairman’s private company and justifies the INR
1.5 billion (US$ 31 mm) expenditure by claiming it was not used to build the facility but was used to fit-
out the two floors that it has leased in the building.

We have not been able to determine whether this is true, however, but we find it hard to believe that the
Company managed to spend INR 1.5 billion (US$ 31 million) fitting out just two floors of a building. As
demonstrated earlier, the redevelopment of Rolta Tower 1, which has seven floors, only cost INR 1
billion.

Again, Rolta’s response raises more questions than it answers and provides another worrying example of
more cash disappearing into a black hole of capital expenditures.

14
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VI. Past is Prologue: 2004 Accounting and Tax Scandals

In 2004, the Securities and Exchange Board of India (“SEBI”) concluded that Rolta had inappropriately
inflated its reported revenues by 12-34% each year from 1996 through 2001, by including the cost of
capital equipment in its top-line revenue figures.

Rolta claims that it was merely following generally accepted accounting practices in India prior to 2005,
and that there were a number of mitigating factors identified by SEBI. In essence, Rolta’s excuse seems
to be that everyone was doing it and that it was not severely punished, so it is not a big deal.

This misses the point. In our opinion, the practice of inflating revenue by including capitalized costs does
not seem like an honest accounting error or a misinterpretation of an accounting standard, regardless of
whether other companies were following the same practice. Such a practice seems a deliberate
manipulative action to artificially inflate a Company’s stock price by overstating reported financial
performance.

In addition, Rolta may have escaped serious consequences for a host of reasons (including political
connections), many of which have nothing to do with the severity of its offense.

We pointed out in our Report that normally, such a scandal in the past may not be noteworthy. But the
key difference in this case is that neither the audit committee members nor the auditors who presided over
the tax and accounting scandals were fired or replaced — they continued to serve the Company in the same
functionslsuntil 2013! In addition, to our knowledge, neither was any top level executive fired or
replaced.

Consider the following: if an American bond issuer was found to have systemically and inappropriately
inflated revenues over six-seven years by including the cost of equipment in its top line, would
bondholders be comfortable without any change of auditor, audit committee members, CFO, or top
executives? We think not.

VII.  Undisclosed Procurement Scandal.

In January 2014, a television spot by Headlines Today reported that the Indian Army had begun
investigation into secret surveillance equipment worth ~300 crore which the army had purchased from
Rolta. Headlines Today reported that Col. Sujit Banerjee, an Indian army officer was a key witness in the
case, was found dead in his hotel room before he was supposed to appear in a special deposition before the
Army’s court of inquiry regarding the matter.*®

In Rolta’s Response, the Company denies that any investigation was initiated with respect to the January
2011 allegations of corruption but does not deny that it is (or was) under investigation in the Col.
Banerjee case. We have no way of confirming whether the Company is telling the truth, as almost all
such proceedings are surely classified.

Ultimately, we highlighted the case because we believe it should have been disclosed to bondholders in
the 2014 prospectus (and perhaps the 2013 bond prospectus) because if news reports are to be believed,
this scandal could result in a fine or financial penalty and it could undermine or negatively impact Rolta’s
eligibility to qualify for or obtain future contracts from the Ministry of Defense or the Indian Army.

% CFO V.L. Ganesh resigned in 2006, but there is no indication that he resigned in connection with either the findings of
accounting misconduct by SEBI nor the allegations of the ITD that Rolta claimed depreciation on fictitious assets to avoid taxes.
16 http://headlinestoday.intoday.in/programme/intelligence-scandal-indian-army-rolta-geospatial-information-system-spook-
purchases/1/340320.html.
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Because the Indian government is Rolta’s primary source of revenue, the scandal could have a material impact

on the Company’s future performance.’” Our logic holds.

VIIl. Chairman’s Murky Compensation Structure

In our Report, we noted that the Chairman’s murky compensation structure (he is entitled to 5% of net
profits of the Company) clearly incentivizes the use of accounting gimmicks to artificially inflate profits
when the Company’s underlying performance is middling or poor. We also highlighted that this structure
seems arbitrarily applied, because in FY 2012, Rolta paid Chairman Singh INR 61 million (US$ 1.2

mm) even though Rolta reported a net loss for the year.

