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Moder at or : Good Afternoon everybody this is Deepa Arora
from Fortis Securities Limted. | welcome you all to the
first quarter earnings call of the financial year 2006 of
CGeonetric Software. Today we have with us M. Manu Parpi a,
Managi ng Director, M. Shashank Patkar, Chief Financi al
O ficer and M. Anant Govande, Director (Finance) on the

call. M. Manu Parpia would be discussing with us the
conpany’s performance for the quarter ending June 2005,
followng which we wll have a Q&A session for the
partici pants. I would now request M. Parpia to discuss

t he conpany’s performance for the quarter. Over to you M.
Par pi a.

Parpia: Thank you. In ternms of the performance clearly
this quarter is not has been satisfactory. However, | don’t
believe it any reflection on our strategy or direction. |
think we are very clear that we remain on track in terns of
our plan of action and how we tend to get there. We
believe this is one-quarter blitz. But nevertheless it
does point to certain changes we need to make. We need to
definitely inmprove our processes, which we had always
i ndi cated as a need, but | guess this enphasizes even nore.
And | take it also brings about realization that we need to
be far nore proactive than we what were in the quarters
t hat went by.

In terms of the quarters as a whole it’s not been totally
all bad news. W certainly had the good news in that we
got signed up in the last quarter, we signed up with two
| arge custonmers as preferred suppliers. And in terns of
our broad strategy, we remain interested in acquisitions in
t he engi neering services phase. In the current quarter we
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plan to inmplenent certain changes in the way we organize
our products, which will help us |everage our acquisition
of Teksoft much better. | need to add that one other area,
which we are concentrating on, is to inmprove our worKking
capi tal managenent by inmproving our collections and
reduci ng the nunber of days of receivables. So with that I
rat her answer questions that people may have.

Moderator: Certainly Sir. Ladi es and gentlenen, we wl
now begin the question-and-answer session. |f you have a
guestion please ‘*1" on your push-button phone and await
your turn to ask the question when guided by the
facilitator. I f your question has been answered before
your turn and you wish to withdraw your request, you may do
so by pressing the *# key. We have our first question
from M. Sanjeev Kapoor from SSKI. M. Kapoor, you may
pl ease proceed.

Kapoor: Sir, in your opening remarks you said that, what I
could read you is that though this is surprising that the
decline of revenues, so if | take, what was you expecting
if that was a surprise decline, or were you expecting a
flattish topline?

Parpia: No, | don’t want to give any precise figure, but
we were expecting an upward not a flattish because we were
expecting an upward quarter-on-quarter growth and |
certainly don’t believe in planning for quarter-on-quarter
plan. We were doing a ranp up and so on. So partly that
was one of the reasons why the cost canme off badly, because
we planned a ranp up and then the ranp up wasn’t there and
so that also created a set of issues.

Kapoor : Okay and just to understand, this is nore to do
with last tinme when you revised your gui dance downwards, |
just wanted to understand, is it nore to do with del ays
rat her any cancell ati ons?

Parpia: Yeah, so if this is got nore to do with delays and
my point is that nost projects are not short-termprojects
If it gets delayed you can’t make up, supposing a project
was to start in June, so we would have had the benefit of
revenues with a ranp up all the way to @, @@, & or
sonething |ike that. Now if the project gets started in
August or sonething, then you don’t get that benefit to the
extent that you would have got and you can’t just catch up.
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There is no sort of magic there. So clearly our work is
cut out, we have to work to earn better in the quarters
that go by to catch up of this. But | don't believe that

it would not be correct, it would not be prudent to say,
“no, just do the catch up” and then at the end of the year
we say, “we couldn’t do it”. It is much better to be
upfront and say that there is, well, there was a failure

our processes and we didn’'t do what we were supposed to do
and so it is better to acknow edge it and nove on and we
have to achi eve what we shoul d.

Kapoor: Okay, and any other major thing which you see in
this particular quarter in terms of 3-4 different
busi nesses which you have into, say OEM space?

Parpia: No, | think one of themis sonewhat done, see this
is one of the things about products, especially when you
are starting the product area. So both are X-PDM and CAD-
PDM products and startup phase and particularly the CAD PDMV
is a very, let me put this way, | nean products have ri sk,

there is no such thing at least I don’'t know of, as a risk-

free product and this CAD-PDM is proving to be immensely

nore conplex. And well, we knew it would be conplex, this
is far nore conplex. The conplexity is not in the
technical; the conplexity is in the contractual. And so
the product is technically the work is on, but

contractually we need to make sure, we can deliver on.., we
can close out all the sensitive areas. So we are playing

bi g stakes here. If it works, it works. If it doesn't
work, well, we had fall-back position, but clearly they
won’'t be as profitable as, if we succeed. And | can’t
predict when we will succeed. Clearly again | can tell you
that I amnot giving up. That is all | can say.

Kapoor: And this is one statenment which is there in your
press release regarding Teksoft, there is significant
i mprovenment . | believe when you are saying significant
i nprovenent, it’s on y-o0-y basis or you are talking about

quarter-on-quarter basis?
Parpia: It’s y-o0-y basis.

Kapoor: And if | read it correctly, it was |osses in the
| ast year and in this quarter.
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Par pi a: Correct, not only losses but both growth and in
terms of volunme as well as losses. So | think the Teksoft
subsi diary, and you can’'t get conplacent about it, but I am
very satisfied we nmade the right decision and we are now
really working how to | everage it.

Kapoor : Okay, then how is Teksoft, you know | am not
asking you to quantify it, but how is the perfornmance on
gquarter-on-quarter basis?

