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IN-DEPTH* PRECISE*ACTIONABLE

‘Deal-well-done’; shareholders to get rich dividends; maintain Buy
View: Majesco India sold its US listed operating entity (owns 74% economic
interest) to a PE entity valuing the company at US$594mn. The transaction
would mean the company would exit its entire operating unit and thus
would use the entire proceeds of about Rs850 per share its shareholders.
The sell-out was on expected line as company did all the necessary actions
(Rights issue in US to transfer cash from India to operating entity,
additional stake purchase from Mastek, selling Asia-region business to its
US-subsidiary) that were ideal for the transaction to get consummated
over last few quarters.

We believe the significant-premium on the deal valuation is a classic
example of what opportunity any cloud based IP-business can achieve
given the potential acceleration theme and further reinforce our positive
view in the space. We expect the stock to trade about 20% discount
(towards tax & time value) to cash-per-share at about Rs680 and would
inch higher as more clarity emerges on distribution route and time-lines
and maintain our Buy rating on the stock with a similar TP (Target price
implies 19x on FY22 earnings).

The transaction: Majesco’s 100% operating unit and its US listed subsidiary
got merged (acquired) with Magic Intermediate LLC (affiliate of Thoma
Bravo LP a US based PE firm with US$45bn in capital commitments) for
US$13.1 per share a 71% premium to its previous closing price of $7.6. Post
this transaction the US business will turn into Private Corporation.

Deal Contours: Majesco Ltd owns 74.07% stake (32mn shares) of the US
subsidiary that valued the stake at closing price at US$245mn which was
already at 74% premium to its market capitalisation in India. However, it
would now receive about US$420.6mn (pre-tax) from the transaction,
implying 198% premium.

Plans for proceeds: Majesco Ltd. Intends to distribute entire proceeds
from the stake-sale net of taxes and transaction cost through
Dividend/buyback route. The total cash per share that would be eligible for
distribution would be about Rs850 per share (assuming 23% towards
taxation — calculated after deducting investment value in books at
US$68.6mn). The company also have some real estate in the holding
company. For Indian shareholders they may now receive about per share
value of over Rs850 as against CMP of Rs386.

Roadmap: The company would need to get multiple approvals both in US
(SEC clearance, HSR/Anti-Trust, Shareholder Approval) and India
(Shareholder Approval, RBI, Income tax NOC- 281) and thus expect the
transaction to get close by Q3FY21. Promoter Group collectively owns
38.2% of India Listed Entity) have supported the move and the agreement
on the same has also been approved.

Valuation

The deal valued the company at US$594mn — over 4x on EV/revenues, ~55x
on EV/EBIT basis. The valuations are in sync with other cloud businesses in
the US market, implying about 10x on its cloud revenues that has been
growing 35% CAGR since listing). Indian shareholders are expected to
receive potential dividend per share of about Rs850 or may get lower value
in cash as company may resort to buyback route.

CMP Rs 386
Target / Upside Rs 680/ 76%
BSE Sensex 37,441
NSE Nifty 11,022
Scrip Details
Equity / FV Rs 144mn / Rs 5
Market Cap Rs 11bn
USS 148mn
52-week High/Low Rs 513/Rs 168
Avg. Volume (no) 32,510
NSE Symbol MAJESCO
Bloomberg Code MICO IN
Shareholding Pattern Mar'20(%)
Promoters 38.6
MF/Banks/Fls 11.8
Flls 10.0
Public / Others 39.6
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Exhibit 1: Deal contours and valuation

Majesco Particulars Value Remarks
A Market Cap (Rs mn) 11088 Holding Company
B Holding in MJCO US entity 74% Stake in subsidiary
C MJCO US CMP $7.6 Per Share
D Got acquired for $13.1 Per Share
E Premium received 71% for US listed shares
F Valuation US entity (mn$) $594 Merged with PE
G Value of stake for Majesco India (B*F) 440 Smn
H Value of stake post tax (23%) @ 75Rs/$ 25555 Rs mn
| Cash value from proceed (net of tax) 850 Per Share
J CMP of Majesco India (Rs) 386 Per Share
K Effective upside assuming 100% payout (1/J) 220% through dividends
L Discount on cash per share 20% '\Il'gl\algrds tax/time
M Fair value per share (I * L) 680 Per Share
N Upside (M/J) 176%

Source: Company, DART
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Profit and Loss Account

(Rs Mn) FY19A FY20A FY21E FY22E
Revenue 9,881 10,405 11,743 12,982
Total Expense 8,950 9,238 10,248 11,053
COGS 6,611 6,941 7,778 8,343
Employees Cost 0 0 0 0
Other expenses 2,340 2,297 2,470 2,710
EBIDTA 931 1,167 1,495 1,929
Depreciation 196 340 385 415
EBIT 735 826 1,110 1,514
Interest 36 20 16 20
Other Income 302 217 170 185
Exc. / E.O. items 27 150 30 0
EBT 1,028 1,173 1,294 1,679
Tax 310 271 272 353
RPAT 541 691 793 1,015
Minority Interest 177 211 229 311
Profit/Loss share of associates 0 0 0 0
APAT 513 542 763 1,015
Balance Sheet

