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SECTION I — GENERAL
DEFINITIONS AND ABBREVIATIONS

Unless the context otherwise indicates, requires or implies, the following terms shall have the following meanings
in this Draft Red Herring Prospectus. References to statutes, rules, regulations, guidelines and policies will be

deemed to include all amendments and modifications notified thereto from time to time.

Company Related Terms

Term

Description

“our Company”, the
“Company”, we, us, the
“Issuer”

Mazagon Dock Shipbuilders Limited, a company incorporated under the
Companies Act, 1913, having its registered office at Dockyard Road, Mumbai
- 400010 Maharashtra, India.

Associate Company/ Group
company

Goa Shipyard Limited.

Articles of Association/AocA/
Articles

The articles of association of our Company, as amended.

Audit Committee

The audit committee of our Board of Directors.

Board/Board of Directors

The board of directors of our Company or a duly constituted committee
thereof.

CPSE Capital Restructuring
Guidelines

An office memorandum bearing F. No. 5/2/2016-Policy dated May 27, 2016,
issued by DIPAM on Guidelines on Capital Restructuring of Central Public
Sector Enterprises.

CRISIL Report

The report on “Indian commercial and warship building and ship repairing
industry report” released in Mumbai in March, 2018 by CRISIL.

CSR Committee

Corporate Social Responsibility and Sustainability Development Committee
of our Board of Directors.

Director(s)

The director(s) of our Company.

Equity Shares

The equity shares of our Company of face value of 210 each.

Joint Venture Company

Mazagon Dock Pipavav Defence Private Limited.

Key Management Personnel

Key management personnel of our Company in terms of section 2(51) of the
Companies Act or regulation 2(1)(s) of the SEBI ICDR Regulations and as
disclosed in “Our Management” on page 162.

Materiality Policy

Our Company, in its Board meeting held on March 01, 2018 adopted a policy
on identification of group company, material creditors and material
litigations.

Memorandum of Association/
MoA

The memorandum of association of our Company, as amended.

MoU

Our Company enters into a Memorandum of Understanding with Department
of Public Enterprises, Ministry of Defence, Gol every financial year.

Nomination and
Remuneration Committee

The nomination and remuneration committee of our Board of Directors.

Order Book

The total contract value (in accordance with the terms of the contract) of all
existing contracts as of such date, minus any revenue already recognised by
us in relation to such existing contracts up to and including such dates.

Promoter

The Promoter of our Company is the President of India acting through the
Ministry of Defence, Gol.

Registered Office / Registered
and Corporate Office

Dockyard Road, Mumbai - 400010 Maharashtra, India.

Restated Financial Statements

Restated Standalone Financial Statements and Restated Consolidated

Financial Statements.

Restated Standalone Financial
Statements

The restated standalone financial statements of our Company as at and for the
six months period ended September 30, 2017 and for the financial years ended
March 31, 2017, 2016, 2015, 2014 and 2013, which comprises the audited
and restated standalone balance sheet, the audited and restated standalone
statement of profit and loss and the audited and restated standalone cash flow
statement and notes to the audited standalone financial statements of assets
and liabilities, profit and loss and cash flows, prepared in accordance with Ind
AS (for the six months period ended September 30, 2017 and financial years
ended March 31, 2017, 2016 and 2015), Indian GAAP (for the financial years
ended March 31, 2014 and 2013) and the Companies Act and restated in
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Term

Description

accordance with the SEBI ICDR Regulations and the Revised Guidance Note
on Reports in Company Prospectuses (Revised 2016) issued by the ICAI,
together with the schedules, notes and annexures thereto.

Restated Consolidated
Financial Statements

The audited consolidated financial statements of our Company as at and for
the six months period ended September 30, 2017 and for the financial years
ended March 31, 2017 and 2016, which comprises the audited consolidated
balance sheet, the audited consolidated statement of profit and loss and the
audited consolidated cash flow statement and notes to the audited
consolidated financial statements of assets and liabilities, profit and loss and
cash flows, prepared in accordance with Ind AS (for the six months period
ended September 30, 2017 and financial years ended March 31, 2017 and
2016) and the Companies Act and restated in accordance with the SEBI ICDR
Regulations and the Revised Guidance Note on Reports in Company
Prospectuses (Revised 2016) issued by the ICAI, together with the schedules,
notes and annexures thereto.

RoC

Registrar of Companies, Maharashtra, situated at Mumbai, India.

SEBI Exemption Letter

The exemption letter issued by SEBI bearing reference No.
SEBI/HO/CFD/DIL1/OW/P/2017/ 18400/1 dated August 03, 2017 issued by
SEBI granting certain exemptions under the SEBI ICDR Regulations and the
SEBI Listing Regulations.

Senior Management Personnel

Senior management of the Company but does not include Key Management
Personnel and as disclosed in “Our Management” on page 162.

Shareholders

Shareholders of our Company.

Statutory Auditor/ Auditor

The statutory auditor of our Company, namely, Ford Rhodes Parks & Co.,
LLP, Chartered Accountants.

Offer related terms

Term

Description

Acknowledgement Slip

The slip or document issued by the Designated Intermediary to a Bidder as
proof of registration of the Bid cum Application Form.

Allot/Allotment/Allotted

The transfer of Equity Shares to the successful Bidders pursuant to this Offer.

Allotment Advice

Note, advice or intimation of Allotment sent to the Bidders who have been or
are to be Allotted the Equity Shares after the Basis of Allotment has been
approved by the Designated Stock Exchange.

Allottee

A successful Bidder to whom the Equity Shares are Allotted.

Application Supported by
Blocked Amount or ASBA

An application, whether physical or electronic, used by an ASBA Bidder, to
make a Bid and authorize a SCSB to block the Bid Amount in the ASBA
Account.

ASBA Account A bank account maintained with a SCSB and specified in the ASBA Form
submitted by Bidders for blocking the Bid Amount mentioned in the ASBA
Form.

ASBA Bid A Bid made by an ASBA Bidder including all revisions and modifications
thereto as permitted under the SEBI ICDR Regulations.

ASBA Bidder Any Bidder in the Offer who intends to submit a Bid.

ASBA Form/ Bid cum
Application Form

An application form, whether physical or electronic, used by an ASBA Bidder
and which will be considered as an application for Allotment in terms of the
Red Herring Prospectus and the Prospectus.

Axis Capital

Axis Capital Limited.

Banker(s) to the Offer/Public
Offer Account Bank

Banks which are clearing members and registered with SEBI as bankers to an
offer and with whom the Public Offer Account will be opened.

Basis of Allotment

The basis on which the Equity Shares will be Allotted to successful Bidders
under the Offer and which is described in “Offer Procedure” on page 529.

Bid

An indication to make an offer during the Bid/Offer Period by an ASBA
Bidder pursuant to submission of the ASBA Form, to subscribe to or purchase
the Equity Shares of our Company at a price within the Price Band, including
all revisions and modifications thereto as permitted under the SEBI ICDR
Regulations.

The term Bidding shall be construed accordingly.




Term Description

Bid Amount The highest value of optional Bids indicated in the Bid cum Application Form
and payable by the Bidder or as blocked in the ASBA Account of the
Bidder,as the case may be, upon submission of the Bid.

Bid Lot [e] Equity Shares.

Bid/Offer Closing Date

The date after which the Designated Intermediaries will not accept any Bids
which shall be published in all editions of the English national newspaper [e],
all editions of the Hindi national newspaper [e] and [e] edition of the Marathi
daily newspaper [®], (Marathi being the regional language of Maharashtra,
where the Registered Office is located) each with wide circulation.

Our Company and the Selling Shareholder may, in consultation with the
BRLMs, consider closing the Bid/Offer Period for QIBs one Working Day
prior to the Bid/Offer Closing Date in accordance with the SEBI ICDR
Regulations.

Bid/Offer Opening Date

The date on which the Designated Intermediaries shall start accepting Bids
which shall be published in all editions of the English national newspaper [e],
all editions of the Hindi national newspaper [e], and [e] edition of the Marathi
daily newspaper [e], (Marathi being the regional language of Maharashtra,
where the Registered Office is located) each with wide circulation.

Bid/Offer Period

The period between the Bid/Offer Opening Date and the Bid/Offer Closing
Date inclusive of both days, during which prospective Bidders can submit
their Bids, including any revisions thereof.

Bidder

Any prospective investor who makes a Bid pursuant to the terms of the Red
Herring Prospectus and the Bid cum Application Form and unless otherwise
stated or implied.

Bidding Centres

Centres at which the Designated Intermediaries shall accept the Bid cum
Application Forms, i.e., Designated SCSB Branch for SCSBs, Specified
Locations for Syndicate, Broker Centres for Registered Brokers, Designated
RTA Locations for RTAs and Designated CDP Locations for CDPs.

Book Building method

Book building process, as provided in Schedule Xl of the SEBI ICDR
Regulations, in terms of which the Offer is being made.

BRLMs/ Book Running Lead
Managers

YES Securities, Axis Capital, Edelweiss Financial, IDFC and JM Financial.

Broker Centres

Broker centres notified by the Stock Exchanges where Bidders can submit the
ASBA Forms to a Registered Broker. The details of such Broker Centres,
along with the names and contact details of the Registered Brokers are
available on the respective websites of the Stock Exchanges
(www.bseindia.com and www.nseindia.com), as updated from time to time.

Cap Price The higher end of the Price Band, above which the Offer Price will not be
finalised and above which no Bids will be accepted.
Client ID Client identification number maintained with one of the Depositories in

relation to the demat account.

Collecting Depository
Participant/CDP

A depository participant as defined under the Depositories Act, 1996,
registered with SEBI and who is eligible to procure Bids at the Designated
CDP Locations in terms of circular no. CIR/CFD/POLICYCELL/11/2015
dated November 10, 2015 issued by SEBI and are available on the respective
websites of the Stock Exchanges (www.bseindia.com and
www.nseindia.com), as updated from time to time.

Cut-off Price

Offer Price, finalised by our Company and the Selling Shareholder, in
consultation with the BRLMSs, which shall be any price within the Price Band.

Only Retail Individual Bidders and the Eligible Employees Bidding in the
Retail Portion and Employee Reservation Portion, respectively are entitled to
Bid at the Cut-off Price. QIBs and Non-Institutional Bidders are not entitled
to Bid at the Cut-off Price.

Demographic Details

Details of the Bidders including the Bidder’s address, name of the Bidder’s
father/husband, investor status, occupation and bank account details.

Designated CDP Locations

Such locations of the CDPs where Bidders can submit the ASBA Forms to
Collecting Depository Participants.




Term

Description

The details of such Designated CDP Locations, along with names and contact
details of the Collecting Depository Participants eligible to accept Bid cum
Application Forms are available on the respective websites of the Stock
Exchanges (www.bseindia.com and www.nseindia.com), as updated from
time to time.

Designated Date

The date on which the amounts blocked by the SCSBs are transferred from
the ASBA Accounts, to the Public Offer Account after filing of the Prospectus
with the RoC, following which the Board of Directors may Allot Equity
Shares to successful Bidders in the Offer.

Designated Intermediaries

Syndicate Members, sub-Syndicate/agents, SCSBs, Registered Brokers,
Brokers, the CDPs and RTAs, who are authorized to collect Bid cum
Application Forms from the Bidders, in relation to the Offer.

Designated RTA Locations

Such locations of the RTAs where Bidders can submit the ASBA Forms to
RTAs. The details of such Designated RTA Locations, along with names and
contact details of the RTAs eligible to accept ASBA Forms are available on
the respective websites of the Stock Exchanges (www.bseindia.com and
www.nseindia.com), as updated from time to time.

Designated SCSB Branches

Such branches of the SCSBs which shall collect the ASBA Forms used by the
Bidders, a list of which is available on the website of SEBI at
(http://www.sebi.gov.in/sebiweb/other/Other Action.do?doRecognised=yes),
updated from time to time, or at such other website as may be prescribed by
SEBI from time to time.

Designated Stock Exchange

[e].

Draft Red Herring
Prospectus/DRHP

This draft red herring prospectus dated March 28, 2018, issued in accordance
with the SEBI ICDR Regulations, which does not contain complete
particulars of the price at which the Equity Shares will be Allotted and the
size of the Offer, including any addenda or corrigenda thereto.

Edelweiss Financial

Edelweiss Financial Services Limited.

Eligible Employee

All or any of the following:

a) a permanent and full time employee of our Company (excluding such
employees who are not eligible to invest in the Offer under applicable
laws, rules, regulations and guidelines) as on the date of registration of the
Red Herring Prospectus with the RoC and who continues to be an
employee of our Company, until the submission of the Bid cum
Application Form; and

b) Directors, Key Management Personnel and other employees of our
Company involved in the Offer Price fixation process cannot participate
in the Issue (as per Model Conduct, Discipline and Appeal Rules of
CPSEs and Office memorandum of DPE dated June 16, 2009 and July 28,
2009).

c) Anemployee of our Company who is recruited against a regular vacancy
but is on probation as on the date of submission of the ASBA Form will
also be deemed a “permanent employee” of our Company.

Eligible NRI(s)

NRI(s) from jurisdictions outside India where it is not unlawful to make an
offer or invitation under the Offer and in relation to whom the Bid cum
Application Form and the Red Herring Prospectus will constitute an invitation
to subscribe or to purchase the Equity Shares.

Employee Discount

A discount of up to [#]% (equivalent of up to X[e] per Equity Share) on the
Offer Price which may be offered to Eligible Employees Bidding in the
Employee Reservation Portion.

Employee Reservation Portion

The portion of the Offer being [e®] Equity Shares aggregating to X[e] million,
that may be reserved for allocation to Eligible Employees, on a proportionate
basis subject to receipt of necessary approvals from the Government of India.
The maximum Bid Amount under the Employee Reservation Portion by an
Eligible Employee shall not exceed ¥500,000 on a net basis. However, the
initial Allotment to an Eligible Employee in the Employee Reservation
Portion shall not exceed 200,000 (net of Employee Discount). Only in the
event of an under-subscription in the Employee Reservation Portion post the




Term

Description

initial allotment, such unsubscribed portion may be Allotted on a
proportionate basis to Eligible Employees Bidding in the Employee
Reservation Portion, for a value in excess of 200,000, subject to the total
Allotment to an Eligible Employee not exceeding ¥500,000 net of Employee
Discount.

