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RAC Recommendation: Proceed with Transaction Returns below Capital Price   Do not Proceed
APPROVAL AMOUNT REQUESTED 

Enron India requests approval up to $1 million to purchase approximately 1.7% of Genesys International Corporation, an India based company operating in the IT Consulting and Geographic Information Systems (“GIS”) space. 

EXPOSURE SUMMARY 

Equity: 	Indian Rupee equivalent of US$ 1 million 

DEAL DESCRIPTION
 
Introduction
Genesys is an IT solutions company focusing on Geographic Information Systems (GIS) related Spatial Resource Planning and internet related offshore software development activities. The niche domain knowledge that the company wants to capitalize on is digital base mapping using remote sensing/aerial techniques.

Geographical Information Systems (GIS) is a mapping of geographical regions based on the pictures taken by satellite and/or aerial techniques. The same is used extensively by Government Departments and Infrastructure Utilities for planning purposes. About 30% of the users of GIS are involved in Telecommunications, Oil & Gas and Electrical Utilities.  With the explosion of the internet usage, the latest changes in technologies and the recent change in regulations allowing 1 meter resolution pictures, GIS is fast becoming a highly scalable business with significant growth opportunities.

Company
Genesys started in 1995 as an IT consulting organization with a focus on On-site development. In the FY 1999-2000 the company has projected the IT consulting business unit revenue to be US$ 7 Million out of a total revenue of US$ 8 Million with the remainder of US$ 1 million being contributed by the GIS business. The company has two offices in India (Bombay and Bangalore) part from offshore offices at Denver and New York with total staff strength of about 250 people.

IT Consulting comprises mainly of Internet related offshore services and accounts for a major portion of the company’s revenue. The typical services offered are on-site development of internet related products like Web Enabling of internet sites as also design of e-commerce sites, intranet sites, data base management and networking support. Over 100 company professionals are working on various projects at the client site in various countries.

Though GIS related business is expected to contributed only US$ 1 MM in revenue for the year ending March 2000, it is expected to grow rapidly in the coming years. Genesys is executing GIS related mapping assignments for various clients in US. The Indian Remote Sensing Institute is availing of the services of Genesys for digital mapping of their satellite images. Genesys has put in place an experienced team of people to execute the assignments in the GIS area.

Genesys proposes to be a major player in the GIS business and plans to provide complete GIS solutions (position itself at the higher end of the value chain) rather than being only a sub-contractor for digital conversion (highly manpower intensive) of maps leading to higher margins. As a part of this strategy Genesys proposes to acquire companies in the US (four have already been identified) to bid directly for contracts in the market and do the processing offshore in India to take advantage of the cost competitive high skilled manpower in the country. A major portion (about US$ 5 Million) of the fund raised by way of private placement of equity (about US$ 7.2 MM) would be used to fund these acquisitions.




Enron Strategy 
In assessing this transaction Enron will be focusing on meeting two criteria:
1) To facilitate the development of Enron’s communications business in India
· Establish relationship with content providers to offer Enron broadband services on a non-exclusive basis
· Develop business for Enron Data Center on a non-exclusive basis
2) To earn a substantial return on invested capital of Enron while maintaining an exit strategy


Shareholding


	(Outstanding shares in Millions)
	
	
	Current Shareholding
	
	
	Post Investment Shareholding
	
	

	
	
	
	Out. Shares
	
	
	Out. Shares
	
	

	Promoters
	
	
	7.68
	80%
	
	7.68
	7069.09%
	

	Friends/Associates/Others 
	
	
	1.73
	18%
	
	1.73
	15.7%
	

	ESOP
	
	
	.19
	2%
	
	0.19
	1.7%
	

	Investor Group
	
	
	
	
	
	1.20
	10.9%
	

	Enron*
	
	
	-
	-
	
	.19
	1.7%
	

	Total
	
	
	9.60
	100%
	
	10.99
	100%
	

	* The company proposes to allot to Enron 190,000 shares of face value of Rs. 10 at Rs. 225/share 



 

The equity share purchase will be limited to $1 Million worth of shares by Genesys.  (Initially Enron was interested in a $2 Million investment, but due to the over-subscription, Enron will get only 190,000 shares.)  By owning 190,000 out of the 10.99 Million shares Enron will be a 1.7% owner of Genesys.  Enron will be free to sell its stock and a Bombay Stock Exchange listing, which is expected in April 2000, will provide an exit route.


Commercial Arrangements

Enron India proposes to sign a Letter of Intent with Genesys.

The Letter of Intent will cover four areas of synergies between Enron and Genesys. 
(i) Genesys will use the services of Enron’s data centers 
(ii) Genesys will use the services of Enron Broadband Services 
(iii) Genesys will facilitate the marketing efforts of Enron’s communications efforts to its IT customer base 
(iv) Enron India will help facilitate the use of Genesys’ GIS services and IT consulting services with Enron Corp. and its affiliates.