(Rs Mn) FY19A FY20A FY21E FY22E
Sources of Funds

Equity Capital 142 144 144 144
Minority Interest 1,282 1,467 1,697 2,008
Reserves & Surplus 6,628 6,836 7,629 8,644
Net Worth 6,770 6,980 7,772 8,788
Total Debt 36 5 4 2
Net Deferred Tax Liability (595) (652) (652) (652)
Total Capital Employed 7,493 7,800 8,821 10,146
Applications of Funds

Net Block 3,383 3,580 4,573 5,226
CWIP 1 96 96 96
Investments 5 0 0 0
Current Assets, Loans & Advances 7,132 8,147 8,522 9,565
Inventories 0 0 0 0
Receivables 1,196 1,981 2,316 2,561
Cash and Bank Balances 1,099 3,430 3,289 3,892
Loans and Advances 33 36 37 39
Other Current Assets 3,938 1,973 2,150 2,345
Less: Current Liabilities & Provisions 3,027 4,023 4,370 4,742
Payables 165 305 338 365
Other Current Liabilities 2,862 3,718 4,032 4,377
Net Current Assets 4,105 4,124 4,151 4,823
Total Assets 7,493 7,800 8,821 10,146

E — Estimates
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Important Ratios

Particulars FY19A FY20A FY21E FY22E
(A) Margins (%)

Gross Profit Margin 33.1 33.3 33.8 35.7
EBIDTA Margin 9.4 11.2 12.7 14.9
EBIT Margin 7.4 7.9 9.4 11.7
Tax rate 30.2 23.1 21.0 21.0
Net Profit Margin 5.5 6.6 6.7 7.8
(B) As Percentage of Net Sales (%)

COGS 66.9 66.7 66.2 64.3
Employee 0.0 0.0 0.0 0.0
Other 23.7 22.1 21.0 20.9
(C) Measure of Financial Status

Gross Debt / Equity 0.0 0.0 0.0 0.0
Interest Coverage 20.4 40.7 69.4 75.7
Inventory days 0 0 0 0
Debtors days a4 69 72 72
Average Cost of Debt 10.0 98.1 348.6 653.6
Payable days 6 11 11 10
Working Capital days 152 145 129 136
FAT/O 2.9 2.9 2.6 2.5
(D) Measures of Investment

AEPS (Rs) 18.2 18.9 26.6 35.7
CEPS (Rs) 25.1 30.7 40.0 50.3
DPS (Rs) 1.5 0.0 0.0 0.0
Dividend Payout (%) 8.2 0.0 0.0 0.0
BVPS (Rs) 239.9 243.2 270.8 309.2
RoOANW (%) 8.9 10.1 10.7 12.3
ROACE (%) 10.5 10.1 12.1 14.2
ROAIC (%) 12.1 15.4 22.4 25.7
(E) Valuation Ratios

CMP (Rs) 386 386 386 386
P/E 21.2 20.5 14.5 10.8
Mcap (Rs Mn) 11,085 11,085 11,085 11,085
MCap/ Sales 1.1 1.1 0.9 0.9
EV 9,157 6,933 7,072 6,467
EV/Sales 0.9 0.7 0.6 0.5
EV/EBITDA 9.8 5.9 4.7 3.4
P/BV 1.6 1.6 1.4 1.2
Dividend Yield (%) 0.4 0.0 0.0 0.0
(F) Growth Rate (%)

Revenue 22.6 5.3 12.9 10.6
EBITDA 311.9 25.3 28.1 29.1
EBIT 1446.9 12.5 34.3 36.5
PBT 382.4 14.1 10.3 29.8
APAT (1310.4) 5.6 40.8 33.2
EPS (1302.9) 3.8 40.8 34.5
Cash Flow

(Rs Mn) FY19A FY20A FY21E FY22E
CFO 477 1,096 1,187 1,690
CFI (208) 1,014 (1,311) (1,068)
CFF 173 (94) (16) (20)
FCFF (401) (227) (191) 623
Opening Cash 598 1,077 3,310 3,170
Closing Cash 1,077 3,310 3,170 3,772

E — Estimates
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DART RATING MATRIX
Total Return Expectation (12 Months)

Buy >20%
Accumulate 10 to 20%
Reduce 0 to 10%
Sell < 0%

Rating and Target Price History

R9) ] Month Rating TP (Rs.) Price (Rs.)
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Analyst(s) Certification

The research analyst(s), with respect to each issuer and its securities covered by them in this research report, certify that: All of the views expressed in
this research report accurately reflect his or her or their personal views about all of the issuers and their securities; and No part of his or her or their
compensation was, is, or will be directly or indirectly related to the specific recommendations or views expressed in this research report.