Par pi a: I will believe it tough one, in single digit
per cent age poi nt.

Kapoor: Okay and in the margins al so?
Par pi a: Yeah.
Kapoor: Okay, thanks a |ot.

Moderator: Thank you M. Kapoor for you questions. CQur
next question cones from Ms. Priya Rohira from Refco Sify
Securities. M. Rohira, you nay please proceed.

Priya: Good afternoon to you all. | would appreciate if
you could give us the contribution of the engineering
services segnment, while we have read certain assignnments
being mentioned in the press release, how has been the
progress in the current quarter?

Parpia: Current quarter engineering services was, conpared
to the previous quarter | believe was slightly up or flat.
It has not grown to the extent we had hoped, but this
gquarter we expect to see a significant growth in

engi neering services. This year we had put a target of
about 5 mllion, we still see we can achieve that.
Priya: And you also nentioned in your analyst neet,

stating the challenges with respect to the CAD PDM sort of
products which you just touched upon earlier, if you could
hi ghl i ght one on the investnents could be envisaged and
also if you could touch upon the integration of Teksoft
wi th e-Drawi ngs and Geonetry conponent busi nesses?
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Parpia: See on the CAD-PDM | want to stay out of details,
because it is extrenely sensitive negotiations which we are
tal ki ng about with the market |eaders in the industry. So

all I can say is that if we succeed it will be very good
and if we don’t there is a fallback position. But anyway,
so that is all | can tell you because | just wanted to, |

kept upon it because we had announced | ast year that we are
maki ng these business units and | thought it appropriate to
| et people know that it is not that we have forgotten about
CAD- PDM, X-PDM or that it is not that we have no faith on

their future. But we need to alert you that, “look, this
is a longer cycle chain, it takes a little bit of tinme and
we are playing for it |looks like big stake” and it is
i nportant to keep you abreast. But that is about all, |

can’t really get into details. On the Teksoft side, what
we have in Teksoft is we have a conpany with over nore than
a dozen marks of each other worldw de over 100 resellers
who work under these master distributors and we have an e-
Drawi ng about over 70 distributors, but of this which my
be 20 are really active. And we have in Geonetric
t echnol ogi es, technol ogi es which sonme parts of CAM which
are the Teksoft product uses. Also which we have
t echnol ogi es which could be better handled, so the idea is
that with a view to bringing a greater focus to products
and with a view to synergizing the channels so that we can
| everage the channel nanagenent capability of Teksoft
across our range of products. One of the reasons for
acquiring Teksoft was that and now we are working into
factors, maybe a little bit earlier than I had pl anned, but

on the other hand | feel that Teksoft, it seems to ne has
stabilized and it is now the traditional product of Teksoft
with appropriate strategy and so on. I can go into
details, I think we will spend too nuch time on that. So

we have got a strategy for the product, we are noving
forward with Teksoft, so therefore this | thought was the
ri ght occasion in this, use this quarter to try and get the
synergies and the | eadership for these type of products.
Not the CAD-PDM and not the X-PDM so those are not channel
products |ike that, their channels are conpletely
different.

Priya: Also you had nentioned, you didn't expect increase
in software tools and package software, which you had in
the current quarter. |s there any one-tine anmount invol ved
init or is it likely to nore of a recurring..?
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Par pi a: Yes, it is likely to be nore of a recurring
because these are, as our engineering services business
grows, we have to invest, engineering services is a
slightly different from software services and tends to be
slightly nore capital intensive. So we expect that we w ||
see this software expenses continue to rhyne. That would
be nore in line with income, which should be derived from
t hem

Priya: And what was the salary hike, which were there with

effect from 1°' April. If you could give us a Range on
t hat ?
Parpia: It was absolutely in line with industry, which I

amtold is 12-15%

Priya: Okay and lastly you nmentioned on the change in the

accounting policy, it will be additional amount, which has
come in to the extent of 40 mllion, correct?

Parpia: Anant, | don’t know if you can throw light as to
what is the exact additional amount? | know what is the

amount, but if you are struck with the old accounting
policy, would you know what woul d have been the anmpunt that
we woul d have recogni zed as other income?

Anant: Yeah, we have given that in the note al so.

Parpia: What is it?

Anant: Additional anmount of 40 mllions.

Parpia: 40 mllions.

Priya: Thank you very much and wi sh you all the best.
Moderator: Thank you Ms. Rohira for your questions. Qur
next question conmes from M. Dipen Shah from Kot ak
Securities. M. Shah, you may pl ease go ahead.

Shah: Hi, Manu, how are you?

Parpia: Very fine, Dipen. WIlI, not so fine but okay.
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Shah: | had a couple of questions on strategy front which
al ready been answered. So just one book-keeping question
like in ternms of the margins |ike we had about 26% in the
fourth quarter EBIDTA, we are down to about 17-17% vyou
have any time-frame by which you think you should be
reachi ng by those kind of |evels 26-27% EBI DTA? 15: 16

Par pi a: | don’t want to give that, see | rather stick to
our guidance rather than give you tinmeframe, for you know
our revised guidance. So | think you can work out by when
we need to achieve what, rather than tell you that we wll

get back in the next quarter or sonething |ike that.
Because | don't want to get to go down that road of
starting on quarterly stuff. | amvery clear that we have

conmtnment to neet in ternms of our guidance and we will
wor k on that.

Shah: OCkay, because this was not basically nore on a
quarterly front, | didn’t want you to answer nme as to what
wi Il be the margi ns next quarter, but just a broader...