Rolta huffed and puffed in its Response that this was a “demonstrative distortion of facts” and a “lack of
thorough research.”® We think not. Rolta reported a profit in 2012 under Indian GAAP of INR 2.4
billion. But foreign bondholders use the IFRS financial statements, and Rolta’s covenants in the bond

indentures are measured according to the IFRS financials and not Indian GAAP.

The Company’s 2012 IFRS consolidated financial statement state that Rolta recorded a net loss from

operations of INR 959.9 million.

Consolidated Financial Statements prepared in accordance with

IFRS

Consolidated Statement of Comprehensive Income

(All amounts in thousands of Indian Rupees, unless otherwise stated)

Notes Year ended Year ended
30 June 2012 30 June 2011

Revenues
Operating revenue Q 18,287 881 18,056,174
Total 18,287 881 18,056,174
Expenses
Matenials consumed S 1663215 3,693179
Employee costs T 5,452,513 5,291,658
Oither expenses u 4,815,731 1,924,613
Diepreciation and amortization E G 4,410,058 3,497 5748
Total 17,341,517 14,407,028
Operating profit 946,364 3,649,146
Other income R 371,355 1,637,042
Interest cost (1,879.617) [997,030)
(Loss)/Profit before tax (561,898) 4,289 158
Taxes
Current tax expenses (434 463) (602,171}
Dieferred tax benefit/{expense) 36,434 (169,352)
Net result from operations (959,927) 3,517,635
Other comprehensive income
Exchange ditferences on translating foreign operations 577,652 (137,802)
Available for sale financial assets (67) 1,118
Income tax relating to components of other comprehensive income
Other comprehensive income for the year, net of tax 577,585 (136,684)
Total comprehensive income for the year (382,342) 3,380,951
Profit for the year attributable to:
Mon-controlling interest (483) (1,472)
Equity sharcholders of Rolta India Limited (959,444) 3,519,107
Total comprehensive income attributahle to:
Mon-controlling interest (483) (1,472)
Equity sharcholders of Rolta India Limited (381,859) 3,382,423
Earnings per share
Basic (in Rs.) z (5.95) 21.82
Diluted (in Rs.) z (5.95) 21.76
{The accompanying notes are an integral part of these consolidated financial statements)

Source: Rolta 2012 Annual Report, p. 96.

This dispute about whether Rolta was profitable in 2012 underscores our point. If a Company’s
consolidated income statement shows INR 2.4 billion of profits under Indian GAAP and a INR 959.9
million loss under IFRS, then the problem with tying the Chairman’s compensation to net profits is that it

72014 Bond Prospectus, p. 57.
18 Rolta Response, p. 28.
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incentivizes the use of accounting gimmicks to boost net profits under Indian GAAP even if the
underlying performance of the Company is poor when measured by International Financial Reporting
Standards.

IX. Reported EBITDA Margins Not Credible

Although Rolta reports consolidated EBITDA margins of ~35%, we noted in our Report that (at least
according to Rolta’s public filings) Rolta’s North American business operates at a loss, meaning that such
reported profitability is driven by EBITDA margins from Indian operations which we estimate have
topped 70% in FYs 2013 and 2014.

In its Response, Rolta claimed that even though the Company has time and again reported that its offshore
subsidiaries are not profitable, the distinction between offshore and onshore profitability is not easily
parsed.

Rolta urges investors not to consider the EBITDA margins of the standalone Indian business because it
claims that offshore subsidiaries serve as a loss leader for the Indian parent. Rolta states that offshore
entities typically incur SG&A to win a contract, but then enter into a back-to-back contract with the
Indian entity. The India entity receives the revenue for the contract and provides the services. The
offshore entity supposedly pays the India entity for the work and bears the cost of additional SG&A
required to win and service the contract. Thus, the Indian entity is far more profitable than the offshore
entities, but its standalone 71% EBITDA margin should not be considered in a vacuum.