First Bidder/Applicant

Bidder whose name shall be mentioned in the Bid cum Application Form or
the Revision Form and in case of joint Bids, whose name shall also appear as
the first holder of the beneficiary account held in joint names.

Floor Price

The lower end of the Price Band, subject to any revision thereto, at or above
which the Offer Price will be finalised and below which no Bids will be
accepted.

General Information
Document/GID

The General Information Document prepared and issued in accordance with
the circular (CIR/CFD/DIL/12/2013) dated October 23, 2013 notified by
SEBI and updated pursuant to the circulars
CIR/CFD/POLICYCELL/IN/2015) dated November 10, 2015 and
(SEBI/HO/CFD/DIL/CIR/P/2016/26) dated January 21, 2016, suitably
modified and included in “Offer Procedure” on page 529.

IDFC

IDFC Bank Limited

JM Financial

JM Financial Limited

Maximum RIB Allottees

The maximum number of Retail Individual Bidders who can be allotted the
minimum Bid Lot. This is computed by dividing the total number of Equity
Shares available for Allotment to Retail Individual Bidders by the minimum
Bid Lot.

Mutual Fund Portion

5% of the QIB Portion, or 560,250 Equity Shares which shall be available for
allocation to Mutual Funds only.

Mutual Funds

Mutual funds registered with SEBI under the Securities and Exchange Board
of India (Mutual Funds) Regulations, 1996.

Net Offer

The Offer less the Employee Reservation Portion, if any.

Non-Institutional
Bidders/NII(s)

All Bidders that are not QIBs or Retail Individual Bidders or Eligible
Employees Bidding in the Retail Portion or Employee Reservation Portion, if
any, respectively and who have Bid for the Equity Shares for an amount more
than 200,000 (but not including NRIs other than Eligible NRIs).

Non-Institutional Portion

The portion of the Offer being not less than 15% of the Net Offer comprising
of proportionate basis to Non-Institutional Bidders, subject to valid Bids
being received at or above the Offer Price.

Non-Resident

A person resident outside India as defined under FEMA and includes a
Eligible NRI, FVCls and FPlIs.

Offer/Offer for Sale

The public offer of [e] Equity Shares of face value of 10 each for cash at a
price of X[e] each, aggregating Z[®] million through an Offer for Sale by the
Selling Shareholder.

Subject to receipt of necessary approvals from the Gol, [e] additional Equity
Shares may be reserved for the Eligible Employees. The Offer less Employee
Reservation Portion (if any) is referred to as the Net Offer. The Employee
Reservation Portion, if any, shall not exceed 5.00% of the post-Offer paid-up
Equity Share capital of the Company

Offer Agreement

The agreement dated March 27, 2018 between our Company, the Selling
shareholder, the BRLMSs, pursuant to which certain arrangements are agreed
to in relation to the Offer.

Offer Price

The final price, (Net of Retail Discount and Employee Discount, as
applicable) at which the Equity Shares will be Allotted to successful Bidders.

Price Band

Price band of a minimum price of ¥[®] per Equity Share (Floor Price) and the
maximum price of Z[e] per Equity Share (Cap Price) including revisions
thereof including any revisions thereof.

The Price Band and the minimum Bid Lot size for the Offer will be decided
by the Selling Shareholder in consultation with the BRLMs and will be
advertised, at least five Working Days prior to the Bid/Offer Opening Date,
in all editions of the English national newspaper [e], all editions of the Hindi
national newspaper [e] and [e] edition of the Marathi daily newspaper [e]
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(Marathi being the regional language of Maharashtra, where our Registered
Office is located) , each with wide circulation.

Pricing Date The date on which our Company and the Selling Shareholder, in consultation
with the BRLMSs, will finalise the Offer Price.
Prospectus The prospectus to be filed with the RoC after the Pricing Date in accordance

with section 26 of the Companies Act, and the provisions of the SEBI ICDR
Regulations containing, inter alia, the Offer Price that is determined at the end
of the Book Building Process, the size of the Offer and certain other
information including any addenda or corrigenda thereto.

Public Offer Account

A bank account opened with the Bankers to the Offer by our Company under
section 40(3) of the Companies Act to receive monies from the ASBA
Accounts on the Designated Date.

Public
Agreement

Offer Account

Agreement dated [®] among the Selling Shareholder, our Company, the
BRLMs, the Registrar to the Offer and the Banker(s) to the Offer for receipt
of Bid Amounts from the ASBA Accounts on the Designated Date and if
applicable, refund of amounts collected from Bidders, on the terms and
conditions thereof.

QIB Category/QIB Portion

The portion of the Net Offer being 50% of the Net Offer comprising of
11,205,000 Equity Shares which shall be Allotted to QIBs.

Qualified Institutional
Buyers/QIBs/QIB Bidders

Qualified institutional buyers as defined under Regulation 2(1)(zd) of the
SEBI ICDR Regulations.

Red Herring Prospectus or
RHP

The red herring prospectus to be issued in accordance with section 32 of the
Companies Act and the provisions of the SEBI ICDR Regulations which will
not have complete particulars of the price at which the Equity Shares will be
offered and the size of the Offer, including any addenda or corrigenda thereto.

The red herring prospectus will be registered with the ROC at least three
Working Days before Bid/Offer Opening Date and will become the
Prospectus upon filing with the RoC after the Pricing Date.

Refund Account

The account opened with the Refund Bank to which refunds, if any, of the
whole or part of the Bid Amount, shall be transferred from the Public Offer
Account(s) and will be credited to the ASBA Accounts of the Bidders.

Refund Bank

The Banker to the Offer with whom the Refund Account will be opened.

Registered Broker(s)

Stock brokers registered with the SEBI and the Stock Exchanges having
nationwide terminals other than the Members of the Syndicate, eligible to
procure Bids in terms of circular no. CIR/CFD/14/2012 dated October 04,
2012 issued by SEBI.

Registrar Agreement

The agreement dated March 27, 2018 entered into between our Company, the
Selling Shareholder and the Registrar to the Offer in relation to the
responsibilities and obligations of the Registrar to the Offer pertaining to the
Offer.

Registrar and Share Transfer
Agents/RTAS

Registrar and share transfer agents registered with SEBI and eligible to
procure Bids at the Designated RTA Locations in terms of circular no.
CIR/CFD/POLICYCELL/11/2015 dated November 10, 2015 issued by SEBI.

Registrar to the Offer or
Registrar

Alankit Assignments Limited

Retail Discount

A discount of up to [®]% (equivalent of up to Z[e] per Equity Share) on the
Offer Price which may be offered to Retail Individual Bidders in the Retail
Portion.

Retail Individual
Bidder(s)/RIB(s)

Individual Bidders, other than Eligible Employees Bidding in the Employee
Reservation Portion (if any) who have Bid for the Equity Shares for an
amount not more than ¥200,000 on a net basis in any of the bidding options
in the Net Offer (including HUFs applying through their Karta and Eligible
NRIs).

Retail Portion

The portion of the Net Offer being not less than 35% of the Net Offer
consisting of 78,43,500 Equity Shares which shall be available for allocation
to Retail Individual Bidder(s) in accordance with the SEBI ICDR Regulations
subject to valid Bids being received at or above the Offer Price.

Revision Form

Form used by the Bidders to modify the quantity of the Equity Shares or the
Bid Amount in any of their ASBA Forms or any previous revision form(s).
QIB Bidders and Non-Institutional Bidders are not allowed to withdraw or
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lower their Bids (in terms of quantity and of Equity Shares or the Bid
Amount) at any stage. Retail Individual Bidders and Eligible Employees
bidding in the Retail Portion and the Employee Reservation Portion,
respectively can revise their Bids during the Bid/Offer Period and withdraw
their Bids until the Bid/Offer Closing Date.

Self Certified Syndicate
Banks or SCSBs

Banks registered with SEBI, offering services in relation to ASBA, a list of
which is available on the website www.sebi.gov.in and updated from time to
time.

Selling Shareholder

The President of India, acting through the Ministry of Defence, Gol.

Share Escrow Agent

The share escrow agent appointed pursuant to the Share Escrow Agreement.

Share Escrow Agreement

The agreement dated [e] entered into among the Selling Shareholder, our
Company and the Share Escrow Agent in connection with the transfer of the
Equity Shares by the Selling Shareholder and credit of such Equity Shares to
the demat account of the Allottees.

Specified Locations

Bidding centers where the Syndicate shall accept ASBA Forms, a list of
which is available on www.sebi.gov.in and updated from time to time.

Stock Exchanges

BSE Limited and National Stock Exchange of India Limited

Sub-Syndicate Members

The sub-Syndicate members, if any, appointed by the BRLMs and the
Syndicate Members, to collect ASBA Forms and Revision Forms.

Syndicate Agreement

The agreement dated [®], entered into between, the BRLMs, the Syndicate
Members, our Company, the Selling Shareholder and Registrar to the Offer
in relation to the collection of Bid cum Application Forms by Syndicate
Members.

Syndicate Members

Intermediaries registered with SEBI who are permitted to carry out activities
as an underwriter, in this case [e].

Syndicate/Members of the
Syndicate

The BRLMs and the Syndicate Members

Systemically Important Non-
Banking Financial Companies

An NBFC registered with the RBI and having a net-worth of more than
%5,000 million as per the last audited financial statements.

Underwriters

[e]

Underwriting Agreement

The agreement dated [e®] to be entered into among the Underwriters, our
Company and the Selling Shareholder on or after the Pricing Date, but prior
to the registration of the Prospectus with the RoC.

Wilful Defaulter

A company or a person categorised as a wilful defaulter by any bank or
financial institution or consortium thereof, in accordance with the guidelines
on wilful defaulters issued by the Reserve Bank of India and includes any
company whose director or promoter is categorised as such.

Working Day

“Working Day” means all days, other than second and fourth Saturday of a
month, Sunday or a public holiday, on which commercial banks in Mumbai
are open for business; provided however, with reference to (a) announcement
of Price Band; and (b) Bid/Offer Period, “Working Day” shall mean all days’
excluding all Saturdays, Sundays or a public holiday, on which commercial
banks in Mumbai are open for business; and with reference to the time period
between the Bid/Offer Closing Date and the listing of the Equity Shares on
the Stock Exchanges, “Working Day” shall mean all trading days of Stock
Exchanges, excluding Sundays and bank holidays, as per the SEBI Circular
no. SEBI/HO/CFD/DIL/CIR/P/2016/26 dated January 21, 2016.

YES Securities

YES Securities (India) Limited

Technical/Industry Related Terms/Abbreviations

Term Description

ASC Anti-submarine warfare corvettes.
AoN Acceptance of necessity.

CAPF Central Armed Police Forces.
DPP Defence procurement procedure.
DPSU Defence public sector undertaking.
DWT Dead weight tonnage.

FPVs Fast patrol vehicles.

GRT Gross register tonnage.




Term Description

IC Indigenous content.

LCUs Landing craft utilities.
MCMV Mine countermeasure vessel.
MSRA Master ship repair agreement.
NSRY Naval ship repair yard.

OFB Ordnance Factories Board.
OPVs Offshore patrol vessels.
OSVs Offshore supply vessels.
PCVs Pollution control vessels.
WJIFAC Water jet fast attack crafts.

Conventional and General Terms or Abbreviations

Term Description
%/Rs./ Rupees Indian Rupees.
Alc Account.
AGM Annual General Meeting.
AlF Alternative Investment Funds registered pursuant to SEBI (Alternative
Investment Funds) Regulations, 2012, as amended from time to time.
Air Act Air (Prevention and Control of Pollution) Act, 1981, as amended.

AS or Accounting Standards

Accounting Standards as notified under Companies (Accounting Standards)
Rules, 2006.

AY Assessment Year.
BEL Bharat Electronics Limited
BSE BSE Limited.

Category | FPIs

FPIs who are registered with SEBI as “Category I foreign portfolio investors”
under the SEBI FPI Regulations.

Category Il FPIs

FPIs who are registered with SEBI as “Category II foreign portfolio investors”
under the SEBI FPI Regulations.

Category Il FPIs

FPIs registered as category |11 FPIs under the SEBI FP1 Regulations.

CDSL Central Depository Services (India) Limited.
CIBIL Credit Information Bureau (India) Limited.
CIN Corporate Identity Number.

Companies Act

Companies Act, 1956 and Companies Act, 2013, as applicable.

Companies Act, 1956

Companies Act, 1956 (without reference to the provisions thereof that have
ceased to have effect upon notification of the sections of the Companies Act,
2013) alongwith the relevant rules made thereunder.

Companies Act, 2013

Companies Act, 2013, to the extent in force pursuant to the notification of sections
of the Companies Act, 2013, alongwith the relevant rules made thereunder.

Competition Act

Competition Act, 2002, as amended.

Consolidated FDI Policy

The extant Consolidated Foreign Direct Investment Policy notified by DIPP from
time to time, in this case the Consolidated Foreign Direct Investment Policy
notified by notification D/o IPP F. No. 5(1)/2017-FC-1 dated August 28, 2017
effective from August 28, 2017.

DIN Directors Identification Number.

DP ID Depository Participant’s Identification number.

EBITDA Earnings Before Interest, Tax, Depreciation and Amortisation.

EGM Extraordinary General Meeting.

EPS Earnings per share.

EPF Act Employees’ Provident Fund and Miscellaneous Provisions Act, 1952, as
amended.

ESI Act Employees State Insurance Corporation Act, 1948, as amended.

FACR Fixed Asset Coverage Ratio.

FDI Foreign Direct Investment.

FEMA Foreign Exchange Management Act, 1999, together with rules and regulations

framed there under.

FEMA Regulations

Foreign Exchange Management (Transfer or Issue of Security by a Person
Resident Outside India) Regulations, 2017.

Fiscal or Financial Year or
FY

Period of 12 months ended March 31 of that particular year.
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Finance Act read with
Service Tax Rules

Finance Act, 1994 read with Service Tax Rules, 1994, as amended.

FPls A foreign portfolio investor as defined under the SEBI FPI Regulations.
FVCI Foreign Venture Capital Investor registered under the SEBI FVCI Regulations.
GDP Gross Domestic Product.

