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Background and Business




ICRA Limited
Rating and Grading Services. m ICRAIs one of the leading
Credit Rating agencies in
l India, and an Associate of
l l l Moody’s Investors Service
[CRA Management ICRA Techno m Besides Ratings, Group
c ranagem Analytics Limited ICRA Online Limited ;
onsulting Services . , ICRA offers Consulting
Limited (IMaCS) (ICTEAS) (ICRA Online) _ _
(100% subsidiary of (100% subsidiary of (100% subsidiary of services, IT-based services,
ICRA Limited) ICRA Limited) ICRA Limited) Information services, and
l Outsourcing services.

* Mutual Fund-based
IT solutions for information services
Consulting services business * Technology products
Information services applications and and services
processes » Outsourcing services



Financial Performance Review




ICRA’s Revenues up by 26% (Previous Year 48%)

m  |ICRA’s Net Profit up by 38% (PY 36%)

m Consolidated Group Revenue up 23% (PY 40%); Consolidated Group Net Profit up 38% (PY 37%)

m  Proposed Dividend of Rs. 17 per share (PY Rs 12)




Revenues FY 2009 FY 2010 Growth

m  Ratings Income up by 20%
Operating Income 8873 10616 20%
Other Income 1271 2178 71% m  Compression of Ratings Operating
Total Income 10144 12794 26% margins from 64% to 58% with
PBDIT 5444 7607 40% increase in relatively smaller-ticket
Interest 0 0 _ - o
PBDT 5444 7607 40% business and competitive pricing
Depreciation 178 196 10% pressures
PBT 5266 7411 41%
Taxes 1651 2411 46% m  Net Profits up by 38%
PAT 3615 5000 38%

m  Other Income includes reversal in
OPBDIT Margin 64% 58% diminution in carrying value of
PBDIT/Total Income 54% 59% Investments of Rs. 822 lakhs in FY
Other Income/Total Income 13% 17% _ _
Personnel Expense/Total Income 27% 28% 2010. Adjusted for this, Total Income

[0) 0, . .

Other Expense/Total Income 20% 13% increased by 18% and Net Profits by
Tax/PBT 31% 33%
PAT/Total Income 36% 39% 23%
EPS (Wtd. Avg.) (in Rs.) 36.15  50.00
EPS (Wtd. Avg.) Y-0-Y Growth 38%
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Rs. lakhs
Revenues FY 2009 FY 2010 Growth
Ratings 8852 10615 20%
Consultancy 1887 2165 15%
Information 306 408 33%
Outsourced Services 873 1263 45%
IT Related (Sales & Professional) 1664 1782 7%
Total Operating Income 13582 16233 20%
Other Income 1402 2267 62%
Total Income 14984 18500 23%
PBDIT 6057 8341 38%
Interest 2 0
PBDT 6055 8341 38%
Depreciation 365 415 14%
PBT (After Prior Period Adjustments) 5681 7926 40%
Taxes 1792 2578 44%
PAT 3889 5348 38%

m Total Income has gone up by 23% while PAT has increased by 38% during 2009-10

m  Other Income includes reversal in diminution in carrying value of Investments of Rs. 849 lakhs in
FY 2010. Adjusted for this, Total Income increased by 18% and PAT by 23% during 2009-10
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Rs. lakhs
Segment-wise OPBDIT Margin
Ratings PBDIT margins 6620 60%0
Consulting PBDIT margins 2% 10%
Information PBDIT margins 2% 13%0
Outsourcing PBDIT margins 37% 35%0
IT PBDIT margins -1%0 -11%0
Total OPBDIT Margin 46%0 42%
Key Ratios
PBDIT/Total Income 40%0 45%0
Other Income/Total Income 9% 12%0
Personnel Expense/Total Income 37% 37%
Other Expense/Total Income 23%0 18%
Tax/PBT 32% 33%
PAT/Total Income 26%0 29%
EPS (Wtd. Avg.) (in Rs.) 38.89 53.48
EPS (Wtd. Avg.) Y-o0-Y Growth 38%0

m  Overall Group Operating Profitability margins declined with compression of Ratings, Outsourcing and IT
operating margins

m  Profitability of Consulting and Information services has improved
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Revenue Contribution FY 2009 FY 2010