Parpia: Obviously |I got a goal, we are going to go there.
We need to beat it at sonme stage, we are still behind it,
you need to beat it. So there is going to be a ranp and
you have to beat it and clearly so that you average out to
what you should do. So | think that is the objective that
we have and if you note our 2007 target clearly inprovenent
of margins is sonething that we have in mnd. It is
critical, one of this quarter is a major set-back in that
direction because in all these things there is a |ot of
moment um issues al so. So when you | oose nmonentum to get
t he speed back-up, it takes some time. When everything is
evident you should do and all that, but you know there is
an el enent of some sharp and firm So you need to get the
engi ne going. M focus is let’s get the engi ne going, nmake
sure we get the costs, which are controllable costs and are
not going to affect the long-term W are not interested
in cutting costs for the sake of cutting costs. We are
interested in making sure that we spend wi sely and maybe
now we have to be a little nore focused to spend w sely.
But we make sure we keep our cost in line while we grow the
topline and get the topline nonentum goi ng again.
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Shah: Ckay and one just last thing very briefly, Manu
could you just explain the reasons why there were this
delays in new projects starts because this has been the
reason for several of the other conpanies also which have
said that there has been delays in new project starts and
sone ot her delays happened because of which the revenues
have been i npact ed. So just sonme reasons as to why were
t hese projects delays happened in this first quarter?

Parpia: Well, it seens to be pretty scattered. There is
sonme deci sion making gets into what people said is cleared,
doesn’t get cleared. Even now there were sonme projects

whi ch we have already given the quote, everybody says it is
all ready, the guys are very busy doing XYZ and fire is
going on and in their own set of problens which we have
quoted for to solve. There is no other conpany which has
been asked to quote either. So there is no issue, but when
you start dealing with | arger conpanies or you are opening
engagenents, these have delays in projects from software
OCEMs as well as industrial custoners. For reasons which
seemto ne to be nothing to do with econoni c circunstances
or its maybe sone dependencies as well, which have nothing
to do with our capabilities or sonething |ike that or our
pricing or our offering or sonmething like that. And you
know as | said, it is a small conmpany when if too nuch
stuff with the pan and you can’t control these.

Shah: Okay, thanks very nmuch Manu and wi sh you all the
best .

Par pia: Thank you.

Moderator: Thank you M. Shah for your questions. W nove
on to the next question from M. Apurva Shah from ASK
Raynond Janmes. M. Shah, you may pl ease go ahead.

Neer aj : H, this is Neeraj from ASK Asset Managenent.
Manu, you nentioned that there were delays in project
starting and delays in the fixed priced project. If |
understand correctly, | think there is a problemwth you
delivery. 1Is it that the sales people are able to generate

the contract and you are not able to deliver on tine, that
is causing you the delay and you have al so nentioned there
is the need to inprove the processes. How are you going to
i nprove this deficiency?
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Par pi a: Ckay, so to answer first of all, up to this
gquarter that went by we were actually in a position where
the sal es who are generating nore demand and delivery was
not able to fulfill. In this particular quarter, this was
not the case, maybe that was why the kind of acceleration
in terms of recruitnment and so on carried on, while the
revenue was not there and so created a further cost
i mbal ance. So it is not a question in this particular
quarter as far as the projects getting delayed is
concerned. As far as the delivery being delayed, this is a
specific project, which was a |large project, with a fixed
price, and we really couldn’t recognize that revenue at
all. So it is a one-off situation and what do | nean by
process is | mean very clearly that when we have delays in
terms of sales and the reactions to delays in sale in terms
of tuning or acceleration in sales, it doesn't matter,
either way, the recruitnment and the |oad bal ancing, that
process needs to be inproved and in addition to that the
process by which people in delivery relieve individual for
conpl eted assignnents, that needs to be inproved. So there
are surplus areas and that really all to do with co-
ordination. So the best way to do this and | mean its not
Rocket time, is to ensure that there are tinely review
meetings at which decisions are taken, for you can not
review neetings and you needn’'t take any decisions. So
that is the only way I know how to fix it that you nake
sure that the people neet, have a specific objective. The
specific objective being to get utilization out while at
the same tinme getting revenue up. So it is not utilization
up at the cost of revenue, you can’'t do that trade-off.
That trade-off is not an acceptable trade-off just to get

utilization up and revenue up.
Neeraj: Okay, so you remain confident that this is just a
quarterly flip and it will not get repeated?

Par pi a: Yeah.
Neeraj: Fine, thanks.
Moder at or : Thank you M. Shah for your questions. CQur

next question conmes from M. WMahesh Vaze from Brics
Securities. M. Vaze, you may please proceed.
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Vaze: Hi Manu, just wanted to find out what was your
recruitment for the quarter and how have the utilization
rates nmoved?

Par pi a: | think we had given that figure, so | don’t
remenber it by heart but the recruitnment we had crossed to
over 1275 from | understand to flip and find out where it
is..

Vaze: Actually, | saw it is y-o0-y, 801 to 1275 in the
press rel ease.

Parpia: Correct, the conpany had over twelve net increase
of 11% over the previous quarter. Now if you see there is
_23:36 of 11% and sales canme down 2% so you know how
clearly there is a problem right?

Vaze: Okay, and would it be possible for you to give the
utilization rates, how they have noved?

Parpia: Yeah, | think it is all been given.

Vaze: Actually, okay | think |I need to go through it
agai n, okay fine.

Parpia: Wat is the utilization rate?
Vaze: 80% i ncluding training.

Par pi a: Yeah.

Vaze: And what was it last quarter?
Parpia: 85, | believe.