Gol or Government of India
or Central Government

The Government of India.

GST Goods and Services Tax

HAL Hindustan Aeronautics Limited

HNI High Net worth Individual.

HUF Hindu Undivided Family.

ICAI The Institute of Chartered Accountants of India.

Indian GAAP Generally accepted accounting principles in India.

Ind AS Indian Accounting Standards prescribed under section 133 of the Companies Act,
2013 and Ind AS Rules.

Ind AS Rules Companies (Indian Accounting Standards) Rules, 2015.

IPO Initial Public Offering.

IRDA Insurance Regulatory and Development Authority.

IT Information Technology.

IT Act/ Income Tax Act Income Tax Act, 1961, as amended.

MbPT Mumbai Port Trust.

MCA Ministry of Corporate Affairs

Mutual Funds

Mutual funds registered with the SEBI under the Securities and Exchange Board
of India (Mutual Funds) Regulations, 1996.

MoD Ministry of Defence, Gol.

MSMED Act Micro, Small & Medium Enterprises Development Act, 2006, as amended.

NAV Net Asset Value.

No. Number.

NRE Account Non-Resident External Account.

NRI A person resident outside India, as defined under FEMA and who is a citizen of
India or a person of Indian origin, such term as defined under the Foreign
Exchange Management (Deposit) Regulations, 2000.

NRO Account Non-Resident Ordinary Account.

NSDL National Securities Depository Limited.

NSE National Stock Exchange of India Limited.

p.a. Per annum.

P/E Ratio Price/Earnings Ratio.

PAN Permanent Account Number.

PAT Profit After Tax.

PBT Profit Before Tax.

PCB Pollution Control Board.

RBI Reserve Bank of India.

RTGS Real Time Gross Settlement.

SBAR State Bank Advanced Rate.

SCRA Securities Contracts (Regulation) Act, 1956, as amended.

SCRR Securities Contracts (Regulation) Rules, 1957, as amended.

SEBI Securities and Exchange Board of India constituted under the SEBI Act.

SEBI Act Securities and Exchange Board of India Act, 1992, as amended.

SEBI ICDR Regulations

Securities and Exchange Board of India (Issue of Capital and Disclosure
Requirements) Regulations, 2009, as amended.

SEBI Listing Regulations

Securities and Exchange Board of India (Listing Obligations and Disclosure
Requirements), Regulations, 2015.

SEBI AIF Regulations

Securities and Exchange Board of India (Alternative Investments Funds)
Regulations, 2012.

SEBI FPI Regulations

Securities and Exchange Board of India (Foreign Portfolio Investors) Regulations,
2014.

SEBI FVCI Regulations

Securities and Exchange Board of India (Foreign Venture Capital Investor)
Regulations, 2000.

SEBI VCF Regulations

Securities and Exchange Board of India (Venture Capital Fund) Regulations,
1996.

10




Term Description
Securities Act U.S. Securities Act of 1933.
Sq. ft./ Sft/ sgft Square foot.

Sqg. mt.

Square meter.

Takeover Regulations

Securities and Exchange Board of India (Substantial Acquisition of Shares and
Takeovers) Regulations, 2011, as amended.

TAN Tax Deduction Account Number allotted under the Income Tax Act, 1961, as
amended.
TDS Tax Deducted at Source.

Water and Air Rules

Water (Prevention and Control of Pollution) Rules, 1994 and Air (Prevention and
Control of Pollution) Rules, 1994, as amended.

U.S./US/U.S.A/United
States

The United States of America, together with its territories and possessions.

US$/UsD United States Dollar, the official currency of the United States of America.

VCFs Venture Capital Funds as defined and registered with SEBI under the SEBI VCF
Regulations.

Water Act Water (Prevention and Control of Pollution) Act, 1974, as amended.

Words and expressions used but not defined herein shall have the same meaning as is assigned to such terms in
the SEBI ICDR Regulations, the Companies Act, the SEBI Act, the SCRA, the Depositories Act and the rules and

regulations made thereunder.

Notwithstanding the foregoing, capitalised terms in “Statement of Tax Benefits”, “Financial Statements”, “Basis
for Offer Price”, “Outstanding Litigation and Material Developments”, “Offer Procedure” and “Main Provision
of the Articles of Association” on pages 96, 191, 92, 491 529 and 576 respectively, shall have the meaning as
ascribed to such terms in such sections.
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PRESENTATION OF FINANCIAL, INDUSTRY AND MARKET DATA
Certain Conventions

All references in this Draft Red Herring Prospectus to “India” are to the Republic of India and all references to
the “U.S.”, “U.S.A” or “United States” are to the United States of America.

Unless stated otherwise, all references to page numbers in this Draft Red Herring Prospectus are to the page
numbers of this Draft Red Herring Prospectus.

Financial Data

Unless stated otherwise or the context requires otherwise, the financial information in this Draft Red Herring
Prospectus is derived from our Restated Financial Statements prepared in accordance with the Companies Act,
Indian GAAP/Ind AS (as applicable) and restated in accordance with the SEBI ICDR Regulations.

Our Company’s Financial Year commences on April 1 and ends on March 31 of the following year. Accordingly,
all references to a particular financial year, unless stated otherwise, are to the 12 month period ended on March
31 of that year. Unless the context otherwise requires, all references to a year in this Draft Red Herring Prospectus
are to a calendar year and references to a Financial Year are to March 31 of that calendar year.

Certain figures contained in this Draft Red Herring Prospectus, including financial information, have been subject
to rounding off adjustments. All decimals have been rounded off to two or one decimal places. In certain instances,
(i) the sum or percentage change of such numbers may not conform exactly to the total figure given; and (ii) the
sum of the numbers in a column or row in certain tables may not conform exactly to the total figure given for that
column or row. However, where any figures that may have been sourced from third-party industry sources are
rounded off to other than two decimal points in their respective sources, such figures appear in this Draft Red
Herring Prospectus may be rounded off to such number of decimal points as provided in such respective sources.

Our Restated Financial Statements have been prepared in accordance with Indian GAAP and Ind AS as applicable.
There are significant differences between Indian GAAP and Ind AS. While a limited reconciliation of Ind AS and
Indian GAAP numbers has been provided as per applicable accounting standards, our Company does not provide
reconciliation of its financial information to Ind AS. Our Company has not attempted to explain those differences
or quantify their impact on the financial data included in this Draft Red Herring Prospectus and it is urged that
you consult your own advisors regarding such differences and their impact on our financial data. The Restated
Standalone Financial Statements have been prepared, based on financial statements (i) as at and for the six month
period ended September 30, 2017, and for the Financial Years ended March 31, 2017 and March 31, 2016,
prepared in accordance with Ind AS as prescribed under Section 133 of Companies Act read with the Ind AS
Rules; (ii) as at and for the Financial Year ended March 31, 2015 in accordance with Accounting Standards as
prescribed under Section 133 of the Companies Act read with Rule 7 of the Companies (Accounts) Rules, 2014
which has been converted into figures as per the Ind AS to align accounting policies, exemptions and disclosures
as adopted for the preparation of the first Ind AS financial statements for the Financial Year ended March 31,
2017, (the financial information as at and for the Financial Year ended March 31, 2015 is referred to as “the
Proforma Ind AS Restated Standalone Financial Information™); and (iii) as at and for the Financial Years ended
March 31, 2014 and March 31, 2013 prepared in accordance with Indian GAAP. The Restated Consolidated
Financial Statements have been prepared, based on financial statements as at and for the six month period ended
September 30, 2017, as at and for the Financial Year ended March 31, 2017, prepared in accordance with Ind AS
as prescribed under Section 133 of Companies Act read with the Ind AS Rules and other relevant provisions of
the Companies Act and as at and for the Financial Year ended March 31, 2016, in accordance with Ind AS being
the comparative period for the Financial Year ended March 31, 2017. Any reliance by persons not familiar with
Indian accounting policies and practices on the financial disclosures presented in this Draft Red Herring
Prospectus should accordingly be limited. The degree to which the financial information included in this Draft
Red Herring Prospectus will provide meaningful information is entirely dependent on the reader’s level of
familiarity with Indian accounting policies and practices, the Companies Act, the Indian GAAP, Ind AS and the
SEBI ICDR Regulations. Given that Ind AS differs in many respects from Indian GAAP, our financial statements
prepared and presented in accordance with Ind AS may not be comparable to our historical financial statements
prepared under the Indian GAAP.

On February 16, 2015, the Ministry of Corporate Affairs issued the Ind AS Rules for the purpose of enacting
changes to Indian GAAP that are intended to align Indian GAAP further with IFRS. The Ind AS Rules provide
that the financial statements of the companies to which they apply shall be prepared in accordance with the Indian
Accounting Standards converged with IFRS, although any company may voluntarily implement Ind AS for the
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accounting period beginning from April 01, 2015. With effect from April 01, 2016, we are required to prepare
our financial statements in accordance with the Ind AS.

Non-Consolidation of Financial Statements of our Associate Company

As on the date of this Draft Red Herring Prospectus, we have one Associate Company, being, Goa Shipyard
Limited. We did not prepare consolidated financial statements for periods prior to Fiscal Year 2016, since our
Company was not required to consolidate financial statements under applicable law and accounting standards
prior to Fiscal Year 2016. For further details, see “Financial Statements — Restated Consolidated Financial
Statements - Note 6” on page 193.

Unless the context otherwise indicates, any percentage amounts, as set forth in “Risk Factors”, “Our
Business”,“Management’s Discussion and Analysis of Financial Condition and Results of Operations” on pages
16, 132 and 458 respectively, and elsewhere in this Draft Red Herring Prospectus have been calculated on the
basis of our Restated Financial Statements prepared in accordance with Companies Act, Indian accounting
policies and practices and Indian GAAP and restated in accordance with the SEBI ICDR Regulations.

Currency and Units of Presentation

All references to:

“Rupees” or “X” or “INR” or “Rs.” are to Indian Rupee, the official currency of the Republic of India; and
“USD” or “US$” are to United States Dollar, the official currency of the United States.

Our Company has presented certain numerical information in this Draft Red Herring Prospectus in “million” units.
One million represents 1,000,000 and one billion represents 1,000,000,000.

Exchange Rates

This Draft Red Herring Prospectus contains conversion of certain other currency amounts into Indian Rupees that
have been presented solely to comply with the SEBI ICDR Regulations. These conversions should not be
construed as a representation that these currency amounts could have been, or can be converted into Indian

Rupees, at any particular rate.

The following table sets forth, for the periods indicated, information with respect to the exchange rate between
the Rupee and other currencies:

(Amount in %, unless otherwise specified)

Currency As at Ason Ason Ason Ason Ason
September March 31, March 31, March 31, March 31, March 31,
30, 2017 2017 2016 2015 2014 2013
1 US$ 65.35W 64.84 66.33 62.59 60.10@ 54.39¢)

Source: RBI Reference Rate

1. Exchange rate as on September 29, 2017 as the same is not available for September 30, 2017 being a Saturday

2. Exchange rate as on March 28, 2014, as RBI reference rate is not available for March 31, 2014, March 30,
2014 and March 29, 2014 being a public holiday, a Sunday and a Saturday, respectively.

3. Exchange rate as on March 28, 2013, as RBI reference rate is not available for March 31, 2013, March 30,
2013 and March 29, 2013 being a Sunday, a Saturday and a public holiday, respectively.

Industry and Market Data

Industry and market data used in this Draft Red Herring Prospectus has been obtained or derived from publicly
available information and from the report titled “Indian commercial and warship building and ship repairing
industry report” published on March, 2018 which includes the following disclaimer:

“CRISIL Research, a division of CRISIL Limited (CRISIL) has taken due care and caution in preparing this report
(Report) based on the information obtained by CRISIL from sources which it considers reliable (Data). However,
CRISIL does not guarantee the accuracy, adequacy or completeness of the Data / Report and is not responsible
for any errors or omissions or for the results obtained from the use of Data / Report. This Report is not a
recommendation to invest / disinvest in any entity covered in the Report and no part of this report should be
construed as an expert advice or investment advice or any form of investment banking within the meaning of any
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law or regulation. CRISIL especially states that it has no liability whatsoever to the subscribers/ users/
transmitters/ distributors of this Report. Without limiting the generality of the foregoing, nothing in the Report is
to be construed as CRISIL providing or intending to provide any services in jurisdictions where CRISIL does not
have the necessary permission and/or registration to carry out its business activities in this regard. Mazagon
Dock Shipbuilders Limited will be responsible for ensuring compliances and consequences of non-compliances
for use of the Report or part thereof outside India. CRISIL Research operates independently of,and does not have
access to information obtained by CRISIL s Ratings Division / CRISIL Risk and Infrastructure Solutions Limited
(CRIS), which may, in their regular operations, obtain information of a confidential nature. The views expressed
in this Report are that of CRISIL Research and not of CRISIL’s Ratings Division / CRIS. No part of this Report
may be published / reproduced in any form without CRISIL s prior written approval”.

Industry publications generally state that the information contained in such publications has been obtained from
publicly available documents from various sources believed to be reliable but their accuracy and completeness
are not guaranteed and their reliability cannot be assured. Although we believe the industry and market data used
in this Draft Red Herring Prospectus is reliable, it has not been independently verified by us or the BRLMSs or any
of their affiliates or advisors. The data used in these sources may have been re-classified by us for the purposes
of presentation. Data from these sources may also not be comparable. Such data involves risks, uncertainties and
numerous assumptions and is subject to change based on various factors, including those discussed in “Risk
Factors” on page 16.

The extent to which the market and industry data used in this Draft Red Herring Prospectus is meaningful depends
on the reader’s familiarity with and understanding of the methodologies used in compiling such data. There are
no standard data gathering methodologies in the industry in which the business of our Company is conducted, and
methodologies and assumptions may vary widely among different industry sources.