EBITDA of offshore legal entities is not an indicator of the profitability of the
offshore business

Company’s offshore operations are structured in such a manner that the chient

contracts are entered into with the offshore entity, which in turn enters mto a back to
back arrangement with the Company. These offshore entities typically carry out the

sales, marketing support and any on-site work relating to the contract (if any) and the
solutions and offshore services are delivered by the Indian Company that has the

Rolta Response, p. 29.

If this were true, and the Indian entity entered into a back-to-back contract with offshore subsidiaries to
perform services under the contract between the offshore subsidiary and the customer, then significant
sales should appear between Rolta’s Indian parent and offshore subsidiaries. They do not.

The related party sales in the table below are from the related party transaction disclosures of the

standalone Indian entity taken from Rolta’s annual report — they are a measure of the transactions between
the Indian parent and its offshore subsidiaries.

Offshore Sales Revenue VS Related Parties Transactions

INR million 2011 2012 2013 2014
Offshore Subsidiaries' Sales 3,880.1 4,031.9 12,216.8 15,079.2
Disclosed Related Party Sales 68.0 727.6 3,297.3 306.9
% of Intercompany Sales 2% 18% 27% 2%
Source: FY11 AR, p. 100 FY12 AR, p. 130 FY13 AR, FY14 AR,
FY12 AR, p. 91 FY13AR,p.129  p.119,129  p. 107,143, 144
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Take FY 2014, for which we estimated that the standalone EBITDA margin for Rolta’s Indian business
was 71%. Rolta says that our assumption is incorrect, because of the significant transactions from back-
to-back contracts between offshore entities and the Indian parent. But in 2014, related party sales
between the offshore subsidiaries (presumably) and the Indian parent accounted for only 2% of the total
sales reported by such offshore entities.

If Rolta’s Response was accurate, and the Indian operating entity entered into back-to-back contracts with
its offshore entities, then we would expect related party sales to be a significant portion of the reported
sales of offshore entities. But according to Rolta’s annual reports, this does not appear to be the case.

2014 Subsidiaries' Brief Financials

(in ¥ Crore)

Proposed
dividend

lssued & subscribed share
capital including Preference|
Share Capital

Total Asscts Provision for

Taxation

Rescrves

Profit / (Loss)
before taxation

Profit / (loss)
after taxation

Total Lnlulm:;‘ Turnover

Rolta International Inc 461.12 (435.13) 1,239.52 121853 333.41 (84.20} (4.76) (88.96)
Rolta Canada Ltd 137.80 (64.72) 8375 10.68 1030 (8.90) (B.50)
Rolta Asia Pacific Pay Lid 019 (14.49) 0.45 1465 041 (131} (131)
Rolta LLC (21.72) 1,219.61 1,251.33 83.50 (17.26) (17.26)
AT Solutions LLC 180 (.18 1.80 0.18 - (0.09) (0.09)
Advize X Technologics LLC 144 81.62 34642 263.36 951.69 17.40 1740 1029
Rolta Saudi Arabia Led 241 (21.90) 1624 3573 10.05 (214) (214
Rolta Middle East FZ-LLC 0.81 (144.43) 19265 336.26 5291 (28.38) (28.38)
Rolta UK. Led 105.18 (137.29) 194.33 22645 60.59 647 647
Rolta Benelux BV 1124 i5161) 234 4371 4.86 (1.45) (145}
Rolta Deutschland CanBh 041 (25.57) 104 2619 - (0.00) (0.02)
Rolta Thales Limited 5.00 (5.00) 0.08 0.08 (0.04) (0.04)

Source: Rolta FY14 Annual Report, p. 107

2014 Related Parties Transaction

b. Disclosures required for related parties transactions (Previous year figures in brackets) (in ¥ Crore)

Subsidiaries Sub-Subsidiaries Enterprises over
which significant
influence by Key
Mgmt. Personnel