Vaze: (kay, secondly Manu, you nust have seen sone of the
other industry participants results as well in this
guarter. Sonme or the other reason the growh is not really
there in ternms of vol unes, okay. And sone other conpanies
have al so revised their guidance downwards. So when we go
in the market space and try to win business, do you see
some sort of slow down conpared to where we were, let’s say
one year ago?



42 Fortis

‘riour Partirer for Finandal Lase

Parpia: Well, frankly I think the slow down is nore to do
with our creation and | don’t see what, | nean, | would
find it difficult to accept that there is a slow down. |
think it is nmore in the way we have approached our sal es,
the way we are anticipated the changing nature of our
sales, the sane is no |longer a situation where you offer

and so on. Now, just you find an OEM and you get the
revenue, you neet the CEO and you get the order and nove
ahead. It has becone nuch nore conplex. Now, maybe we all

have run of good luck and maybe some of our partners were
really plying and they needed |ots of people and so our
shortcomngs in following a good process in the sales
engagenent was overcone by the exuberance of that period.
So right now, | don't think it is really a slow down, but
you can’t be all the tinme and just |ike your stock market
takes a breather or sonething like that. So it is really a
kind of situation where there is demand, but now our
partners, those particular partners, who were really
frantic are not feeling it so frantic. So then the whole
starts showing, so that is really the way | look at it. So
if one looks at it that there has been an inherent slow
down in demand.

Vaze: Manu, ny question was nore not so nuch specific for
Geonetric, because if let wus say everyone else was
decl aring great results and Geonetric was the only one with
i ssues. One could have said that there is sone conpany
specific issue, but you nust have seen that al nost everyone
has had sonme or the other issue because of which the
vol umes have not grown. So what | wanted to get a sense of
is, isn't the systemis the demand not as strong as it was
one year ago. When everyone was doing well, you guys were
doing well, but everyone else was also doing well. So I am
not trying to find out a conpany specific issue, but just
wanted to get a sense that in the system on a systemw se
basis, are you seeing sone sort of a slow down?

Parpi a: Wien there has to be candid and say how can | help

you, because | don’t know what is the problem with the
ot her conpani es and so on. | can only tell you from ny
perspective, what | said. Should we all had a weak
quarter? Yes, because we already said right at the
begi nning of the quarter, we knew it would be a weak
quarter. And why, because one of our nmajor custoners,

these are substantial decline which we are actually
grateful for, because | think that if this hadn’t happened,
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we woul d have been | anded with problens in this  27:45
|ater on. So the reality is, just we had to pay sonme price
in terms of reducing of our volunmes, but today we are the

stronger for it. S it should have been weak, should it
have been negative? No, and why, how could we have avoi ded
it being negative, | think we could have avoided it by far

nore proactive, nore aggressive and in pursuing the
opportunities that was there and sone which we did |et
slip, because of our nentality which was carried over from
the past quarter which is that we had a surplus of orders
and not enough people. So frankly, in ny opinion a failure
of managenent. Okay, so | look at it that there is a
failure in managenent and this is not sonething that we
shoul d bl ame, obviously you can’t control everything, but
frankly we should not have declined, we should have atl east
grown by 1% _ 28:46 to us.

Vaze: Okay, one last thing, could you just state the
revised guidance in ternms of topline and bottonl ine, what
is the guidance as it stands today?

Parpia: Well, we have given a guidance of 45-50% and we
had said the bottom ine roughly in that same...

Shashank: Sane range in rupee terns.

Parpi a: Yeah, sorry, what did you say, Shashank?
Shashank: It was 45-50 in rupee terns original guidance.
Parpia: For earnings, right?

Vaze: \What is the current gui dance now?

Parpi a: 37-45.

Vaze: Ckay, fine enough. Thanks a lot and all the best.
Moderator: Thank you M. Vaze for your questions. W nove
on to the next question from M. Sanjeev Kapoor from SSKI

M . Kapoor, you nmay please go ahead.

Kapoor: | just wanted to know what is the attrition right
now, in the |last quarter?
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Parpia: In the quarter that went by was around 20% if I
am not m staken and it has gone up fromaround 16 it was.
It has gone up to 20 and in some ways after the salary
i ncrease, obviously sone people are dissatisfied with the
increase. So | think that sonme attrition is to be expected

in this particular quarter. It al so enphasizes the need
for us to get even nore proactive in ternms of our career
path because | am convinced the main reason why people

| eave is that they perceive their upward path is not clear.
And so that really is a major driver.

Kapoor: So this is after this ESOP, which has been given
the salary hike, attrition has gone up?

Par pi a: Yeah, | just said part of the attrition is
expected to go up, in terms of EsoP, | think it is
interesting that not many people, maybe those guys who have
been with the conpany |onger tinme have now understood the
val ue of the Esop, because they are definitely made the
noney and they have derived the benefits, many of them
encashed the shares. But there are still nunber of people
who don’t quite understand and if they don't feel the
career is on the upward path or in the right trajectory,
then they want to grab today and not worry about tonorrow.

Kapoor : Ckay, and whatever after going through your
mat eri al and on the concall so far, if | am understanding
correctly, the hit on the, rather the negative nunbers on
the topline which is quite below your expectations. But
| argely because of the delays along wth, you said
engi neering services not doing greatly in this particular
quarter?