In accordance with the SEBI ICDR Regulations, the “Basis for Offer Price” on page 92 includes information

relating to our peer group companies. Such information has been derived from publicly available sources, and
neither we, nor the BRLMs have independently verified such information.
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FORWARD-LOOKING STATEMENTS

This Draft Red Herring Prospectus contains certain “forward looking statements”. These forward looking
statements can generally be identified by words or phrases such as “will”, “aim”, “will likely result”, “believe”,
“expect”, “will continue”, “anticipate”, “estimate”, “intend”, “plan”, “contemplate”, “seek to”, “future”,
“objective”, “goal”, “project”, “should”, “will pursue” and similar expressions or variations of such expressions.
Similarly, statements that describe our objectives, strategies, plans or goals are also forward looking statements.
All forward looking statements are subject to risks, uncertainties and assumptions about us that could cause our

actual results to differ materially from those contemplated by the relevant forward looking statement.

Actual results may differ materially from those suggested by the forward-looking statements due to risks or
uncertainties associated with the expectations with respect to, but not limited to, regulatory changes pertaining to
the industries in India in which our Company operates and our ability to respond to them, our ability to
successfully implement our strategy, our growth and expansion, technological changes, our exposure to market
risks, general economic and political conditions in India which have an impact on its business activities or
investments, the monetary and fiscal policies of India, inflation, deflation, unanticipated turbulence in interest
rates, foreign exchange rates, equity prices or other rates or prices, the performance of the financial markets in
India and globally, changes in domestic laws, regulations and taxes and changes in competition in the industries
in which we operate.

Important factors that could cause actual results to differ materially from our expectations include, among others:

a. adverse change in laws, rules and regulations and legal uncertainties;

b. decline or reprioritisation of funding in the Indian defence budget, that of customers including the MoD;

c. changes in the policy framework governing defence procurement and manufacturing in India may result in
our Company not receiving future order;

d. the outcome of legal and/or regulatory proceedings that our Company is or might become involved in;

e. any significant risks and uncertainties that may not be covered by insurance; and

f. our inability to retain key management personnel.

For a further discussion of factors that could cause our actual results to differ, refer to the chapters titled “Risk
Factors”, “Our Business” and “Management’s Discussion and Analysis of Financial Condition and Results of
Operation” on pages 16, 132 and 458 respectively. By their nature, certain market risk disclosures are only
estimates and could be materially different from what actually occurs in the future. As a result, actual future gains
or losses could materially differ from those that have been estimated.

Although we believe that the assumptions on which such forward-looking statements are based are reasonable,
we cannot assure the Bidders that the expectations reflected in these forward-looking statements will prove to be
correct. Given these uncertainties, Bidders are cautioned not to place undue reliance on such forward-looking
statements and not to regard such statements as a guarantee of future performance.

Forward-looking statements reflect the current views of our Company as on the date of this Draft Red Herring
Prospectus and are not a guarantee of future performance. These statements are based on the management’s beliefs
and assumptions, which in turn are based on currently available information. Although, we believe the
assumptions upon which these forward-looking statements are based are reasonable, any of these assumptions
could prove to be inaccurate, and the forward-looking statements based on these assumptions could be incorrect.
Neither our Company, the Selling Shareholder, our Directors, the BRLMs nor any of their respective affiliates
have any obligation to 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.

In accordance with SEBI requirements, our Company and the Selling Shareholder shall severally ensure that

investors in India are informed of material developments from the date of the Red Herring Prospectus in relation
to the statements and undertakings made by them in the Red Herring Prospectus till Allotment.
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SECTION II: RISK FACTORS
RISK FACTORS

An investment in equity shares involves a high degree of risk and investors should not invest any funds in this Offer
unless they can afford to take the risk of losing all or a part of their investment. You should carefully consider all
the information disclosed in this Draft Red Herring Prospectus, as well as the risks and uncertainties involved
including those described below, before making an investment decision in our Equity Shares. If any one, or a
combination of the following risks actually occur, our business, prospects, financial condition and results of
operations could suffer and the trading price of our Equity Shares could decline and you may lose all or part of
your investment. The risks described below are not the only ones relevant to us or our Equity Shares or the industry
and regions in which we operate. Additional risks and uncertainties, not presently known to us or not currently
perceived as risks or that we currently deem immaterial may arise or may become material in the future and may
also impair our business, results of operations and financial condition. Investors are advised to read the risk factors
described below carefully before making any investment decisions in this Offer.

To obtain a more detailed understanding of our Company, prospective investors should read this section in
conjunction with sections “Our Business” and “Management’s Discussion and Analysis of Financial Condition
and Results of Operations” on pages 132 and 458, respectively, as well as the other financial and statistical
information contained in this Draft Red Herring Prospectus before making an investment decision. In making an
investment decision, prospective investors must rely on their own examination of our Company and the terms of
the Offer. You should consult your tax, financial and legal advisors about the particular consequences to you of
an investment in this Offer.

This Draft Red Herring Prospectus also contains forward-looking statements that involve risks, estimates, and
uncertainties. Our actual results could differ materially from those anticipated in these forward-looking
statements as a result of certain factors, including the considerations described below and elsewhere in this Draft
Red Herring Prospectus. For further details, see “Forward-Looking Statements” on page 15.

Unless specified or quantified in the relevant risks factors below, we are not in a position to quantify the financial
or other implication of any of the risks described in this section. Unless otherwise stated, the financial information
of our Company used in this section has been derived from our Restated Standalone Financial Statements.

Due to various national security concerns, certain material information in relation to our business, operations
and prospects has been classified as ‘confidential’ by the Ministry of Defence, Gol and by us. As a result we have
not (i) disclosed such information in this Draft Red Herring Prospectus; or, (ii) provided such information to the
BRLMs, the legal counsels and / or other intermediaries involved in this Offer. We therefore cannot assure you
that this Draft Red Herring Prospectus contains all material information as necessary for investors to make an
informed investment decision.

INTERNAL RISK FACTORS
Risk relating to Our Business and Our Industry

1. We predominantly depend on the MoD for defence orders and have till date been awarded such orders on
a nomination basis by the MoD for use by the Indian Navy. There is no assurance that future defence
orders will be awarded to us by the MoD. Further, recent changes in the policy framework governing
defence procurement and manufacturing in India may result in our Company no longer being given such
orders which may have an adverse effect on our business growth, financial condition and results of
operations

As of February 28, 2018, our Order Book from the MoD was 527,608 million which constitutes 100% of
our Order Book. Our entire Order Book has been awarded to us by the MoD on a nomination basis, which
means that such orders have been awarded to us pursuant to floating of tenders by the MoD only to our
Company. Our Order Book currently comprises of building and construction of four ‘P-15B” destroyers,
four ‘P-17A” stealth frigates and five Scorpene class submarines for the Indian Navy. There is no assurance
that we will be selected by the MoD for future defence orders by the MoD.

Recently, the MoD has promulgated the Defence Procurement Procedure, 2016 (“DPP 2016”). The DPP

2016 provides for a framework for encouragement of the ‘Make in India’ program across all sectors of
defence manufacturing and rationalizing defence procurement procedures that are in place in India.

16



Though the MoD has given the highest priority to Indigenous Designed Developed and Manufactured
(“IDDM”) products for capital procurement, in order to encourage the “Make in India” program, there can
be no assurance that we will continue to be selected as the Indian production agency for such contracts. In
May 2017, the Gol, in order to encourage indigenisation of defence procurement, introduced a strategic
partnership model under DPP 2016 (the “DPP Strategic Partnership Model”) under which the Gol seeks
to identify a few Indian private companies as ‘strategic partners’ who would enter into collaboration
arrangements with a few shortlisted foreign original equipment manufacturers (“OEMS”) to initially
manufacture fighter aircrafts, helicopters, submarines and armoured fighting vehicles / main battle tanks.

In addition, the MoD has imposed changes that increase competition with international competitors. In this
regard, the Department of Industrial Policy and Promotion (“DIPP”’), Ministry of Commerce and Industry,
Gol under the Consolidated FDI Policy has permitted foreign investment under the automatic route of up to
49% in the defence manufacturing sector and up to 100% with prior approval, if it is probable to result in
access to modern technology in India. Recently, the MoD has released the draft Defence Production Policy
2018 (“Draft DPP 2018”). The Draft DPP 2018 aims to create a robust and competitive defence industry as
part of “Make in India” initiative. The Draft DPP 2018 also seeks to achieve self reliance in development
and manufacture of platforms such as warships and liberalise FDI in the defence sector, with up to 74%
under automatic route in niche technology areas.

These policies of the Gol have increased competition and we cannot assure you that we will be as
competitive as we have been in the past and we will continue to be successfully awarded contracts by the
Gol. In particular, the DPP Strategic Partnership Model may create the formation of entities that may pose
a significant competition for our Company, particularly in the submarine division. While we would expect
to continue to compete for such contracts, there is no guarantee that we will be successful, which may affect
our ability to grow and/or maintain our sales, earnings and cash flow.

With the liberalisation of the policy framework governing the defence sector in India, permitting both Indian
and foreign companies to participate in defence procurement and manufacturing contracts, we may be
required to participate in open competitive bidding processes. The competitive bidding process may require
us to resort to price cuts to be able to win the contracts, which may not be awarded to us or may be split
among competitors. Following an award, we may encounter significant expenses, delays, contract
modifications, or even loss of such contract if our competitors protest or challenge contracts that are awarded
to us for reasons which are beyond our control. Moreover, new entrants may have extensive knowledge,
competitive labour costs and other advantages and may successfully compete with our Company. They may
also tie up with international competitors who may in turn utilize their overseas experience to compete in
the Indian market.

To remain competitive, we must consistently provide superior performance, advanced technology solutions,
and service at an affordable cost and with the agility that our customers require to satisfy their requirements.
Our inability to successfully do so could have a material adverse effect on our business, prospects, financial
condition and / or operating results.

Imposition of liquidated damages and invocation of performance bank guarantees / indemnity bonds by
our customers could impact our results of operations and we may face potential liabilities from lawsuits
and claims by customers in the future.

All of our contracts with our customer provide for liquidated damages for delays in delivery. In the past, we
have been required to re — negotiate some of the terms such as price, date of delivery and scope of work of
our shipbuilding contracts due to a delay in delivering the vessel owing to a combination of internal as well
as external factors beyond our control. We were also required to pay liquidated damages for such delays. For
the six months period ended September 30, 2017 and for Financial Years 2017, 2016 and 2015, the liquidated
damages payable were %1,004.86 million, X888.60 million, X¥783.80 million, and 661.90 million
respectively.

Our Company is also required to provide performance bank guarantees or indemnity bonds against which
payments and mobilization advances are released by our customers upon our execution of the contracts.
These performance bank guarantees and indemnity bonds require us to incur liabilities for and on behalf of
our customers against all losses and damages incurred by them due to any breach of the terms and conditions
of such contracts by us or due to the acts and omissions of our vendors, suppliers, collaborators and sub-
contractors.

We have in the past been required to incur such liabilities for our customers. For example, our Company
had entered into a contract with the Dredging Corporation of India (“DCI”) for the design, build, launch,
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equip, complete and delivery of certain dredgers pursuant to which we had provided a performance bank
guarantee to DCI. DCI subsequently invoked the performance bank guarantee on account of non-
performance of the terms and conditions of the contract.

In case of our shipbuilding contracts, we are required to provide an indemnity bond and are required to pay
liquidated damages (ranging from 1% per month or part thereof for the delay in delivery of the vessel subject
to a maximum of 5% of the cost of the vessel). In case of our submarine contracts, we are required to provide
an indemnity bond and are required to pay liquidated damages (ranging from 0.5% per month or part thereof
for the delay in delivery of the vessel subject to a maximum of 5% of the contract price of the respective
submarine (except for the first submarine for which the maximum liquidated damages is 2.5% of the contract
price of the submarine)). As at September 30, 2017 and as at the Financial Years ended 2017, 2016 and
2015, we had made provision for liquidated damages amounting to 310,275.02 million, 310,241.48 million
%10,241.50 million and %10,241.48 million respectively on contracts under execution.

We cannot assure you that future contracts (entered / to be entered into by us) can be completed profitably.
Any time and/ or cost overruns on our contracts could have a material adverse effect on our business,
financial condition and results of operations. The incurring of liabilities pursuant to the imposition of
liquidated damages as well as invocation of performance bank guarantees and indemnity bonds for multiple
or large programs could have an adverse effect on our business, operations, revenues and earnings.

Any decline, delay or reprioritisation of funding under the Indian defence budget or that of customers
including the MoD for use by the Indian Navy could adversely affect our ability to grow or maintain our
sales, earnings, and cash flow.

We expect to derive most of our revenues from work performed under the MoD contracts. Our total sales
were derived from sales to the MoD for the six months period ended September 30, 2017 and the Financial
Years 2017, 2016 and 2015. These contracts depend upon the continuing availability of funds being extended
to the MoD, which in turn allocates such funds to the Indian Navy, our largest customer. Any reduction or
unavailability of the funds available with the Indian Navy could have a material adverse impact on the
funding of our contracts.

Further, continued economic challenges may place pressure on Gol budgets and allocation of spending for
defence procurement and manufacturing. While we lay emphasis on aligning our defence manufacturing
programs with India’s national security requirements, any shifts in actual domestic spending and tax policy,
changes in security levels, defence, intelligence priorities, general economic conditions and other factors
may affect a decision to fund, or the amount of funding available to, existing or proposed defence programs.

As a result of national securities concerns, certain information in relation to our business and operations
is classified as ‘secret and confidential’ pursuant to which we have not disclosed such information in this
Draft Red Herring Prospectus nor provided such information to the BRLMs, other intermediaries and
advisors involved in the Offer. Consequently, this Draft Red Herring Prospectus may not contain complete
information about us, our products, business, operations, customers, etc.

Our Company operates in the defence manufacturing sector and is primarily engaged in the construction of
warships and submarines. Our total sales were derived from sales to the MoD for the six months period
ended September 30, 2017 and the Financial Years 2017, 2016 and 2015. As our operations are closely
linked to the Indian defence sector, a large part of the business and operations of our Company are classified
as secret and confidential by us in accordance with the guidelines and directions of the MoD. Further, our
offices are classified as a defence installation and prohibited place in accordance with the requirements of
Section 2 of the Official Secrets Act, 1923.