Key
Management

Personnel

I Transactions during the period
Sale of Goods/ Services [291;;37] (323.:;2] 8 0 (3139(-'}’?)
Interest Income l516623] [-J l) (; (Slc:la)
Interest on Dieposit (] [_i l) U(Ig] “ ;!)
Material Purchases (??;t;l] K] &t::]] [ ) (J (1 8':-'-8191)
Reimbursements tig:; © U[th l) U(Ig] Eigzg
Lease Rent & Maintenance (] [_i l) lllgggsj (|133954!)
Technical Fees 1(56] 2‘[}_'-: l) (7021‘: (7!1940)
Royalty Fees (] [J t) l:ﬁascjl (45:;0)
Remuneration ( ] [:J []30115) ( i (golgss)
Purchase of Assets 8?; 22.[7_? l) 12.?.?] = ?s)
Security Deposit given/(taken) (] [_i l) ::igg: Eigg;
Loans & Advances (?3_”.] [J t) (] (73.|7£|
Investments during the period [300_””] [J t) (] (300.1 s)
Redemption Transfer of shares during the period [347_39.] U‘[j_j l) (; (34 70399‘;
Advance Received (31 103?] [J l) (] (31 |03849)
Comporate Guarantees (2,726.47) 8 O 8 (2,720.4 7)

ficant Transactions during (in ¥ Crore)

Transactions Subsidiarics Sub-Subsidiarics Key

[V Pr—
Personnel

Entcrpriscs over
which significant
influence by Key

Mgmt. Personnel

Sale of Goods/ Services

Rolta International Inc. USA 10.74 10.74
Rolta UK Ltd 9.30 9.30
Rolta Middle East Ltd. 3.36 3.36
Rolta Middle Fast 1td. (Oman) 3.54 . 3.54
Rolta Saudi Arabia Ltd 1.52 1.52
Rolta BENELUX BV 0.49 0.49
Advizex Technologies LLC 151 1.51

Source: Rolta FY14 Annual Report, p. 143

-144
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There is further supporting evidence for our contention. Rolta’s bond prospectus contains consolidated
financials of Rolta International Inc., the primary U.S. subsidiary, and its direct American, Canadian and
Australia operating subsidiaries. These financial statements break out the transactions between this group
of offshore entities and Rolta’s Indian parent. Again, transactions appear minimal.

Related Parties Transactions - Rolta International with Rolta India Limited

USD mm 2013 2014
Revenue from Operations 3.9 0.3
Received services 0.7 2.3
Reimbursed 0.0 04
Advance for Services 34.7 -

Sold Intangible Assets - 5.3

Source: Rolta 2014 Bond Prospectus, p. F-162

NOTE P- RELATED PARTY TRANSACTIONS
Parent
Rolta India Limited

During the nine months period ended March 31 2014 and year ended June 30, 2013, the Group carned revenue
from operations § 296,212 and $3,870,771, respectively; received services of $§ 2,274,588 and $665,481,
respectively; reimbursed an amount of § 374,548 and $46,864, respecuvely; gave advance for services § Nil and
$34,698,179, respecuvely; and sold intangible assets for $5,272,547 and $Nil, respecavely.

As at March 31, 2014 and June 30, 2013, the accounts receivable was § 1,224,716 and $73,941, respecuvely;
other receivables was § 16,406,839 and $11,339,670, respectvely; accounts payable was § 733,397 and $604,157,
respectively; and advances given against exports was $ 34,697,618 and $34,697,618, respectively.

Source: Rolta 2014 Bond Prospectus, p. F-162

This supports our original point. Such minimal related party sales, transactions and services between
offshore entities and Rolta’s Indian parent suggest little profit sharing between two. If that is the case,
then it reinforces our original estimate that such offshore entities were money-losing operations and that
EBITDA margins of 71% from the Indian business (in FY 2014) are driving Rolta’s consolidated 35%
EBITDA margins. 71% EBITDA margins from the Indian business are obviously not credible, which is
probably why Rolta tried so hard in its Response to deny them. But the dearth of intercompany sales in
FY 2014 suggest that indeed, Rolta’s reported EBITDA margin for the Indian business is 71% or close
thereto.

This may all be a moot point because regardless of how profitability is parsed over international borders,
Rolta’s consolidated EBITDA margins are, by themselves, so high that they hardly seem credible.