Parpia: Well, actually a conbination of factors, |ike you
sai d engi neering services didn’'t do as we had hoped, sone
projects were del ayed, sone fixed priced projects, then in
ternms of our products e-Drawings was flat, then we al so had
this situation that CAD- PDM and X- PDM produced cl ose to ni

revenues. So then all of it hit at one, we have a nunber
of, you know we try to reduce our risk by having a nunber

of baskets and well, none of the baskets really cane up
this tinme.
Kapoor: But other ones if we |look at OEM and the

i ndustrial custonmer business, both these two busi nesses are
doi ng okay.
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Parpia: Yeah, there are doing okay but sonmetines you get
the |uck, one basket overcones the other. So this tine
nost of the baskets didn’t produce anything. So didn’'t
produce the necessary equations.

Shashank: Manu, | would just |like to add on engineering
services. As you also had said earlier and we have been
saying all along, that last year we did the over 1%2mllion
in revenue while we set the target of 5 mllion this year.

Ri ght now we should say that we are quite on track to neet
our targets in engineering services, particularly in terns
of traction what we are getting from engi neering services
partners.

Kapoor: Shashank, if | could just ask you one thing, the
decline if you had done this particular study in ternms of
decline in utilization, how nuch this would have inpacted
t he margins?

Shashank: No, what | would only like to answer at this
stage that our 85%utilization |ast quarter, by design we
were expecting to get it down say by a couple of percentage

poi nt. However, getting to 80 was nmainly due to that sone
projects got del ayed and sone projects we didn't neet, so
woul d say again |ike couple of percentage point is

undesi rabl e drop.

Par pi a: Yeah, but that 1is true, but in terns of
translating to the bottonmine, it would be, | nean |
haven’t done a study to really tell you that it cones to
this, but I wouldn’'t be surprised if it was actually 5, if
not 7 percentage point. And that buffer you need to | ook

at as Geonetric stand-alone because today all the
utilization, excess man-power and so on isn’'t Geonetric
l[imted, there is no utilization issues in 3D PLM because
that is running flat out. There are no re-utilization
i ssues in any of our overseas subsidiaries because we don't
keep any bench overseas; it's all inlimted. So while I

talk of 5-7 percentage point which I have not done enough
research, so you shouldn't wuse it and start doing
cal culations on it. But whatever that would do, it would
still get welded into the consolidated result, where you
coul d have a smaller inpact.
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Kapoor: Ckay and where do you generally will be |ooking at

your confort level on the utilization |level front, what
woul d be your..?

Shashank: As | said 82-83 that should be our |evel where
we shoul d be operating.

Kapoor: Okay, thanks a |lot.

Moderator: Thank you M. Kapoor for your questions. Qur
next question conmes from M. Atul Penkar from Enkay Shares.
M . Penkar, you nay please go ahead.

Atul: Leaving apart this delay in projects, how do you see
growh in PLM nmarket space in terns of growh from
i ndustrial custonmers and partners?

Parpia: | amtrying to answer your question. How do | see
growt h...
At ul : Broadly how do you see growth in the PLM market

space from both your OEMs and partners?

Parpia: | think that the gromth is there, growh is there
definitely and we stand by our strategy which is to focus
on or to be a PLM specialist, because we firmy believe
that the PLM narket is one which is seeing growi ng need for
PLM as conpanies seek to cut their costs and i nprove their
designs and reduce the tinme and all of that. So I think it

is a very, | nean it’s a dynamc sector which will see
grow h and you should see even nore growh. So | don’t see
anything that has happened to change it. |In fact | believe

that the fact that say an auto conpany or sone of the
conpani es face difficulties, they have understood that they
really can’'t afford to cut down their investnent or they
can afford to cut down the investnent but they finally nust
get the same throughput or even get higher throughput
because how else are you going to conbat the fact that

either you _ 37:48 and say | wll produce fewer npdels,

wi Il produce fewer varieties of cars, aircrafts, whatever
is the particular comodity you are selling. So you are
willing to give up market shares, okay, or you learn to
conpete and by that you find ways to produce the item being
manuf actured faster, cheaper, quicker. So | think the

fundanmental drivers to PLM adoption are not changed, and in
fact given the period between 2001-03, when things got very
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slow, |I think that people now have to catch up and have to
upgrade the technology and that represents another
opportunity which still hasn't yet fully certified, that is

up gradation of technol ogi es, which has to happen sooner or
| ater.

Atul: Okay, and Sir if | look at your revenue mx in terns
of onsite and offshore, onsite has really taken off. When
you see that mx in terns of offshore being a credible
portion of your revenues?

Par pi a: No, I think if you conpare to |ast year, yes it
has taken off but on quarter-on-quarter it has been maybe
one percentage point here or there, but its not really
dramatically shifted in the last quarter. It has shifted
over a year.

Atul: The |l ast 6-8 quarters.

Par pi a: Yeah, that extra | don't see it doing nore of
dramatic shift.

At ul : Okay and Sir for your CAD-PDM product what is the
ki nd of nodel you plan to follow because if | understand
it correctly it is basically this product is for mgrating
CAD data to PDw?

Parpia: Yeah, well actually that product is designed for

inter-__39:44 between the simlar vendors or different
vendors...

At ul : Different PDM vendors. So in that case will our
product forma plug-in of a standard product or how..?

Parpia: Fornms the plug-in effect of a standard product but
because of the nature of the Bean40:02 it has to be sold by
| arge re-sellers, | nean conpanies |like IBM HP that kind
of conmpany. It is not a channel re-seller product, like in
e-Drawi ng they were channel products, whereas these wl

have nore accepter-integrator will be the distribution way
and given the conpl ex nature because we are not talking of
a product which will be used by the top conpanies of the
world if it succeeds, | need to be set on that, which wll
be used by the top conpanies of the world, so the access to
these top conpanies can only come from other |arge
conpanies. It would be foolish to think that Geonetric can
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actually enter into this space and try and sell to the
Fortune 500 conpanies, it is not going to work. So we have
all of this |ined up. Everything is, strategy is clear,
gane plan is clear but the politics are difficult.