Ratings 599%b 57%
Consultancy 13% 12%
Information 2% 2%
Outsourced Services 6% 7%
IT related (Sales & Professional) 11% 10%
Total Operating Income 91%0 88%0
Other Income 9% 12%
Total Income 100%0 100%0

Segment-wise OPBDIT Contribution FY 2009 FY 2010

Ratings 949%0 93%0
Consultancy 1% 3%
Information 0% 1%
Outsourced Services 5%0 6%
IT related (Sales & Professional) 0%o -3%0
Total OPBDIT 100% 100%



Investments (Rs. lakh)

FY2009 FY2010

Bonds (Taxable and Tax-free) 269 0
Floating Mutual Funds 0 2603
Balanced Mutual Funds 2128 2952
Fixed Maturity Plans 560 1900
Fixed Deposits with Banks 10755 10562
Equity and Preference Shares 35 5
Total Liquid Investments 13747 18022

FY2009 FY2010

0% 0%

B Bonds (Taxshle and Tax-free)
B Flosting Mutual Funds

B Balanced Mutual Funds

W Fixed Maturity Plans

B Fixed Deposits with Banks

W Equity and Preference Shares




Business Update




m  Performance highlights:

"= Revenue grew by 20% (PY 47%)

=  Operating profits grew by 7% (PY 52%)
m  Growth driven by:

= Basel Il related Bank Loan ratings

=  Acquisition of new clients

= Some pick up in debt market related business during H2

m  Growth constrained by:
®  Subdued Debt market issuance

B Contraction in Structured Finance and Public Finance businesses

Profitability impacted by:

" Increased penetration into relatively smaller —ticket business

=  Competitive Pressures on pricing




Sector-wise Classification

2009-10

5%

2008-09

2%

7%

H Corporate Secor

H Financial Sector
Structured Finance

B Public Finance

m  Corporate sector continued to significantly contribute to the Ratings Business

m  Pick up in Financial Sector business with improvement in financial markets (during H2 )

m  Share of Structured Finance business has further declined with contraction in market volumes




Debt Instruments

Volume (Rs. billion) - ===Number of Instruments
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Basel Il Ratings

Volume (Rs. billiony==Number of Entities

4004
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1884
03
0
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While the number of ICRA rated entities under Basel Il has increased significantly, the volume of
fresh bank loans rated declined with addition of larger number of relatively smaller entities

Basel Il related revenue has contributed to around 44% of total Rating Revenues (43% PY)

With relatively subdued debt market and contraction in structured finance issuance, the volume of

debt rated by ICRA declined during the year.
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m  Performance highlight
®  Operating Revenue grew by 16% (PY 5%)
=  Significant improvement in Operating Profit by 367% (PY (-) 78%)
m  Growth and Profitability improve in H2. Key drivers for turnaround in H2 were:

®= Moderate thaw in consulting budgets of clients in select industry verticals (e.g. Energy, Transport, Urban Infrastructure)

based on stimulus and other incentives offered by Government post the financial meltdown

® Increasing business focus on defensive sectors (e.g. Development consulting, Healthcare, Education) and client groups (e.g.