Comparing Rolta’s EBITDA margins to the companies that Rolta itself proposes as comps on page 9 of
its Response, any bondholder can see that Rolta’s consolidated EBITDA margins of 35% are
significantly ahead of its putative peers (average of 19.1%).
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EBITDA Margin - Rolta's Comp List

Company Name FY10 FY11 FY12 FY13 FY14 Average
Infosys 34.5% 32.6% 31.6% 28.8% 27.5% 31.0%
Tata Consulting 29.4% 30.0% 29.6% 28.6% 30.7% 29.7%
Tech Mahindra 25.3% 20.1% 17.3% 21.2% 22.2% 21.2%
Wipro 22.2% 22.7% 20.7% 20.7% 22.4% 2L.7%
Accenture 14.8% 14.8% 15.0% 15.6% 15.6% 15.2%
Capgemini 8.3% 8.7% 9.4% 9.5% 10.3% 9.2%
Hexaware 9.1% 18.3% 21.0% 22.3% 18.3% 17.8%
Mastek 12.8% (3.1%) 4.2% 9.1% 8.7% 6.3%
iIGATE 23.4% 19.3% 23.0% 23.2% 20.0% 21.8%
Tata Power 18.9% 24.0% 20.6% 20.3% 21.7% 21.1%
L&T 16.7% 15.4% 14.8% 14.5% 13.1% 14.9%
Average of Comps 19.6% 18.4% 18.8% 19.4% 19.1% 19.1%
Rolta 37.2% 39.6% 29.3% 36.3% 33.7% 35.2%

Source: Capital 1Q; Rolta's Public Filings

Rolta reported an EBITDA margin above 35.0% in three of the last five years. How is Rolta so
consistently profitable, when no other leading IT solutions firm in the comparative set selected by
Rolta reported a 35% EBITDA margin in any of the last five years?

Do bondholders truly believe that Rolta is a better IT solutions firm than such global standouts such as
Tata Consulting? Wipro? Accenture? Capgemini? Is it just a coincidence that such staggering profits are
“spent” on capital expenditures of dubious authenticity, ensuring that despite supposedly world-class
EBITDA margins, Rolta is a serial capital raiser?

Ultimately, we believe that the simplest explanation is usually the truth. In this case, we continue to
firmly believe that the preponderance of the evidence suggests Rolta has fabricated its reported capital
expenditures to mask overstated EBITDA margins, and that both bondholders and ratings agencies have
failed to price this into Rolta’s Delaware issued bonds.
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Annex |
Furniture and Fixtures
Google: Annual Reports.

Google
Property and Equipment, Net

Property and equipment, net consisted of the following (in millions):

www.glaucusresearch.com

As of As of
December 31, December 31,
2013 2014
Information technology assets % 9094 % 10918
Land and buildings 7,488 13,326
Construction in progress 5,602 6,595
Leasehold improvements 1,576 1,868
| Furniture and fixtures 77 79 |
Total 23,837 32,746
Less: accumulated depreciation and amortization 7,313 8,863
Property and eqguipment, net $ 16524 § 23883
Source: Google FY14 AR
As of As of
December 31, December 31,
2013 2014
Assets
Current assets:
Cash and cash equivalents 3 18898 § 18,347
IMarketable securities 39,819 46,048
Total cash, cash equivalents, and marketable securities (including securities
loaned of $5,059 and $4,058) 58717 64,395
Accounts receivable, net of allowance of $5631 and $225 8882 9.3a3
Receivable under reverse repurchase agreements 100 875
Deferred income taxes, net 1,526 1,322
Income taxes receivable, net 408 1,298
Prepaid revenue share, expenses and other assets 3,253 3412
Total current assets 72,886 80,685
Prepaid revenue share, expenses and other assets, non-current 1,976 3280
Non-marketable equity investments 1,976 3,079
IProperty and equipment, net 16,524 23883
Intangible assets, net 6,066 4 607
Goodwill 11,492 15,589
Total assets $ 110920 $ 131,133
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Property and Equipment
Property and equipment consisted of the following (in millions):