At ul : Okay, Sir when do we expect this products wll
del i ver revenues?

Parpia: Five years, that is what | told you

Atul: Okay and Sir lastly, we had this delays in certain
new products and delay in revenue recognition of certain
fixed priced products. WIIl that happen in the next

quarter or in this comng quarter?
Parpia: What is that, the revenue fromthe.., Yeah?
Atul : Ckay, thanks a lot and all the best.

Moderator: Thank you M. Penkar for your questions. W
nmove on to our next question from M. N nesh Chandan from
Strategic Capital. M. Chandan, you may please go ahead.

Ni mesh: Hi, Good afternoon. | would |Iike your comment on
the pricing scenario. The pipeline seens to be very strong
and we have been struggling for delivery calls in ternms of

human resources. Has there been any scope for price
increase in our OEM business and two, in the partner
busi ness?

Parpia: Well, | think that there is thankfully if you ask

me we have not been aggressive enough in swtching, see CEM
busi ness we keep trying and certainly there is no downward
pressure and it is nmore upwards. So | don’t, you know we
keep trying and sonetines we succeed and sonetines we
don't. So certainly there will be over a period of tinme we
will be able to do sone increase, but it is not predictable
and you can’t anticipate it. More likely the OEMs are
willing to give you nore volune and then to tal k about

price. But still I think its not that they are
unsynpat hetic or that they don’t understand. So | think
there you see. In terms of the industrial custoners and
partners, | feel that we need to get even nore clarity in
our pricing strategy which is what we are doing now and we
have done and we will be in the process of inplenmenting
t hat we have a proper price profile, we have a present nore
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di sci plined approach to pricing, let me put it that way. |
think that is really the way in which we can be | everaged
and nunmber two, we should now having |learnt a | esson on one
of the fixed price projects, we need to bid nore fixed
price projects, because clearly within fixed price projects
is an excellent way of inproving our margins, of course
bi dding and executing properly is a very good way of
i nprovi ng our margins.

Ni mesh: Excel l ent, and any comments on the acquisitions
that you are planning on the engineering field? Wether we
have short _ 44:10 incone conpanies? Any coment on the
progress you have done on that?

Parpia: Well yeah, we have got sone conpanies in mnd and
we are doing the usual set of homework. Let us say clearly
we are not in a stage where we can reveal anything. So
what | can only tell you is that one of ny main drivers for

getting receivables under control is to ensure that we
don’t have to, | nmean we get the CAD that is owed to us and
frankly there is no real, | nmean we don’'t have a situation

where any major receivable is in dispute or there is any
reason why we should be coll ected other than we shoul d put
theminto operation and get it. So | amvery keen that we
need to get our receivables under control, get our bal ance
sheets better so that we can successfully, execute on the
acqui sitions as and when it cones about.

Ni mesh: Okay, thank you very mnuch.

Moder at or: Thank you M. Chandan. W nobve on to our next
gquestion from M. Lalithab Srivastav from K R Choksey. M.
Srivastav you may pl ease go head.

Srivastav: Sir, npost of the questions have been answered
Just wanted to ask that tax rate as a percentage of PBT
seemto conme down from around 21% | ast quarter to 17%this
guarter. So, can you please just throw sone light as to
how t hat has happened and what would be the future scenario
in that respect?

Par pi a: Shashank, would you like to answer that?
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Shashank: This tinme there is no deferred tax provision
because of the reduction in the corporate tax rate, so that
is the main reason why the rates are down. But over the
years they will average out to normal rates.

Srivastav: But what is normal rates, as we have projected
we said that the effective tax will keep com ng down and
the project which has been executed in the newer units
constitute the |arger percentage of the total. So, if |ast
year the tax rate was 17% so this year would you expect it
to be | ower, higher or sane?

Shashank: | expect it to be |lower without the effect of
FBT, because that is the new el enent.

Parpia: Yeah, FBT is just 1-2% So it will be your, but
it may get conpensated by FBT.

Srivastav: Yeah, thank you Sir.

Moder at or : Thank you M. Srivastav for your questions.
Qur next question cones from M. Vinay Kul karni from UTI.
M. Kul karni you nmay pl ease proceed.

Shenoy: Sir, this is Shenoy, can you give us an idea of
the onsite/of fshore salary m x for your conpany?

Par pi a: What does that nmean?

Kul kar ni : The difference between the salary paid to an
onsite personnel and of fshore personnel.

Shashank: Well, actually Vinay, we don’t give salary data
as such for onsite and offshore. But what we have said in
the anal yst mailer that fromthe next quarter we will give
onsite and offshore efforts separately for next quarter
onwar ds. That means we wll also giving indicative
salaries for onsite and offshore, but this will begin from
next nonth.

Par pi a: But actually what you can see is that in MS we
will give you onsite consultant cost and we have manpower
expenses. So, if you want to do sone extrapolation you can
deci de to do.
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Ajay: Sir, this is Ajay from UTl, | wanted to know after
this quarter have our outlook for 2007 changed or we are
still confident about the revenue gui dance, not guidance

rather the target and also the target on the margins which
had set out for 2007.

Parpia: Yeah, | am not changing the target, clearly if |
say | am confident then that is a different word, | would
say that they remain ny targets and I wll work to achieve

them And as | said | don't want to give it as guidance
and all that, it has nore to do it. These are the targets
| see no real reasons to get into change in that.