TRANSACTION SOURCES AND USES OF FUNDS


	

	Sources ($million)
 
	
	
 
	Uses ($million)


	Balance Sheet – Dollar Denominated
	1.0
	
	190,000 share of Genesys (1.7%  of Company Valuation)
	1.0

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	




KEY SUCCESS FACTORS

	
	NA
	Poor
	Excellent

	Core Business
	
	
	

	Strategic Fit
	
	
	

	Upside Potential
	
	
	

	Management
	
	
	

	Risk Mitigation
	
	
	




ECONOMICS: 


Financials



(Dec ‘99 numbers are un-audited while FY 1999-00, 2000-01 and 2001-02 are company projections)


Comparable




(* For the projected 1999-2000 Earnings)


	APPROVALS
	
	Name
	
	Signature
	
	Date

	Region Originator
	
	Raj Thapar/Prashant Mitta 
	
	
	
	

	Region Legal
	
	Sandeep Katwala
	
	
	
	

	Region Management
	
	Sanjay Bhatnagar/Wade Cline
	
	
	
	

	RAC Management
	
	Rick Buy/Dave Gorte
	
	
	
	

	EBS Managment
	
	Joe Hirko/Kevin Garland
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Genysis_comp

		GIS/Software Cos. Financials										Rs. Crore

		Company Name		P/E		P/B		Price/Sales		Market Price		Sales		Op. Profit		PAT		MarketCap		BV



		Rolta India*		79		22		26		762		160		67		60		4182		172

		Infotech Enterprises*		78		30		21		1316		35		14		10		744		25

		Infosys		268		93		67		9840		800		320		250		53475		575

		HCL Infosystem		42		13		3		893		998		98		68		2520		200

		NIIT		72		25		18		2450		581		195		142		10375		415

		Satyam		242		93		26		4673		600		200		120		15531		167



		Genysis*		55		7		9		250		35		5.6		5.5		300		45



		US Based Cos.

		Analytical Surveys		6.2				0.49

		MapInfo		67		6.79		4.14

		Spatial Technologies.		NA				3.40

		Intergraph Corporation		NA		1.18		0.36										$ 325 Mio.

		Smallworldwide Plc.		NA		4.12		1.56										$ 100 Mio.

		Trimble Navigation		24.42		4.86		1.67										$ 448 Mio.

		Orbital Sciencs Corp.		NA		1.58		0.75										$ 645 Mio.

		Autodesk, Inc.		87.65		3.4		2.69										$ 2270 Mio.



		* Based on the estimated 2000 earnings





Sheet2



				Rs. (Million)		Dec/96		Dec/97		Mar/99		Mar/00		Mar/01		Mar/02

				Months		12		12		15		12		12		12

				Net Revenue		49		70		200		347		777		1280

				- Onsite consultancy		49		70		200		307		613		994

				- GIS - Conversion		- 0		- 0		- 0		40		109		197

				- GIS - Phtogrammetry		- 0		- 0		- 0		- 0		54		89

				Pre Tax Profits		3		3		13		55		172		317

				Net Profit		0		0		0		55		151		273
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Genysis_comp

		GIS/Software Cos. Financials										Rs. Million

		Company Name		P/E		P/BV		Price/Sales		Market Price		Sales		Op. Profit		PAT		MarketCap		BV



		Rolta India*		48		22		17		875		1,600		670		600		41,820		1,720		26.1375

		Infotech Enterprises*		37		30		11		1,364		350		140		100		8,050		270		3850

		Infosys*		179		93		56		10,900		8,000		3,200		2,500		534,750		5,750

		HCL Infosystem		42		13		3		893		9,980		980		680		25,200		2,000

		NIIT*		42		25		9		2,450		5,810		1,950		1,420		103,750		4,150

		Satyam		242		93		26		6,300		6,000		2,000		1,200		155,310		1,670



		Genysis*		45		6		7		225		350		56		55		2,475		450



		US Based Cos.

		Analytical Surveys		6.2				0.49

		MapInfo		67		6.79		4.14

		Spatial Technologies.		NA				3.40

		Intergraph Corporation		NA		1.18		0.36										$ 325 Mio.

		Smallworldwide Plc.		NA		4.12		1.56										$ 100 Mio.

		Trimble Navigation		24.42		4.86		1.67										$ 448 Mio.

		Orbital Sciencs Corp.		NA		1.58		0.75										$ 645 Mio.

		Autodesk, Inc.		87.65		3.4		2.69										$ 2270 Mio.



		* Based on the estimated 2000 earnings
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				Year Ending 		Dec/96		Dec/97		Mar/99		Dec/99		Mar/01		Mar/02

				Months		12		12		15		9		12		12

				Net Revenue		49		70		200		229		777		1280

				- Onsite consultancy		49		70		200		206		613		994

				- GIS - Conversion		- 0		- 0		- 0		23		109		197

				- GIS - Phtogrammetry		- 0		- 0		- 0		- 0		54		89

				Pre Tax Profits		3		3		13		38		172		317

				Net Profit		NA		NA		NA		NA		151		273
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