As a result of national security related concerns, the MoD and we have determined that certain material
documents and information such as board minutes and committee minutes, agreements which we executed
with our suppliers, customers, vendors, sub-contractors and technical collaborators, information in relation
to our business strategy, research and development plans, demand and supply forecasts, existing capacity,
past trends and future prospects, planned capital expenditure, and qualitative and quantitative information in
relation thereto, have all been classified as secret and confidential. However, in terms of Schedule V11 Part
A (VI (B)(1)(b), B(1)(c), B(1)(e), B(2), B(3), D(1)(b)(i), D(1)(b)(iii), D(1)(b)(v). D(1)(d), D(1)(f), D(5),
D(6) and (1X)(B)(19)(b), following disclosures are required to be made in the Draft Red Herring Prospectus:
(i) details of plant, machinery, technology, process; (ii) details of collaborations including any performance
guarantee or assistance in marketing by the collaborators along with details of the persons/entities with whom
technical and financial agreements have been entered into by our Company; (iii) details about the market for
the products of our Company including details of the competition, past production figures for the industry,
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existing installed capacity, past trends and future prospects regarding exports, demand and supply forecasts;
(iv) business strategy of the Company including a brief statement about future prospects with respect to
capacity and capacity utilisation; (v) details of the intellectual property owned or used by the Company; (vi)
details of capacity / facility creation, location of plant, products, marketing, competition etc.; (vii) details of
negative features like time/cost overrun, defaults and lock-out/strikes; (viii) corporate profile of our
Company regarding its history, the description of the activities, services, products, market of each segment,
the growth of our Company, exports and profits due to foreign operations together with country-wise
analysis, the standing of the Company with reference to the prominent competitors with reference to its
products, management, major suppliers and customers, environmental issues, segment, etc; (ix) technology,
market, managerial competence and capacity built up; (X) details of material contracts not entered in the
ordinary course of business; (xi) details of strategic partners. SEBI has pursuant to the SEBI Exemption
Letter, granted us exemption from complying with the aforesaid disclosure requirements to the extent such
information has been classified as confidential by MoD and us. Due to the foregoing, such documents and
information have not been disclosed in this Draft Red Herring Prospectus, and in certain cases the disclosure
contained in this Draft Red Herring Prospectus is not disclosed or is as detailed as that found in other public
offering documents to the extent that such documents and information are classified as secret and
confidential by the MoD and our Company, other than such documents and information for which relaxation
/ exemption has not been granted by SEBI under the SEBI Exemption Letter. Further, pursuant to the SEBI
Exemption Letter, our Company has been exempt from making such confidential documents/information
available for public inspection to the extent that such documents and information are classified as secret and
confidential by the MoD and our Company under the requirements of Schedule VIII, Part A (XVI) of SEBI
ICDR Regulations and accordingly we will not be disclosing these in the list of documents available for
inspection in the Draft Red Herring Prospectus. As a result, such documents and information may not be
available for public inspection.

Due to the confidential nature of such documents and information, we have been restricted from disclosing
such information to the BRLMSs, other intermediaries and advisors involved in the Offer. As a result, the
BRLMs, other intermediaries and advisors involved in the Offer have had limited access to such documents
and information and accordingly have not been able to access such documents and information or
independently verify certain disclosures made herein. In such instances the BRLMs, other intermediaries
and advisors have relied solely on the information and confirmations given to them by our management.
Further, the BRLMs, other intermediaries and advisors cannot assure you that all information (other than the
confidential information stated above) that are material in the context of this Offer have been disclosed to
the BRLMs and the advisors and have relied on the confirmation given by our management with respect to
such information.

As a result of the restrictions imposed on the BLRM’s, other intermediaries’ and advisors’ access to material
information, and the limitations on the disclosure of such information in this Draft Red Herring Prospectus,
SEBI has through the SEBI Exemption Letter granted relaxation from strict compliance with the format of
due diligence certificates to be issued by the BRLMs in relation to the Offer under clause 1, 2(a), 2(c), 11
and 12(b) of Form A (due diligence certificate before opening of the Offer) and, clause 1 of Form C (due
diligence certificate at the time of registering the Red Herring Prospectus/ Prospectus with RoC), clause 1
of Form D (due diligence certificate immediately before opening of the Offer) and clause 1 of Form E (due
diligence certificate after opening of the Offer) of Schedule VI of the SEBI ICDR Regulations. We cannot
assure you that this Draft Red Herring Prospectus contains all such material information necessary for
investors to make an informed investment decision, and cannot assure you that there is no omission of any
material fact necessary in order to make the statements made herein, in the context in which they are made,
not misleading.

We may be subject to penalties in the event we are unable to justify the alleged non-compliance with
respect to the Mazadock Modernisation project. Further, unforeseen environmental costs could affect our
future earnings as well as the affordability of our products and services.

Environmental laws and regulations in India impose increasingly stringent environmental protection
standards on us regarding, among other things, smoke or gas emissions, noise pollution, waste water
discharges, the use and handling of hazardous waste or materials, waste disposal practices and the
remediation of environmental contamination. These standards expose us to the risk of substantial
environmental costs and liabilities, including liabilities associated with past activities. Our industrial
activities are subject to obtaining permits, licences and/or authorisations, or subject to prior notification. Our
facilities must comply with these permits, licences or authorisations and are subject to regular administrative
inspections.

19



We invest significant amounts to reduce the risks of impacting the environment and regularly incur capital
expenditures in connection with environmental compliance requirements. For example, the MoEF issued a
show cause notice on April 18, 2016 to our Company for non-compliance with the Environment Protection
Act, 1986 for commencing the project of “extension of goliath crane south rail track by 50 metres”, as part
of the Mazadock Modernisation project, without obtaining the prior permission of MoEF. For further details,
see “Outstanding Litigation and Material Developments” on page 491. In the event it is proved that we are
non-compliant, we may be subject to penalties and other sanctions by the MoEF which could adversely affect
our business. We cannot assure you that such instances will not happen in the future. The outcome of
environmental, health and safety matters cannot be predicted with certainty and there can be no assurance
that we will not incur any environmental, health and safety liabilities in the future.

In addition, the discovery of new facts or conditions or future changes in environmental laws, regulations or
case law may result in increased liabilities that could have a material effect on our business, financial
condition and results of operations.

Our revenues from the MoD contracts are subject to the satisfaction of certain milestones and are subject
to termination. Our inability to fund such contracts at the time of inception or any termination of any of
our contracts with the MoD could have a material adverse effect on our financial condition and results
of operations.

Under the MoD contracts, realisation of revenue by our Company is contingent upon many factors including
without limitation, execution of the contract and achievement of certain milestones in the projects awarded
to us. There are two primary risks associated with this process. First, the realisation of revenue by our
Company may be delayed or disrupted due to a number of national or international factors or due to
unforeseen events. Second, future revenues under existing multi-year contracts are reliant on the continuing
availability of budgetary appropriations and any disruptions to the availability of such appropriations could
adversely affect our revenues.

Typically, the funds are allocated to the MoD on a fiscal-year basis, even though contract performance may
extend over many years. Changes in appropriations in subsequent years may impact the funding available
for these programs. Delays or cuts in funding can impact the timing of available funds or lead to changes in
program content.

In addition, the MoD contracts permit the MoD to terminate a contract, in whole or in part, for any delay of
12 months or more after the scheduled delivery date of the product, if such delay not being attributable to
force majeure. If a contract is terminated for delay or default, the MoD in most cases has the right to effect
recovery of monies from us. The loss of anticipated funding or the termination of multiple or large programs
could have an adverse effect on our future revenues and earnings.

Any delays in procurement, nomination or any other decision — making by our customers and
collaborators may result in time and cost overruns in completion of our shipbuilding and submarine
projects, which may have an adverse effect on our business, financial condition and results of operations.

We are required to install weapons and sensors, integrate systems and certain engineering equipment on our
warships as part of the terms and conditions of our contracts for successful closure of our projects.

In accordance with the terms and conditions of most of our contracts entered into with our customers:

. We procure such weapons, sensors and other engineering equipment for which Indian Navy provides
a nominated list of vendors and we are bound to procure the items from these nominated vendors
only; or,

. We install and equip the warships with weapons, sensors and other engineering equipment which

are supplied free of cost by Indian Navy.

For the construction of ‘Scorpene’ submarines, we have entered into a collaboration and technology transfer
arrangement with the Naval Group pursuant to which the Naval Group provides the technical specifications
and the list of equipment and items to be procured by us. However, there have been instances of delay in
finalization of the technical specifications and subsequent modifications were made to the same equipment
and items to be procured by us. Delays in completion of procurement or non-availability of specified
components in a timely manner may affect the overall timelines for completion of the project.
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10.

Our warship building and submarine projects generally have long gestation periods due to technological and
process complexities and are typically subject to delays due to stringent defence procurement procedures
and delays in nominating, procuring and / or finalizing the specifications of the vessel and the weapons,
sensors and other equipment by our customers and collaborators. Due to such long gestation periods, our
project related costs and revenue estimates may vary to a large extent from the actual costs incurred and the
actual revenues generated from such projects. Any adverse variance in the actual cost incurred and the
revenues generated in comparison to the cost and revenue estimates may reduce our profitability which in
turn may adversely affect our business, financial condition and the results of operations.

Additionally, in certain instances our customers and collaborators nominate certain defence equipment
which can only be procured from a limited list of vendors and suppliers, which may in turn result in limited
or non — availability of the equipment or premium pricing due to monopolistic pricing / demand — supply
disparity. Such delays in compliance with our delivery schedules, which cannot be anticipated at the time of
bidding for items / equipment for various projects, have in the past resulted in and may in the future result
in time and cost overruns. If the costs incurred by us due to such instances are not reimbursed on completion
of such projects it may affect our profitability and margins.

Our future growth and expansion is limited by the location at which we operate

Our capacity for outfitting warships and submarines is limited by our location at which we operate being
surrounded by MbPT on one side, Indian Railways towards the west side and the Arabian sea towards the
east side and hence it may be difficult for us to expand our operations. We may not be able to undertake any
further expansion activities on our premises due to a lack of additional space. Since we can execute only for
a limited number of projects, we may lose business opportunities and our business, results of operations,
financial condition and prospects may be adversely affected.

Our future growth and expansion is limited by our current infrastructure.

We currently operate out of one location in Mumbai, Maharashtra which limits our future expansion
programme. We are exploring options to develop a greenfield shipyard at Nhava, Navi Mumbai. However,
our Board has yet to approve the capital expenditure for the greenfield shipyard at Nhava, Navi Mumbai. In
the event such approval is not forthcoming, we may have to discontinue our plans to develop this greenfield
shipyard

Further, we are currently unable to optimally utilise our submarine section assembly workshop due to non —
availability of submarine launch facilities which is expected to be available by March, 2019. Any further
delay in the availability of our submarine launch facilities or in the optimal utilisation of our submarine
section assembly workshop may limit our production capacity for submarines which in turn may have an
adverse impact on our business, financial condition and results of operations.

Our earnings and margins may vary based on the mix of our contracts and programs, our performance,
and our ability to control costs. We may incur losses as a result of cost overruns, time overruns, lack of
clarity in standards and specifications and stringent defence procurement procedures which may have an
adverse effect on our business, financial condition and results of operations

Our earnings and margins may vary materially depending on the types of long term MoD contracts
undertaken, the nature of the products produced or services performed under those contracts, the costs
incurred in performing the work, the achievement of other performance objectives, and the stage of
performance at which the right to receive fees is finally determined. Changes in procurement policy
favouring new, accelerated or different award fee criteria may affect the predictability of our profit rates.

Our shipbuilding contracts are fixed price contracts with a variable component for some equipments and our
submarine contracts are fixed price contracts. The costs to be incurred by us in relation to any proposed
project are forecasted by us at the time of submission of bids as and at the time of entering into such contracts
which we typically arrive at on the basis of the final determined price of the most recently executed contracts
that are similar in nature, after accounting for inflation costs.

In the past, we have witnessed time and/ or cost overruns in the case of some of our contracts and we may
also continue to witness the same in the future. For Fiscals 2015, 2016 and 2017 and for the six months
period ended September 30, 2017 respectively, our cost of materials consumed constituted 61.03%, 66.75%,
61.89% and 66.53%, of our total expenses, respectively. The actual time and / or costs incurred on a contract
may vary from our estimates due to factors such as:
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Unanticipated variations in labour and equipment productivity over the term of a contract;
Unanticipated increases in, subcontracting and overhead costs;

Delivery delays; and

Equipment failures.

Depending on the size of the project, variations from estimated contract performance could significantly
reduce our earnings, and could result in losses, during any quarter of a fiscal or entire fiscal. This may also
have an impact on our reputation, which could have a material adverse effect on our business, financial
condition and results of operations.

Fixed-price contract prices are established largely upon estimates and assumptions relating to project scope
and specifications, personnel and material needs. These estimates and assumptions may be inaccurate or
conditions may change due to factors out of our control, resulting in cost overruns, which we may be required
to absorb and that could have a material adverse effect on our business, financial condition and results of
our operations. In addition, our profits from these contracts could decrease and we could experience losses
if we incur difficulties in performing the contracts or are unable to secure fixed-pricing commitments from
our suppliers and subcontractors at the time we enter into fixed-price contracts with our customers. Further,
the prices of equipment and material generally vary and can increase or fluctuate rapidly and significantly
due to a number of factors which are beyond our control. In addition, any decrease in the availability of raw
materials which we require, including steel and other metals, or increase in the price at which the equipment
and materials are available to us, may significantly and adversely affect our business, financial condition
and results of our operations if we are unable to proportionately increase the sale price of our products.

There are outstanding legal and tax proceedings involving the Company, Group Company and Directors.
Any adverse decision in such proceedings may expose us to liabilities or penalties and may adversely
affect our business, financial condition, results of operations and cash flows.

As of the date of this Draft Red Herring Prospectus, we are involved in certain civil, criminal and tax (direct
and indirect) proceedings, which are pending at different levels of adjudication before various courts,
tribunals, forums and appellate authorities. We cannot assure you that these legal proceedings will be
decided in our favour. Decisions in proceedings adverse to our interest may have a significant adverse effect
on our business, financial condition, results of operations and cash flows. In relation to tax proceedings, in
the event of any adverse outcome, we may be required to pay the disputed amounts along with applicable
interest and penalty and may also incur additional tax incidence going forward.