A ay: Does it increase the pressure on you to go for an
acquisition in a faster way or anything |ike that?

Par pi a: I don’t think so because if we are to do an
acquisition and we do it before 2007 one thing, the rea
thing is that these things should not pressurize us to
maki ng deci sion which may initially | ook good on paper and
afterwards we regret it over the years. So, I wll not
allow that to put any pressure on nmaking an unnecessary
acquisition or just if acquisition is borderline then just
because we have to nake the target we should do it, that
woul d be foolish.

Ajay: Ckay, thank you Sir.

Moderator: Thank you M. Kul karni for your questions. CQur
next question conmes from M. Sandeep Shah from Tower
Capital. M. Shah you nay please go head.

Shah: Sir, this quarter there is a sharp increase in the
3D-PLM and profit. 1Is this on account of increase in the
R&D budget from the Dassault or is this nmore offshore

whi ch is happening. VWhere do you see the R&D services
goi ng forward?

Parpia: | don't think there is a sharp increase in 3D-PLM
profits. What you nmean is there is a sharp increase in 3D
PLM nunbers because they went up from 325 to 385.

Shah: This is what we get from the mnority interest
because...
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Anant: If | want to answer your, see the mnority interest
now i ncludes that of _ 50:39

Par pi a: Yeah, so be careful. | know because there is
definitely a sharp increase in the nunber of people and we
see that you know normally it is like this. The Dassault

systens get it’s budget approved at a particular tinme. Wen
they get their budget approved they say, now we got our
budget approved for so nuch, then we do the manni ng and get
the ranp up and so on. So this take tinme depends on the

past budget and when they get.. It is just |like you know
you are talking of all these cylinders that have to fire
and conpensate each other. So, in this quarter so many

cylinders been fired but frankly this is how is it that
t hey pass the budget and then they give us the info then we
start working and so on.

Shah: Okay, in ternms of product excluding the Teksoft,
where do we see the product revenues going because | ast
year organically we were 3 mllion, Teksoft wll add
another 3 mllion. So, where are we expecting organic
product growth in this year?

Parpia: | would be very disappointed if CAD-PDM and X-PDV
do not produce revenue, ofcourse CGeonetric technol ogi es and
e-drawi ngs are al so producing growth. But |I would [Iook at
all these four, that is, the edraw ngs, the CGeonetric
t echnol ogi es, CAD-PDM and X-PDM to start producing
revenues. Sonme of them are any way producing in a steady
predictable way but atleast CAD-PDM and X-PDM start
producing in a steady predictable way. Then we would see
good growth in products and for nme nore inportantly beyond
2007, it would open the door for a very good schenme of not
only product revenue but high value add service revenue
because both CAD- PDM and X- PDM are not products which are
out of the box and they are highly specialized. It is
sonet hing which has a double benefit, they are products
whi ch are designed to be inplenmented with assistance.

Shah: Ckay, as you were nentioning earlier that in 2007

the products wll contribute around 15% so what this
percentage will look like in 20067
Par pi a: | don’t want to get into that really, we are

al ready at 14% that nmuch | can say.
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Shah: Okay, is it sustainable going forward in the com ng
quarters?

Par pi a: Certainly hope so, see in quarter-by-quarter is
very difficult and it is like this quarter CAD-PDM and X-
PDM was close to nil, | frankly didn't expect that?

Shah: So why we are not that confidence in terms of
experience in CAD-PDM as you have said that the channels
are different and the...

Par pi a: No, it’s like when you are starting a product,
it’s like, you take in pharma, you are going to conme up
wor king on a nol ecul ar whatever you m ght be working on.
As and when if you get the nol ecul e working, everything is
sunny and glory and it starts various steps and all that

ki nd of stuff. In a very different way that is the sane
degree of wuncertainty that you have when you create a
pr oduct . You can’t predict, it’s not that prior to this
sure shot success, you know that's it. Then we as a

conpany now has the benefit of getting a steady stream of
service revenues which enables us to do sonme experinent in
products and say a little bit of this we need to do that if
we are going to find a long-term way of differentiating
our sel ves.

Shah: And Sir as we nentioned that there are sonme projects
got del ayed and now we already in July. So, how many of
t hat has al ready been started?

Parpia: | think we nentioned that at | east one has started
and the fixed price project next phase will start in this
quarter. 55:16

Shah: So we are expecting all the delayed projects wl
start from Q2 onwards.

Parpia: | think alnost all.
Shah: Okay, thank you.
Moder ator: Thank you M. Shah for your questions. W npve

on to our next question from M. Sudhanshu Raj pal from BNK
Securities.
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Par pi a: Madam | will have to leave in a couple of
m nutes, | can make this as the |last question if you don't
m nd?

Moderator: Certainly Sir.
Sudhanshu: Manu Hi

Parpia : Madam | have to | eave very quickly, so can | take
the | ast question.

Sudhanshu : as far as the industrial customer segnent is
concerned how close are we to set up an ODC for that?

Parpia: | think that we have taken some good steps. Now
how close it is difficult to speculate. But | think if you
| ook at the press release carefully, we have identified
atl east couple of custoners have designated us as the
preferred supplier. Now whether that imediately reach to

an ODC or not it is difficult to say. | think that’s the
right step, | mean w thout that you can’'t build an ODC
So, | think we are making the step there in a good way.

This is the right way to do it, to get yourself declare as
a preferred supplier and then build on that.