As of As of
December 31, December 31,
201 2012
Information technology assets $ 6,060 $ 7717
Land and buildings 5,228 6,257
Construction in progress 2,128 2,240
Leasehold improvements 919 1.409
[Furniture and fixtures 65 74 |
Total 14,400 17,697
Less: accumulated depreciation and amortization 4797 5,843
[Property and equipment, net $ 9603 $  11.854 |
As of As of
December 31, December 31,
2011 2012
Assets
Current assets:
Cash and cash equivalents 5 9.983 3 14,778
Marketable securities 34,643 33.310
Total cash, cash equivalents, and marketable securities (including securities
loaned of $2,778 and $3.160) 44,626 48,088
Accounts receivable, net of allowance of $133 and 5581 5427 7.885
Inventories 35 505
Receivable under reverse repurchase agreements 745 700
Deferred income taxes, net 215 1.144
Prepaid revenue share, expenses and other assets 1.710 2132
Total current assets 52,758 60,454
Prepaid revenue share, expenses and other assets, non-current 499 2011
- i yurities 790 1.4R9
Property and equipment, net 9603 1 1:854|
ntangible assels, net 1570 [ Y&
Goodwill 7.346 10,537
Total assets % 72574 $ 93,798
Accenture

ACCENTURE PLC

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (continued)
(In thousands of 1.5, dollars, except share and per share amounts or as otherwise disclosed)

5. PROPERTY AND EQUIPMENT
The components of Property and equipment, net were as follows:

August 31,
2014 2013

Buildings and land 5 3484 § 3,502
Computers, related equipment and software 1,452 065 1,379.731
|Furniture and fixtures 320,346 307,199 |
Leasehold improvements 769,614 G697 454

Property and equipment, gross 2 546,409 2,387 BBG6
Total accumulated depreciation (1,752 965) (1,608.211)
Property and equipment, net 5 793444 § 779,675

Accenture FY14 AR p. F-16
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5. PROPERTY AND EQUIPMENT
The components of Property and equipment, net were as follows:

August 31,
2012 2011
Buildings and land $ 3296 § 3,807
Computers, related equipment and software 1,356,950 1440514
Furniture and fixtures 313.370 322888
Leasehold improvements 654,134 657,987
Property and equipment, gross 2,327,750 2,425,196

Total accumulated depreciation (1,548,256) (1,639,965)
Property and equipment, net $ 779494 § 785,231
Wipro

13. Tangible assets

Furniture
Plant and and Office
Land®  Buildings machinery | fixtures |equipment Vehicles Total

Gross carrying value

As at April 1,2012 5,148 19,978 45,587 7,962 2,684 1,720 83,079
Adjustment on account of demerger (241) (959) (4,570) (128) (143) (56) (6,097)
Additions® - 111 3,691 493 189 1 4,485
Disposals / adjustments (7) (31) (825) (585) (62) (366) (1,876)

As at March 31,2013 4,900 19,099 43,883 7,742 2,668 1,299 79,591

As at April 1,2013 4,900 19,099 43,883 7,742 2,668 1,299 79,591
Addition on account of

Amalgamation (refer note 45) - 86 462 59 94 8 709
Additions® 517 1,021 6,697 403 303 2 8,943
Disposal / adjustments (661) (59) (1,115) (25) (90) (482) (2,432)

As at March 31, 2014 4,756 20,147 49,927 8,179 2,975 827 86,811

Wipro's FY14 AR p.158
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DISCLAIMER

We are short sellers. We are biased. So are long investors. So is Rolta. So are the banks that raised money for the Company. If you are
invested (either long or short) in Rolta, so are you. Just because we are biased does not mean that we are wrong. We, like everyone else,
are entitled to our opinions and to the right to express such opinions in a public forum. We believe that the publication of our opinions
about the public companies we research is in the public interest.

THIS REPORT RELATES SOLELY TO THE VALUATION OF PUBLICLY TRADED BONDS ISSUED BY FOREIGN COMPANIES NOT
INCORPORATED IN INDIA (ROLTA’S DELAWARE, USA, SUBSIDIARY) AND TRADED OVER THE COUNTER OUTSIDE OF
INDIA, AND DOES NOT EXPRESS ANY OPINION AS TO THE VALUE OF ANY SECURITIES TRADED ON PUBLIC EXCHANGES
IN INDIA OR ANY INSTRUMENT OR SECURITY ISSUED BY ANY ENTITY INCORPORATED IN INDIA. We have no investment
interest in any security traded on any exchange in India or issued by an entity incorporated or located in India. We have a short interest
in Rolta’s Delaware issued bonds, and this report relates solely to our good-faith opinion of the valuation of such bonds.