A summary of pending tax proceedings and other material litigation involving our Company, our Group
Company and our Directors is provided below:

l. Litigation against our Company

(in X million)
S.No. Nature of Litigation Number of Approximate amount involved
cases (to the extent quantifiable)
1. Criminal Complaints 6 -
2. Tax proceedings 81 14,226.18
3. Civil proceedings 4 344.75
4. Actions by statutory and 2 Not quantifiable
regulatory authorities and
inquiries by SEBI
Il. Litigation by our Company
(in T million)
S.No. Nature of Litigation Number of Approximate amount involved
cases (to the extent quantifiable)
1. Criminal Complaints 3 25.90
3. Civil proceedings 2 860.78
Ill.  Litigation against our Group Company
(in X million)
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13.

S.No. Nature of Litigation Number of Approximate amount involved
cases (to the extent quantifiable)
1. Civil proceedings 3 151.73
2. Tax proceeding 6 181.78
3. Actions by statutory and 1 Not quantifiable
regulatory authorities and
inquiries by SEBI
IV. Litigation against our Directors
(in X million)
S.No. Nature of Litigation Number of Approximate amount involved
cases (to the extent quantifiable)
1 Civil proceedings 2 Not gquantifiable*

*Although the above cases are not quantifiable, it may have an adverse impact on the financials of the
Company in the event an adverse decision is taken.

The amounts claimed in these proceedings have been disclosed to the extent ascertainable. If any new
developments arise, including a change in Indian law or rulings against us by appellate courts or tribunals,
we may need to make provisions in our financial statements that could increase our expenses and current or
long-term liabilities. For further details, see “Outstanding Litigation and Material Developments” on page
491.

Any failure to comply with the provisions of the MoD contracts could have an adverse effect on our
business operations, financial conditions and results of our operations.

The MoD contracts contain provisions and are subject to laws and regulations that give the MoD certain
rights and remedies including without limitation the following:

. terminate existing contracts for default, delays or force majeure conditions;

. demand encashment of warranty indemnity bonds;

. levy liquidated damages for delays and penalties;

. reduce orders under, or otherwise modify, contracts or subcontracts;

. claim intellectual property rights in products and systems produced by us; and
. control or prohibit the export of our products and services.

In the event that the MoD enforces any of the above provisions, it could have an adverse effect on our
business operations, financial conditions and results of our operations.

Our entire business operations are based out of a single yard at Mumbai. The loss of, destruction, or
shutdown of, our operations at our shipyard in Mumbai will have a material adverse effect on our
business, financial condition and results of operations.

Our shipbuilding and submarine and heavy engineering divisions are based out of single premises in our
yard in Mumbai. Accordingly, we rely exclusively on our facilities at our shipyard in Mumbai to earn
revenues, pay our operating expenses and service our debt. Any significant interruption to, or loss,
destruction or shutdown of, operations at our yard in Mumbai would adversely affect our business. Our
shipbuilding and submarine and heavy engineering divisions may be subject to unexpected interruptions,
including from natural and man-made disasters. Our facilities and operations could be adversely affected by,
among other factors, breakdown or failure of equipment, difficulties or delays in obtaining spare parts and
equipment, power supply or processes, performance below expected levels of output or efficiency,
obsolescence, labour disputes, natural disasters, raw material shortages, fire, explosion and other unexpected
industrial accidents and the need to comply with the directives of relevant government authorities.

Furthermore, any significant interruption to our operations directly or indirectly as a result of industrial
accidents, severe weather or other natural disasters could materially and adversely affect our business,
financial condition and results of operations. Similar adverse consequences could follow if war, or war-like
situation were to prevail, terrorist attacks were to affect our related infrastructure, or if the Gol were to

23



14.

15.

temporarily take over the facility during a time of national emergency. In addition, any disruption in basic
infrastructure, such as in the supply of electricity from the State of Maharashtra or in our water supply could
substantially increase our manufacturing costs. We do not maintain business interruption insurance and will
not be covered for any claims or damages arising out of such disruptions. Any disruption of our existing
supply of basic infrastructure services such as power or water, our failure to obtain such additional supplies
as required by us or an increase in the cost of such supplies may result in additional costs to us. In such
situations, our production capacity may be materially and adversely impacted. In the event our facilities are
forced to shut down for a significant period of time, our earnings, financial condition and results of operation
would be materially and adversely affected.

Further, we face difficulty in our Mumbai premises due to water depth constraints for smooth movement
and transit of our vessels. Our Company intends to deepen the navigational channels from our premises in
Mumbai, Maharashtra to the offshore container terminal of the Mumbai Port Trust, Mumbai (“MbPT”) by
way of capital dredging activities. We are in the process of obtaining all environmental and other clearances
for the conduct of such capital dredging activities. We cannot assure you that such clearances shall be
received by our Company, in which case the water depth constraint issues may not be adequately addressed
which may have a material and adverse effect on our business, financial condition and the results of our
operations.

We are subject to a number of procurement rules and regulations of the MoD regulations and other rules
and regulations. Our business and our reputation could be adversely affected if we fail to comply with
applicable rules.

We are required to comply with policies, rules and regulations of the MoD, in particular the DPP 2016 and
any amendments or revisions thereto from time to time relating to the award, administration, and
performance of the MoD contracts. Procurement rules and regulations framed by the Government, affect
how we do business with our customers, in particular, the MoD and, in some instances, impose added costs
on our business. A violation of such rules and regulations could harm our reputation and result in the
imposition of fines and penalties, the termination of our contracts and / or debarment from bidding on
contracts

A termination arising out of default may expose us to liability and have a material adverse effect on our
ability to compete for future contracts and orders, as the MoD has the authority to debar us for any amount
of time (with the minimum being five years).

The MoD, routinely audit and reviews the performance of programs for which we have entered into specific
contracts with them. These audits review our performance, which include the review of cost structure,
compliance with applicable laws, regulations of the MoD and quality of standards. If an audit uncovers any
improper or illegal activities, such as, an event where we have paid any third party commission to ensure
that we secure the MoD contract or are found guilty of securing a MoD contract by virtue of undue influence,
we may be subject to civil or criminal penalties and administrative sanctions, including termination of
contracts, forfeiture of profits, suspension of payments, fines, and suspension or prohibition from doing
business with the MoD. In addition, we could suffer serious reputational harm if allegations of impropriety
were made against us.

All our premises, including our Registered and Corporate Office is situated on land which is not entirely
owned by us but is a combination of various parcels of land leased or acquired by us. There may be certain
deficiencies in title on account of the acquired land. Further, if we fail to extend the lease period on lease
expiry on reasonable terms, it may have a material adverse effect on the business, financial condition and
results of operations of our Company.

The premises from which we operate, comprising of the Alcock yard, north yard, south yard and the
Registered and Corporate Office are located on the same premises at Mazagaon, Mumbai. These premises
comprise of various parcels of land which have either been acquired from the Gol under the Land Acquisition
Act, 1894 or on a long-term lease for 99 years from the Government of Maharashtra or on lease from MbPT
and some of them have been occupied by possession.

Some of the leases for the plots taken on leasehold basis from the MbPT have expired and are under renewal.
Although our Company has made applications for renewal of these lease agreements, there can be no
assurance that we will be able to renew such lease agreements on terms that are favorable or acceptable to
us or at all. In the event that we are unable to obtain an extension or the lease is terminated due to any reason,
we will have to transfer our premises to MbPT along with all the assets developed in relation thereto on the
basis of a third-party valuation of assets to be paid by MbPT.
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Further, in relation to the parcels of land acquired from the Gol or the Government of Maharashtra there may
be certain deficiencies in title or some of the agreements for such parcels of land may not have been duly
executed and/or adequately stamped or registered in the land records of the concerned authorities. Such lease
deeds may not be accepted as evidence in a court of law and we may be required to pay penalties for
inadequate stamp duty Also, we do not have any underlying title or documents for our liaison offices situated
in Paris and Moscow and we may have to vacate the office in case any dispute arises with the owner of the
premises. We may not be able to assess or identify all risks and liabilities associated with any properties,
such as faulty or disputed title, unregistered encumbrances or adverse possession rights, improperly
executed, unregistered or insufficiently stamped instruments, or other defects that we may not be aware of.

Our Company is currently not in compliance with certain provisions of the SEBI Listing Regulations and
/ or Companies Act, as may be applicable in relation to the terms of reference of the Audit Committee and
the Nomination and Remuneration Committee. Further, ongoing disclosure of information in relation to
our Company after the listing of the Equity Shares on the Stock Exchanges may be limited and may not
be in compliance with the SEBI Listing Regulations and other applicable laws.

Regulation 18(3) read with point (2) of Paragraph A of Part C of Schedule Il of SEBI Listing Regulations,
requires the role of the audit committee of a listed company to include, inter alia the recommendation for
appointment, and remuneration of auditors of the listed entity. In accordance with Section 139(5) of the
Companies Act, 2013, the Comptroller and Auditor General of India (“CAG”) is required to appoint a duly
qualified auditor as our Statutory Auditors. Accordingly, since our Company is a CPSE and a government
company, provisions relating to appointment of our Statutory Auditors are not included in the terms of
reference of our Audit Committee, as required under the SEBI Listing Regulations.

Pursuant to Regulation 19(4) read with Paragraph A of Part D of Schedule Il of SEBI Listing Regulations,
provisions relating to (i) identification of persons who are qualified to become directors and to recommend
the appointment and removal of directors, (ii) recommending extension, if any, of the term of independent
directors, (iii) formulation of criteria for evaluation of performance of the directors, (iv) devising a policy on
diversity of the board of directors, (v) formulation of the criteria for determining qualifications, positive
attributes and independence of a director, and (vi) recommendation to the board of directors of a policy
relating to the remuneration of the directors, key management personnel and other employees, are required
to be included in the terms of reference of nomination and remuneration committee. In our case, the power
to appoint Directors on our Board is vested with the President of India acting through the MoD, and, as a
result, we do not have the power to appoint Directors on our Board.

Accordingly, the aforementioned matters are not included in the terms of reference of our Audit Committee
and Nomination and Remuneration Committee, respectively. To this extent, we are not compliant with the
SEBI Listing Regulations. In relation to the above non-compliances, we have filed a letter dated March 27,
2018 with SEBI (“Application”) under clauses (a) and (c¢) of Regulation 113(1) of the SEBI ICDR
Regulations seeking certain exemptions from the relevant provisions of the SEBI Listing Regulations.

In the absence of such exemptions granted by SEBI, there can be no assurance that an adverse remark will
not be issued against us and we may be subject to penalties for non-compliance with any of the
aforementioned provisions of the SEBI Listing Regulations which could have an adverse effect on our
reputation, business operations, financial conditions and results of our operations. For further details, see
“Our Management — Corporate Governance” on page 175.

Further, pursuant to the Application, we have requested SEBI for extending the exemption from continuous
disclosure requirements under SEBI ICDR Regulations (pursuant to the SEBI Exemption Letter) to the
continuous disclosure obligations under Regulation 30 of SEBI Listing Regulations. Upon SEBI granting
the exemption under the Application, we will be exempt from the continuous disclosure requirements as
mandated under the SEBI Listing Regulations in relation to contracts, documents and information which are
classified as secret or confidential and which are exempted from being disclosed in accordance with the
terms of the SEBI Exemption Letter.

Prospective investors should note that such contracts, documents and information may not be disclosed by
us after the listing of the Equity Shares on the Stock Exchanges and the on-going disclosure of such contracts,
documents and information in relation to us may be limited as compared with other companies which are
listed on the Stock Exchanges.

The interests of the Gol as our controlling shareholder may conflict with your interests as a shareholder.
The Gol has significant influence over our actions and can issue directives with respect to the conduct of
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our business or our affairs. Any change in Gol policy or goodwill could have a material adverse effect on
our financial condition and results of operations. Our Company will continue to be controlled by the Gol
following this Offer.

As per our Articles of Association, the President of India may issue directives with respect to the conduct of
our business or our affairs for as long as we remain a government owned company, as defined under the
Companies Act. For instance, under Article 85 of our Articles of Association, our Directors are appointed
by the President of India.

The priorities of the Gol may be different from ours or that of our other shareholders. As a result, the Gol
may take actions with respect to our business and the businesses of our peers and competitors that may not
be in our or our other shareholders' best interests. The Gol could, by exercising its powers of control, defer
or initiate a change of control of our Company or a change in our capital structure, delay or defer a merger
or consolidation.

In particular, given the importance of the defence industry to the Indian economy, the Gol could require us
to take actions designed to serve the public interest and not necessarily to maximise our profits.

After the completion of the Offer, the Gol will continue to hold majority of the paid-up Equity Share capital
of our Company. Consequently, the Gol acting through the Ministry of Defence will continue to control us
and will have the power to elect and remove the Directors and therefore determine the outcome of most
proposals for corporate action requiring approval of the Board or the Shareholders, including with respect
to the payment of dividends, preparation of budgets, capital expenditure, and transactions with other
publicsector companies. We will continue to be a public sector undertaking under the Companies Act after
completion of the Offer, and the Gol may issue directives with respect to the conduct of our business or its
affairs or change in control or impose other restrictions in terms of our Articles of Association.

We incur additional expenditure due to siltation at the waterfront surrounding our Company.

The waterfront of our Company is prone to siltation and involves constant maintenance of dredging to
maintain the water depth. If we are required to incur substantial expenditure on dredging in relation to this,
it may affect our results of operations and financial condition.

We are subject to extensive government regulation and we require certain approvals and licenses in the
ordinary course of business, and the failure to obtain, maintain or renew them in a timely manner may
materially adversely affect our operations.

Our operations are subject to extensive government regulation and we are required to obtain and maintain a
number of statutory and regulatory permits and approvals under central, state and local government rules in
India, generally for carrying out our business and for our manufacturing facilities. For details of applicable
regulations and approvals relating to our business and operations, see “Key Regulations and Policies” and
“Government and Other Approvals” on pages 146 and 499, respectively.