Multi-lateral agencies, Governments) to enhance flow of mandates during the downturn

= Enhancing flow of mandates by pursuing smaller engagements in line with lower spends by clients (IMaCS won about 25%

more number of mandates during FY10 than in FY09)

" Increased capacity utilisation in H2 effected by management by adopting more competitive bidding strategies and forming

cross-functional teams

m  New developments

"  Setup, IMaCS Virtus Global Partners Inc., a Joint venture in USA to tap into the growing Indo-US business corridor

®  Strategic alliance with Ecorys, a leading Netherlands based global economic consulting firm




Highlights
" Revenue grew by 7% (PY 33%)
® ICRA Techno Analytics, Inc. merged into Sapphire International Inc. and was re-named as ICRA Sapphire, Inc. (ICSAP)
m  Growth driven by :
= Business Intelligence and Analytics domain continued to be the main growth driver
=  Acquisition of new clients

=  Steady growth in business from existing large clients

m  Profitability impacted by:
" INR appreciation against the US dollar (by 6% from INR 50.08 to INR 45.11) — negative impact of INR 2.65 million
®=  Costincurred on strengthening of middle management cadre and other HR related initiatives

m Challenges

® To scale up size of operations

®" To move into newer geographies

" To Introduce IT products and information services to cover other asset classes, e.g. Debt, Forex, Commodities




m  Performance highlight
"= Revenue grew by 45% (PY 49%)

m  Growth driven by
=  Deepening of existing processes — in terms of both higher volume and complexity
=  Addition of new work processes

= Addition of a new client

m  Profitability constrained by

=  Appreciation of Indian rupee against dollar

m  Mitigant

= Improvement in productivity through automation and cross-training

m Challenges

=  Greater level of automation by clients to internally automate their data aggregation process

®  Maintain profitability in the context of pricing pressures but continuously escalating costs




m  Performance highlight:

"= Revenue grew by 33% (PY 12%)

m  Growth driven by:
=  Upgradation of existing products

= Launch of new products

B Greater focus on data, content and research




Business Outlook and Challenges




m Basel Il implementation expected to provide growth opportunities (Short to Medium term)

= However, revenue and profitability growth is likely to be moderated by the increasing proportion of relatively
smaller-ticket business

m Higher corporate issuance in local debt market, which is relatively under-penetrated, expected to
provide opportunities to rate increased debt issuances (Medium to Long term)

= Large investment requirements leading to increase in funding requirements

= Gowt.’s forex inflows management related concerns

=  Govt. initiatives to revive the debt market

=  Growth in assets under insurance and pension schemes

= Enhanced possibilities of risk-based pricing by banks (with loan exposures getting rated under Basel Il)

m Likely continuance of growth in credit demand and improvement in capital markets expected to drive
financial sector related issuance

m  Expansion of under-penetrated structured finance market following growth in credit expected to lead to
higher funding and capital requirements (Medium to Long term)

m  Significant funding requirements of sub-sovereign entities (Medium to Long term)



m ICRA s well positioned to exploit the emerging opportunities, given its:
=  Strong brand and competitive strengths
"  Proven ability to make product and service innovations
®  Track record of Ratings

= Experienced Management team and rich talent pool

" Close association with Moody’s




m  Protracted slowdown/disruption in domestic debt/capital markets

m  Prolonged slowdown in economic or investment growth

m Ease of access and relative cost economics of overseas funding alternatives

m  Adverse changes in regulations

m  Reputation related risks

m  Competitive pressures from other Rating agencies

m  Ability to retain and attract quality manpower; increasing compensation and related operating costs

m  Squeeze on profit margins from pricing and cost pressures, besides increasing proportion of relatively
smaller-ticket business



Disclaimer

This Analyst Presentation contains certain forward-looking statements (including
expectations and plans) that may be identified by words, phrases, or
expressions such as “expected”, “likely”, “will”, “would”, “continue”, “intend to”, “in
future”, “opportunities” or their variations. These forward-looking statements are
subject to certain risks and uncertainties that could cause actual results to differ
materially from those reflected in the forward-looking statements. Factors that
might cause such differences include, but are not limited to, those discussed
under “Business Outlook and Challenges” section, which is a part of this review
presentation. Readers are cautioned not to place undue reliance on these
forward-looking statements, which reflect management’s analysis only as of the
date hereof. The Company assumes no obligation to publicly update or
otherwise revise any statements reflecting circumstances arising after the date
hereof or to reflect the occurrence of underlying events, even if the underlying

assumptions do not come to fruition.
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