You are reading a short-biased opinion piece. Obviously, we will make money if the price of Rolta’s Delaware-issued corporate bonds
declines. This report and all statements contained herein are the opinion of Glaucus Research Group California, LLC, and are not
statements of fact. Our opinions are held in good faith, and we have based them upon publicly available facts and evidence collected and
analyzed, which we set out in our research report to support our opinions. We conducted research and analysis based on public
information in a manner that any person could have done if they had been interested in doing so. You can publicly access any piece of
evidence cited in this report or that we relied on to write this report. Think critically about our report and do your own homework before
making any investment decisions. We are prepared to support everything we say, if necessary, in a court of law.

As of the publication date of this report, Glaucus Research Group California, LLC (a California limited liability company) (possibly
along with or through our members, partners, affiliates, employees, and/or consultants) along with our clients and/or investors has a
direct or indirect short position in the Delaware-issued corporate bonds of the company covered herein, and therefore stands to realize
significant gains in the event that the price of such bonds declines. Use Glaucus Research Group California, LLC’s research at your own
risk. You should do your own research and due diligence before making any investment decision with respect to the debt instruments
covered herein. The opinions expressed in this report are not investment advice nor should they be construed as investment advice or any
recommendation of any kind.

Following publication of this report, we intend to continue transacting in the debt instruments covered therein, and we may be long,
short, or neutral at any time hereafter regardless of our initial opinion. This is not an offer to sell or a solicitation of an offer to buy any
security, nor shall any security be offered or sold to any person, in any jurisdiction in which such offer would be unlawful under the
securities laws of such jurisdiction. To the best of our ability and belief, all information contained herein is accurate and reliable, and has
been obtained from public sources we believe to be accurate and reliable, and who are not insiders or connected persons of the stock
covered herein or who may otherwise owe any fiduciary duty or duty of confidentiality to the issuer. As is evident by the contents of our
research and analysis, we expend considerable time and attention in an effort to ensure that our research analysis and written materials
are complete and accurate. We strive for accuracy and completeness to support our opinions, and we have a good-faith belief in
everything we write, however, all such information is presented “as is,” without warranty of any kind— whether express or implied.

If you are in the United Kingdom, you confirm that you are subscribing and/or accessing Glaucus Research Group California, LLC
research and materials on behalf of: (A) a high net worth entity (e.g., a company with net assets of GBP 5 million or a high value trust)
falling within Article 49 of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (the “FPO”); or (B) an
investment professional (e.g., a financial institution, government or local authority, or international organization) falling within Article
19 of the FPO.

Glaucus Research Group California, LLC makes no representation, express or implied, as to the accuracy, timeliness, or completeness of
any such information or with regard to the results to be obtained from its use. All expressions of opinion are subject to change without
notice, and Glaucus Research Group California, LLC does not undertake a duty to update or supplement this report or any of the
information contained herein. By downloading and opening this report you knowingly and independently agree: (i) to abide by the terms
of service posted on our website (www.glaucusresearch.com), which are hereby fully incorporated herein, (ii) that any dispute arising
from your use of this report or viewing the material herein shall be governed by the laws of the State of California, without regard to any
conflict of law provisions; (iii) to submit to the personal and exclusive jurisdiction of the superior courts located within the State of
California and waive your right to any other jurisdiction or applicable law, given that Glaucus Research Group California, LLC is a
California limited liability company that operates in California; and (iv) that regardless of any statute or law to the contrary, any claim or
cause of action arising out of or related to use of this website or the material herein must be filed within one (1) year after such claim or
cause of action arose or be forever barred. The failure of Glaucus Research Group California, LLC to exercise or enforce any right or
provision of this disclaimer shall not constitute a waiver of this right or provision. If any provision of this disclaimer is found by a court
of competent jurisdiction to be invalid, the parties nevertheless agree that the court should endeavor to give effect to the parties'
intentions as reflected in the provision and rule that the other provisions of this disclaimer remain in full force and effect, in particular as
to this governing law and jurisdiction provision.
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