A majority of these approvals are granted for a limited duration and require renewal. The approvals required
by our Company are subject to numerous conditions and we cannot assure you that these would not be
suspended or revoked in the event of non-compliance or alleged non-compliance with any terms or
conditions thereof, or pursuant to any regulatory action. If there is any failure by us to comply with the
applicable regulations or if the regulations governing our business are amended, we may incur increased
costs, be subject to penalties, have our approvals and permits revoked or suffer a disruption in our operations,
any of which could adversely affect our business.

Our current Order Book may not necessarily translate into future income in its entirety. Some of our
current orders may be modified, cancelled, delayed, put on hold or not fully paid for by our customers,
which could adversely affect our results of operations.

Most of the contracts that we enter into are executed over a period of several years. We recognise revenue
for our long-term contracts upon the achievement of certain milestones such as ordering of steel, hull
construction material, completion of a certain percentage of the works and completion of the construction of
the vessel. As of February 28, 2018, our Order Book was 527,608 million which includes products and
services to be manufactured and delivered over the next eight years. The growth of our Order Book is a
cumulative indication of the revenues that we expect to recognise in future periods in relation to signed
contracts. Our Order Book only represents business that is considered firm, although this is subject to, among
other things, cancellation or early termination or because of a breach by us of our contractual obligations,
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non-payment by our customers, a delay in the initiation of our customers' projects, unanticipated variations
or adjustments in the scope and schedule of our obligations for reasons outside our and our customers' control
or change in budget appropriations which affect our customers. As any of the above occurrences may
adversely impact and reduce the Order Book position, we cannot guarantee that the income anticipated in
our Order Book will be realised, or, if realised, will be realised on time or result in profits. In addition, our
Order Book during a particular future period depends on continued growth of the defence sector in India and
our ability to remain competitive.

Our customers are obliged to perform or take certain actions, such as securing required consents from the
Gol, authorisations or permits from the MoD, making advance payments or opening of letters of credit or
obtaining adequate financing on reasonable terms, approving designs, approving supply chain vendors and
shifting existing utilities. If a customer does not perform these and other actions in a timely manner or at all,
and if such potential failure is not provided for in the contract, our projects could be delayed, put on hold,
modified or cancelled and as a result, the income anticipated in our order book may not be realised and our
results of operations could be adversely affected.

In addition, we generally recognise turnover based on the completion of contracted work in relation to the
underlying contract and therefore our turnover is generally dependent on the progress of that project.
Furthermore, the profitability of a contract in our Order Book and our cash flow may be affected by the
following amongst others:

e withholding of payments by customers or mismatch between our internal cost milestones and the
payment milestones under our customer contracts;

o the refusal of suppliers to maintain favourable payment conditions;
e  postponement/putting on hold of previously awarded contracts;
e increases in raw material costs;

e unanticipated technical problems with equipment supplied by us or incompatibility of such equipment
with existing infrastructure;

o  difficulties in obtaining required governmental permits;

e unanticipated costs due to project modifications;

e  delays in award of major contracts;

o  performance defaults by suppliers, subcontractors or consortium partners;

e customer payment defaults and/or bankruptcy; and

changes in law or taxation.

Initiation of our current and future customer projects may be subject to delays, cost overruns, or performance
shortfalls which may lead to the payment of penalties or damages. All of these factors could have a material
adverse effect on our business, financial condition and results of operations.

The manufacturing processes for our products are complex and involve some hazards.

The manufacturing processes for our products are highly complex, require technically advanced and costly
equipment and hazardous materials, and involve risks, including breakdown, failure or substandard
performance of equipment, improper installation or operation of equipment, environmental hazards and
industrial accidents. In addition, defects in or malfunctioning of our products could cause severe damage to
property and death or serious injury to our customers' personnel, which could expose us to litigation and
damages. Although we believe we take adequate safety measures in our operations, we cannot assure you
that any accidents will not occur, resulting in death, serious injury to our personnel or destruction of property
and equipment. Any disruption in our operations due to any of these events or otherwise could result in
litigation against us, damage to our reputation, which would adversely affect our business, financial
condition and results of operations.
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We are dependent on the MbPT for certain basic services required for daily operations. With our present
infrastructure, we are unable to dry dock a vessel with all the appendages fitted on it which may adversely
affect our future orders, growth and business prospects. Further, if our relationship with the MbPT is
negatively affected in any manner or if the MbPT is unable to provide these services in the future, it may
have an adverse impact on our operations.

We depend on MbPT and the Indian Navy for enabling the movement of our vessels for their docking and
undocking from time to time, fitment of certain appendages and for meeting our berthing requirements. In
particular, the fitment procedure for such appendages cannot be undertaken currently at our premises due to
limitation in our infrastructure facilities.

There can be no assurance that MbPT / Indian Navy will continue to provide us services in the future on
terms favorable to us, or at all. If our relationship with MbPT is negatively affected in any manner or if
MbPT/ Indian Navy is unable to provide these services in the future, it may have an adverse impact on our
operations.

We are subject to stringent labour laws and our workmen are unionised under a number of trade unions.
Any labour disputes or unrests could lead to lost production, increased costs or delays which could lead
to penalties. We are in the process of finalizing the pay revisions and terms of appointment of our
employees in the categories of operatives, storekeepers, clerical, technical and sub-staff of our Company.
In case of substantial increases in the annual payments that are payable to such employees of the
Company, we may incur losses which may cause an adverse effect on our business, financial condition
and the results of operations.

The legal, regulatory and policy framework governing employees and workmen in India sets forth detailed
procedures for discharge of employees and dispute resolution and imposes financial obligations on
employers upon employee layoffs in order to protect the interest of employees and workmen. As a result, we
cannot maintain flexible human resource and employment policies and discharge employees for arbitrary
reasons, which may adversely affect our business, financial condition and results of operations.

We generally participate in negotiations for terms of appointment with our employees represented by nine
unions, pursuant to which we enter into a memorandum of settlement with them. We had entered into a
memorandum of settlement providing the details of the terms of appointment and payment terms which has
expired on December 31, 2016. We are currently in the process of negotiating the revisions and increases to
the payment terms and other changes to the terms of appointment with the registered trade unions of our
Company who have submitted their charter of demands.

However, since negotiations are ongoing we cannot accurately estimate the revisions and increases to the
payment terms and other changes to the terms of appointment that may be finalized with the bargaining
council. Our existing labour costs may substantially increase over time, which could result in increased costs
relating to non-executive employees. Such increase may have an adverse effect on our business, profitability
and financial condition.

Further, during the course of negotiations, we cannot assure you that there may not be incidences of labour
unrest and absenteeism from work by some of our employees. Such labour shortages could increase the cost
of labour and hinder our productivity and ability to adhere to our delivery schedules for our projects, which
would materially and adversely affect our business, financial condition, results of operations and prospects.

We do not have access to records and data pertaining to certain historical legal and secretarial
information in relation to certain disclosures. Further, there are certain discrepancies in the records
available with us.

We are unable to trace certain corporate and other documents such as copies of certain prescribed forms filed
with the RoC relating to (i) allotment of shares from the date of our incorporation up to the year 1995, (ii)
redemption of preference shares from the year 2007 to 2011, (iii) changes in name of the Company, and (iv)
changes in our authorised share capital on December 26, 1985 and September 27, 1990 respectively.

Despite having conducted search of our records and a search in the records of the RoC for the untraceable
documents, which was conducted by a practicing company secretary engaged by us, we have not been able
to trace the aforementioned documents. While we believe that we had filed these forms with the RoC in a
timely manner, we have not been able to obtain copies of these forms. Accordingly, we have relied on other
documents, including corresponding board and/or shareholder resolutions, where available, statutory
registers of members, allotment and share transfer, and audited financial statements for such matters, some
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of which record varying dates of such events. There may be inconsistencies between the date of filing of the
relevant forms filed with the RoC for allotment of shares to the President of India and the register maintained
noting the allotment made to the President of India. We cannot assure you that the above mentioned form
filings and resolutions will be available in the future or that we will not be subject to penalties imposed by
regulatory authorities in this respect.

We have relied on the independent search report by practising company secretary engaged by us and we
cannot assure you of the accuracy and completeness of the report.

Our Statutory Auditors have provided certain matter of emphasis in their audit report on our financial
statements in recent financial years.

Our Statutory Auditors have provided certain matter of emphasis in their audit report on our Restated
Standalone Financial Statements. The following table sets out the matter of emphasis from the Financial
Year 2013 to the Financial Year 2017 and for the six month period ended September 30, 2017:

Period Matter of emphasis

For the six a. Inrespect of certain leasehold properties, initial premium paid has been treated

months period as prepaid rent and charged on the basis of available information pending

ended execution of lease agreements.

September 30, b. Registration formalities are pending in respect of certain properties.

2017: ¢. Inrespect to the balances due from / to Indian Navy which are in the process
of reconciliation.

For the period a. Inrespect of certain leasehold properties, initial premium paid has been treated

ended March as prepaid rent and charged on the basis of available information pending

31, 2017: execution of lease agreements.

b. Registration formalities are pending in respect of certain properties.
¢. Inrespect to the balances due from / to Indian Navy which are in the process
of reconciliation.

For the period a. Inrespect of certain leasehold properties, initial premium paid has been treated
ended March as prepaid rent and charged on the basis of available information pending
31, 2016: execution of lease agreements.

b. Registration formalities are pending in respect of certain properties.

c. Balance of current assets, loans and advances, current liabilities, clearing
accounts is as per books of accounts and is under the process of reconciliation
and confirmation.

For the period a. Inrespect of certain leasehold properties, initial premium paid has been treated
ended March as prepaid rent and charged on the basis of available information pending
31, 2015: execution of lease agreements.

b. Registration formalities are pending in respect of certain properties.

c. Balance of current assets, loans and advances, current liabilities, clearing
accounts is as per books of accounts and is under the process of reconciliation
and confirmation.

d. Effect arising out of purchases accounted for on the basis of prices as per
purchase order for which adjustments to inventory / consumption is done at
the time of settlement, cannot be determined

For the period a. In respect of certain leasehold properties, depreciation has been charged on
ended March the basis of available information pending execution of lease agreements.
31, 2014: b. Registration formalities are pending in respect of certain properties.

c. Balance of current assets, loans and advances, current liabilities, clearing
accounts is as per books of accounts and is under the process of reconciliation
and confirmation.

d. Effect arising out of purchases accounted for on the basis of prices as per
purchase order for which adjustments to inventory / consumption is done at
the time of settlement, cannot be determined.

For the period a. In respect of certain leasehold properties, depreciation has been charged on
ended March the basis of available information pending execution of lease agreements.
31, 2013: b. Registration formalities are pending in respect of certain properties.

c. Balance of current assets, loans and advances, current liabilities, clearing
accounts is as per books of accounts and is under the process of reconciliation
and confirmation.
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Period Matter of emphasis

d. Effect arising out of purchases accounted for on the basis of prices as per
purchase order for which adjustments to inventory / consumption is done at
the time of settlement, cannot be determined

For further details, see “Management’s Discussion and Analysis of Financial Condition and Results of
Operation” on page 458.

Though we believe that we have been able to address some of these issues, if such matters of emphasis are
highlighted or such qualifications are contained in future audit reports, the price of our Equity Shares may
be adversely impacted.

The concept, preliminary and functional designs of the vessels being built by us are provided by the Indian
Navy and may be subject to change during the construction phase of the vessel

The concept, preliminary and functional design of the ‘P — 17A” stealth frigates and the ‘P — 15B’ destroyers
being built by us are provided by the Indian Navy. The Indian Navy has a right to make further design
changes during the construction phase of such vessels which may result in lengthier build times or delay in
the delivery of such vessels which may have a material and adverse effect on our financial condition and
results of operations.

We commence execution of our shipbuilding and submarine construction contracts prior to finalization
of the design and specifications for our ships and submarines. Delays in finalization of the design and
specifications of our shipbuilding and submarine construction projects or any modifications thereto may
have a material adverse effect on our business, financial condition and the results of operations.

We undertake the design of our shipbuilding and submarine construction projects using the telescopic design
process as part of sequential construction methodology. The final design of our warships are dependent upon
the type of weapons and sensors that are required to be installed. We are required to commence the execution
of our shipbuilding and submarine construction contracts despite delays by our customers and collaborators
in nominating, procuring and / or finalizing the specifications and the weapons, sensors and other equipment
that are required to be installed. We are therefore sometimes required to carry out design changes as
suggested by our customers post commencement of the construction of the ships and submarines.

As a result we may face difficulties in completion and successful closure of our shipbuilding and submarine
construction projects which may cause an adverse effect on our business, financial condition and the results
of operations.

Dependency on suppliers for timely delivery of raw materials, equipment and components and non —
adherence to the agreed timelines may adversely affect our delivery timelines

We are dependent on our suppliers for the timely delivery of the raw materials, equipment and components
such as steel, propulsion systems (including gas turbines, diesel engines, reduction gear boxes, shafting and
propellers), weapon systems, integrated platform management systems, heating, ventilation and air —
conditioning (“HVAC”) equipment and systems and combat management systems for our shipbuilding
projects and diesel alternator rectifier systems and valve for our products for our submarine construction
projects.

For certain raw materials, equipment and components, a limited number of vendors and suppliers. If we are
unable to source raw materials, equipment and components from alternative suppliers on a timely basis, our
production schedule may be delayed, thereby delaying the delivery of the vessel to our customers. In
addition, our profitability may also be adversely affected if we are unable to secure alternative sources of
such raw materials, equipment and components in a cost efficient manner or if we are unable to recover
liquidated damages from the defaulting suppliers and vendors.

We are highly dependent on the expertise of our key management personnel and our skilled workforce
and management for our operations. Our inability to retain such workforce or replace such management
may have an adverse effect on our business, financial condition and the results of operations

The successful completion of our projects and the running of our day-to-day operations and the planning

and execution of our business strategy depends significantly on our skilled and efficient senior management
team and other key personnel.
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In the past, several of our key management personnel had attained the age of superannuation in the same
year which to several of our highly experienced and skilled personnel leaving the workforce at the same
time due to them being members of the same batch of recruits of our Company. Although we have
implemented a succession scheme approved by the Board as well as initiated a structured training
programme for the middle management executives, we cannot assure you that we will be adequately
replacing such executives. This may lead to a lack of domain expertise for critical positions in the Company
which may adversely affect the business of the Company.