Sudhanshu: But then the point has been that we have been
targeting this for quite sone tine and as far as the
i ndustrial custoners are concerned we have been targeting
themvery focusly to a couple of select partners. So, when
you say that we have been chosen as the preferred supplier
are you tal king about the end-industrial custoners?

Parpia: Yeah, in this particular case will becone, in case
of Ford we have al ways been dealing directly. And in case
of Volvo Quincy it was through Volvo IT and then | said
okay, this is how you have to work this particular
engi neering services as against |IT services, they wanted to
do direct and Volvo IT said, fine this is howit is. So,
this particular case it work with the full blessing of the
partner. If you want to make an offshore devel opnent
centre for Volvo PP, then this seens to be the only way to
do it as far as engineering services were concerned. W
remain when we say that have you succeeded in terns of
getting that steady business, | feel that at |east one or
two partners we now are at the stage where we have seen
t hat okay, all business that they are going to do wth
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of fshore el enent we are doing joint bidding and orders are
com ng through Geonetric. Now can we say that we have
reached a stage where they are guaranteeing us that you
wi Il 25 peopl e business conme what may. No, to that extent
the definition of offshore devel opment centre is not net.
Can we say that we have now got them that they now
transparent with us who are the end-users and we are doing
joint bid and when the order comes in, it comes to us, |
woul d say yes.

Sudhanshu: But | guess how long do you actually this
process will take, If | wunderstand correctly a couple of
the partners to which we are approaching industrial
custonmers, they have al so been our custoners in our |egacy
work of the in providing the core R&D outsourcing to CEMs.
Their role as OEMs, if you mght a couple of tines. So how
| ong do you perceive this process will take and at the end
of the day when it cones to industrial customers excluding
of engineering services, what is the kind of offshore
ratios do you perceive will be therein the industrial
custonmers by the end of this year?

Parpia: The ratio of industrial custoners you are talking
of offshore developnent | think? The ratio has been going
up if I remenber right, | said for 2007 we would see that
the industrial customers would go from 35% and to about
50%

Sudhanshu: That’'s perfectly fine, | am saying wthin
i ndustri al custonmers let’s exclude the engineering
services, you know at _ 60:07, as far as the rest of the
busi ness is concerned what is the offshore transition which
you perceive and which will happen by the end of this year?

Parpia: GCkay, | do not want to say that | have to slightly
because | have a call at 3:00 with the customer. Can you
just repeat your question because a person cane in and
interrupted ne and told ne I have to go out?

Sudhanshu: No problem ny only question is wthin
i ndustrial custonmers which we have been going through
partners, if we cut the engineering services, as far as the
rest of the junk of the business is concerned when do you
perceive and to what extend will you have a steady state
of fshore revenues starting from there and by the end of
2006 how will the picture |ook?
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Parpia: Gkay, | was glad to see that atleast we would have
324 industrial custonmers through partners or otherwi se in
| T services giving us steady business. Today | think we
have achieved that with one custoner where we are getting
steady business, it’s not as large as we would |ike. I n
terms of our partner there, atleast 2 or 3 partners who
give us now steady business, a mllion of IT every nonth,
that is ongoing business. So, we are lined inside for
that. But after size that we have with the software OEMs

in particular our 3 largest software OEMs mminly Dassault

systenms, UGS and Matrix 1. We have not reached yet that
size and I would hope atl east we should have one industri al
custonmer by the end of this financial year in that area in
terns of steady business.

Sudhanshu: Of f shore?
Par pi a: Yeah.

Sudhanshu: Okay great, may be the second question |I know
if you want to rush...

Par pi a: Can | |leave, Shashank could you answer that
guestion, it's fine with ne.

Shashank: | can.
Parpia: | need to sign off, sorry.
Sudhanshu: Shashank, my question is as far as the known

Dassault Systemes OEMs are concerned, what are the kind
growth rate nmay be sounds |like a reputation, what are the
kind of growth rate you have perceived? And overall PLM

mar ket is strong, | believe the segnent is one segnent in
which growth has been not strong through the past year
al so. So, what you perceive will be the growth there
because this being a historic business, i ndustri al

custoners are straight you know, higher onsite does
facilitates higher revenue growth also. But excluding the
Dassault Systenes as far as the other CEMs are concerned what
t he outl ook there?

of
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Shashank: Now, outl ook means we have added a couple of
OEMs and there is a growh nost of the barring power where
we said there is a decline we have said | ast quarter. But
if we see overall PLM market as such where also there is a
consol i dati on happening, you know that Dassault acquired
Abaqus who al so happens to be our custonmer for other
CEMs. There is a consolidation happening but overall if we
see including Dassault, typically our CEM busi ness should grow
in a range 25-30% year-on-year and that is the reason we
sai d that OEM busi ness as the percentage will cone down at
around a range of 35-50 by 2007. But over year-on-year it
shoul d grow between 25-30% including revenue from Dassault.

Sudhanshu: And you can't give us the nunbers that you
woul d exclude Dassault systenes because that as special
relationship that you had. So, excluding that can you give

out the nunmbers?

Shashank: No, | would not...

Sudhanshu: Not a problem Sir, thank you so nuch.
Moderator: Thank you M. Rajpal for your questions.
Sudhanshu: So, are we signing off now, Deepa?

Deepa: Yeah Sir, thank you M. Patkar and Govande and al so
Parpia for being on the call and thank all the participants
for attending the call, thank you.

Shashank: Thank you all.

Moder at or : Ladies and gentleman, this concludes your
conference for today. W thank you for your participation
and for using TATA Indi com conferencing services. You nmay
pl ease di sconnect your |ines now. Thank you and have a
great day.