1. Analyst(s) and Associate (S) holding in the Stock(s): (Nil)

Il. Disclaimer:

This research report has been prepared by Dolat Capital Market Private Limited. to provide information about the company(ies) and sector(s), if any,
covered in the report and may be distributed by it and/or its affiliated company(ies) solely for the purpose of information of the select recipient of this
report. This report and/or any part thereof, may not be duplicated in any form and/or reproduced or redistributed without the prior written consent of
Dolat Capital Market Private Limited. This report has been prepared independent of the companies covered herein. Dolat Capital Market Private Limited.
and its affiliated companies are part of a multi-service, integrated investment banking, brokerage and financing group. Dolat Capital Market Private
Limited. and/or its affiliated company(ies) might have provided or may provide services in respect of managing offerings of securities, corporate finance,
investment banking, mergers & acquisitions, financing or any other advisory services to the company(ies) covered herein. Dolat Capital Market Private
Limited. and/or its affiliated company(ies) might have received or may receive compensation from the company(ies) mentioned in this report for
rendering any of the above services. Research analysts and sales persons of Dolat Capital Market Private Limited. may provide important inputs to its
affiliated company(ies) associated with it. While reasonable care has been taken in the preparation of this report, it does not purport to be a complete
description of the securities, markets or developments referred to herein, and Dolat Capital Market Private Limited. does not warrant its accuracy or
completeness. Dolat Capital Market Private Limited. may not be in any way responsible for any loss or damage that may arise to any person from any
inadvertent error in the information contained in this report. This report is provided for information only and is not an investment advice and must not
alone be taken as the basis for an investment decision. The investment discussed or views expressed herein may not be suitable for all investors. The user
assumes the entire risk of any use made of this information. The information contained herein may be changed without notice and Dolat Capital Market
Private Limited. reserves the right to make modifications and alterations to this statement as they may deem fit from time to time. Dolat Capital Market
Private Limited. and its affiliated company(ies), their directors and employees may; (a) from time to time, have a long or short position in, and buy or sell
the securities of the company(ies) mentioned herein or (b) be engaged in any other transaction involving such securities and earn brokerage or other
compensation or act as a market maker in the financial instruments of the company(ies) discussed herein or act as an advisor or lender/borrower to such
company(ies) or may have any other potential conflict of interests with respect to any recommendation and other related information and opinions. This
report is neither an offer nor solicitation of an offer to buy and/or sell any securities mentioned herein and/or not an official confirmation of any
transaction. This report is not directed or intended for distribution to, or use by any person or entity who is a citizen or resident of or located in any
locality, state, country or other jurisdiction, where such distribution, publication, availability or use would be contrary to law, regulation or which would
subject Dolat Capital Market Private Limited. and/or its affiliated company(ies) to any registration or licensing requirement within such jurisdiction. The
securities described herein may or may not be eligible for sale in all jurisdictions or to a certain category of investors. Persons in whose possession this
report may come, are required to inform themselves of and to observe such restrictions.

For U.S. Entity/ persons only: This research report is a product of Dolat Capital Market Private Limited., which is the employer of the research analyst(s)
who has prepared the research report. The research analyst(s) preparing the research report is/are resident outside the United States (U.S.) and are not
associated persons of any U.S. regulated broker-dealer and therefore the analyst(s) is/are not subject to supervision by a U.S. broker-dealer, and is/are
not required to satisfy the regulatory licensing requirements of FINRA or required to otherwise comply with U.S. rules or regulations regarding, among
other things, communications with a subject company, public appearances and trading securities held by a research analyst account.

This report is intended for distribution by Dolat Capital Market Private Limited. only to "Major Institutional Investors" as defined by Rule 15a-6(b)(4) of
the U.S. Securities and Exchange Act, 1934 (the Exchange Act) and interpretations thereof by U.S. Securities and Exchange Commission (SEC) in reliance
on Rule 15a 6(a)(2). If the recipient of this report is not a Major Institutional Investor as specified above, then it should not act upon this report and return
the same to the sender. Further, this report may not be copied, duplicated and/or transmitted onward to any U.S. person or entity.

In reliance on the exemption from registration provided by Rule 15a-6 of the Exchange Act and interpretations thereof by the SEC in order to conduct
certain business with Major Institutional Investors, Dolat Capital Market Private Limited. has entered into an agreement with a U.S. registered broker-
dealer Ltd Marco Polo Securities Inc. ("Marco Polo"). Transactions in securities discussed in this research report should be effected through Marco Polo
or another U.S. registered broker dealer/Entity as informed by Dolat Capital Market Private Limited. from time to time.
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