Our Chairman and Managing Director (Rakesh Anand), Director (Submarine & Heavy Engineering) (Rajiv
Lath), Director (Finance) (Sanjiv Sharma), Director (Corporate Planning and Personnel) (T.V. Thomas),
Director (Shipbuilding) (Anil K. Saxena), executive director (Finance) (A.K. lyer), executive director
(outsourcing) (H.M. Haryani) and executive director (east yard) (Hemant V. Karekar) have contributed to
the growth and development of the Company and we are dependent on our senior management team for
providing strategic direction, and managing our operations and relations with the MoD, which are crucial to
our success. Accordingly, the loss of one or more members of our senior management team could have an
adverse effect on our business, results of operations and financial condition.

Further, our ability to execute projects depends on our ability to attract, train, motivate and retain highly
skilled professionals due to the complex nature of our products. We face continuous challenges to recruit
and retain a sufficient number of suitably skilled personnel, due to the intense competition for skilled
shipyard labour in the country from other public and private shipyards. To the extent we lose such skilled
professionals, in particular naval architects, engineers and draftsmen through attrition, we will need to find
ways to successfully manage the transfer of critical knowledge from individuals leaving us to their
replacements.

If we cannot recruit and retain additional qualified personnel, our ability to bid on and obtain new projects
will be impaired and our revenues may decline. In addition, we may not be able to expand our business
effectively which may result in a material adverse effect on our business, financial condition and results of
operations.

Our quality assurance and quality control procedures may not therefore adequately identify all defect
products, non-conformation and poor workmanship which could adversely affect our reputation,
financial condition, growth and business prospects and results of operations

We have established a quality control department comprising of engineers and support personnel with
significant experience in the shipbuilding and submarine building industry, and we intend to further
strengthen this department. We expect to establish a set of quality control assurance and monitoring
procedures applicable to every stage of the vessel construction process. Testing and sea trials are also
expected to be conducted prior to delivery of the vessel to our customers.

However, there can be no assurances that our quality control department and quality control assurance and
monitoring procedures will identify all defects, poor workmanship or non-conformities to our customers’
specifications in respect of vessels which may result into claims that may adversely affect our reputation,
business, prospects, financial condition and results of operations.

Damage to the information technology equipment may adversely affect our ability to access our back —
up information critical for our business on a timely basis which may cause an adverse effect on our
business, financial condition and the results of operations.

Information technology plays an important role in our business by assisting us in conducting our business
activities, managing risks, implementing our internal control system and monitoring our business operations.
Our investment in information technology systems helps us to directly expedite processes, lower costs,
improve our efficiency and accuracy, reduces business continuity risks and enables a secure environment
and therefore is an essential element of our operational infrastructure.

In the event of a breakdown of an equipment of our information technology infrastructure, our ability to
access the back-up information critical for our business on a timely basis shall be severely inhibited which
may result in slowdown of our operational and management proficiency have an adverse effect on our
business, financial condition and the results of operations.

Our business could be negatively affected by cyber or other security threats or other disruptions.

31



33.

34.

As an Indian defence contractor, we face cyber threats, threats to the physical security of our facilities and
employees, and terrorist acts, as well as the potential for business disruptions associated with information
technology failures, data leakage, natural disasters or public health crises. For further details, please see “Our
Business” on page 132.

Although we have not experienced any cyber security threats in the past, we cannot assure you that our
Company, customers, suppliers and / or subcontractors shall not experience any cyber security threats, threats
to our information technology infrastructure and attempts to gain access to the sensitive information of our
Company. We have installed anti-virus software to prevent our systems and infrastructure from being
infected and crippled by computer viruses. All our internet facing servers installed at all our data centres as
well as at all our offices are also secured with firewalls and intrusion preventions systems to prevent hacking.
We cannot assure you that we will not experience security threats to our technology infrastructure in the
future.

We believe our threat detection and mitigation processes and procedures are adequate. However, the threats
we face may vary from attacks common to most industries to more advanced and persistent, highly organised
adversaries who target us because we protect national security information. If we are unable to protect
sensitive information, our customers or governmental authorities could question the adequacy of our threat
mitigation and detection processes and procedures. Due to the evolving nature of these security threats on a
continuous basis, the impact of any future incident cannot be predicted.

We rely on the safeguards put in place by our customers, suppliers and subcontractors to minimise the impact
of cyber threats, other security threats or business disruptions, which may affect the security of our
information. We cannot assure you that such safeguards put in place by our customers, suppliers and sub-
contractors will be adequate to prevent any leak, misuse or unauthorised use of the secured information
shared with them by us.

The costs related to cyber or other security threats or disruptions may not be fully insured or indemnified by
other means. Occurrence of any of these events could adversely affect our internal operations, the services
we provide to our customers, loss of competitive advantages derived from our research, design and
development efforts or other intellectual property, early obsolescence of our products and services, our future
financial results, our reputation or our stock price.

Our financing agreement contains certain restrictive covenants for certain activities that limit our
flexibility in operating our business. If we fail to meet our obligations, including financial and other
covenants under our debt financing arrangements, our business, results of operations and financial
condition could be adversely affected.

We have entered into a consortium with SBI, and as at February 28, 2018, our outstanding non-fund based
exposure was %9,173.61 million. The working capital consortium loan agreement includes restrictive
covenants which mandate certain restrictions in terms of our business operations such as change in capital
structure, formulation of any scheme of amalgamation or reconstruction, declaring dividends, further
expansion of business, change in controlling interest or in the management set-up, repayment of monies
brought in by the promoters/directors/principal shareholders, undertake guarantee obligations on behalf of
any third party, creation of any charge, lien or encumbrance over its undertaking, which require our Company
to obtain prior approval of the lenders for any of the above activities. For further details, see “Financial
Indebtedness” on page 489.

Any default under the financing agreement may limit our flexibility in operating our business, which could
have an adverse effect on our cash flows, results of operations and financial condition. We believe that our
relationships with our lenders are good, and we have in the past obtained consents from them to undertake
various actions and have informed them of our corporate activities from time to time.

Compliance with the various terms of such financing arrangements, however, is subject to interpretation and
there can be no assurance that we have requested or received all relevant consents from our lenders as
contemplated under our financing arrangements. It may be possible for a lender to assert that we have not
complied with all applicable terms under our existing financing documents. Further we cannot assure that
we will have adequate funds at all times to repay the credit facilities and may also be subject to demands for
the payment of penal interest.

High dependency on foreign sources for equipment, weapons, sensors and propulsion systems.
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We are dependent on foreign suppliers for sourcing of certain equipment, weapons, sensors and propulsion
systems. These items are restricted and selected only from approved list provided by the MoD and depend
on the decisions taken by the MoD. Therefore, we are restricted from sourcing alternative equipment,
weapons, sensors and propulsion systems in case such foreign suppliers become delinquent since testing and
trials for such items are generally undertaken at an advanced stage of the shipbuilding and submarine
construction process. In such scenario, we are constrained to continue to proceed with the same nominated
vendor for the purpose of delivering the vessels to our customers.

The procurement of these items from foreign countries may be adversely affected by strikes, unrest, war,
civil disturbances, changes in political ideologies, changes in export control regulations, occurrence of
natural disasters, changes in governmental regimes, social and ethnic instability and other political and
economic developments affecting such foreign countries.

Further, timely procurement of such items from certain foreign countries is also subject to compliance with
stringent export control regulations including obtaining of end — user certificates and other applicable laws
which may result in delays in our delivery schedules and time and cost overruns which may adversely impact
the business of the Company, financial condition and growth prospects. In addition, our profitability may
also be adversely affected as we are unable to secure alternative sources of such equipment, weapons, sensors
and propulsions systems.

We may face claims and incur additional rectification costs for defects and warranties in respect of our
vessels which could have a negative impact on our business, financial condition and results of operations.

We may face claims by our customers in respect of defects, poor workmanship or non-conformity to our
customers’ specifications in respect of vessels built by us and such claims could be substantial. Such claims
could also adversely affect our reputation and ability to grow our business.

In case of our shipbuilding contracts, we are required to provide a warranty period of 12 months for any
defect in equipment or material, from the time the customer takes over the vessel, that may develop under
proper use or faulty construction of the vessel. We may also be required to replace the defective portion and
will be responsible for a period of 12 months from the date of such replacement.

In case of our submarine contracts, we are required to provide a warranty period of 12 months for any defect
that may develop due to the faulty construction of the submarine from the time the customer takes over the
vessel. Further the submarine overseeing team has the right to reject any work or material which they
disapprove on quality, workmanship or not confirming to approved specifications and drawings. The
rejected work shall be redone or replaced subject to the satisfaction of the submarine overseeing team.

We generally renew the warranty period of the warships and submarines due to delay in the delivery of the
warship or submarine (as the case may be) and thereby incur additional costs for extension of the warranty
cover. Due to the length of the warranty period extended by us, we may be subject to claims from our
customers and we may incur additional costs if rectification work is required in order for us to satisfy our
obligations during the warranty period. We cannot assure that our warranty provisions will be sufficient to
cover the costs incurred for defects. If the costs of any rectification works exceed the warranty provisions
we have made, our business, financial condition, results of operations and prospects may be adversely
affected.

Shipbuilding and submarine — building expose us to potential liabilities that may not be covered by
insurance.

We maintain what we believe to be appropriate insurance coverage. Our operations are subject to inherent
risks, such as equipment defects, malfunctions and failures, equipment misuse and natural disasters that can
result in fires and explosions. We maintain a standard fire and special perils policy. Our activities involve
the fabrication and refurbishment of large steel structures, the operation of cranes and other heavy machinery
and other operating hazards. These risks could expose us to substantial liability for personal injury, wrongful
death, product liability, property damage, pollution and other environmental damages. We have availed
insurance policies for specific risks such as, contractors plant and machinery, marine cargo policy, hull and
machinery, motor vehicles, standard fire and special perils policy and burglary floater declaration insurance
policies for raw materials and stocks, special contingency policy, group health policy covering the group
hospitalization of employees, money insurance policy for cash in safe and in transit, fidelity floating
guarantee policy, public liability act policy, commercial general liability and directors’ and officers' liability
insurance policy. We cannot assure you that our current insurance policies will insure us fully against all
risks and losses that may arise in the future. In addition, even if such losses are insured the amount of the
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loss may exceed our coverage for the loss. Similarly, although we have obtained insurance for our employees
as required by Indian laws and regulations, as well as our important properties and assets, our insurance may
not be adequate to cover all potential liabilities. There is no assurance that insurance will be generally
available in the future or, if available, that premiums will be commercially justifiable. If we incur substantial
liability and the damages are not covered by insurance or exceed policy limits, or we are unable to obtain
liability insurance, our business, results of operations and financial condition could be materially adversely
affected.

Our Restated Financial Statements may not be comparable.

Our Restated Financial Statements included in this Draft Red Herring Prospectus for the Financial Years
2013 and 2014 have each been prepared in accordance with Indian GAAP and reporting guidelines
prescribed by Indian regulatory authorities applicable as of the relevant applicable dates. Our Restated
Financial Statements included in this Draft Red Herring Prospectus for the Financial Years 2017, 2016, 2015
and for the six month period ended September 30, 2017 have each been prepared in accordance with Ind AS
and reporting guidelines prescribed by Indian regulatory authorities applicable as of the relevant applicable
dates. As a result, our financial statements for the Financial Years 2013 and 2014 may not be comparable
with our financial statements for the Financial Years 2017, 2016, 2015 and for the six month period ended
September 30, 2017.

We face the risk of unsatisfactory quality of work performed by our subcontractors which could result in
a negative impact on our business, reputation, financial condition and results of operations.

We rely substantially on subcontractors for our labour requirements. Instead of maintaining a large number
of full time employees, we employ a significant number of contract labour and production workers, which
we can increase or decrease to suit our requirements. We may outsource certain aspects of our shipbuilding
work, such as the production of certain vessel sub-assemblies and structural sections, from time to time, to
our contractors. Despite our best efforts, inspection supervision and quality management system, these
subcontractors may use poor quality or defective sub-components or underqualified or less skilled workers,
and as a result, a substandard quality of delivered vessel could adversely impact our reputation. Furthermore,
our subcontractors may not report safety concerns. This may lead to increased costs borne by us, which could
adversely affect our business, reputation, financial condition, results of operations and prospects and our
relationships with our customers. In addition, should our subcontractors default on their contractual
obligations or be unable to complete their work according to specifications on schedule, our ability to deliver
the vessels to our customers in accordance with the quality or timing may be compromised, which could
have a material adverse effect on our business, financial condition, results of operations and prospects. We
also assume liability for the work undertaken by the subcontractors in connection with any design or
engineering work and hence, any failure on the part of our sub-contractors to perform their obligations in a
timely manner or at all could adversely affect our operations, financial conditions and cash flows.

Developing production inputs, management of data are heavily dependent on Information Technology
enabled infrastructure and are also dependent on software which is license based.

We are dependent on our information technology infrastructure to conduct our business activities, manage
risks, implement our internal control systems and manage and monitor our business operations. Our
investment in information technology (IT) entails data management and recovery, cyber security and design
data security which helps us to directly expedite processes, lowering of cost, improvement in efficiency and
accuracy, reducing business continuity risks and enables a secure environment and therefore is an essential
element of our operational infrastructure. We use an integrated IT system through SAP such as Enterprise
Resource Planning (ERP), Document Management System (DMS), and various design softwares for major
aspects of our business, including shipbuilding, submarine construction as well as our administrative, finance
and corporate departments. We rely on third party information technology service providers to maintain and
upgrade our systems and have contracted information technology companies widely accepted in our industry
to construct and improve our information technology infrastructure. A failure or breakdown of any part of
our information technology infrastructure can interrupt our normal business operations, result in a slowdown
in operational and management efficiency and impact our ability to meet our construction schedules. A
serious dispute with our information technology service providers or termination of our licensing agreements
or service contracts or the service provider being unavailable or its business being wound up can impact our
ability to upgrade our information technology infrastructure on a timely and cost-effective basis, which is
critical to maintaining our competitiveness. If any of these events occur, our business, financial condition
and result of operations may be adversely affected.
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40. We have had negative net cash flows in the past and may continue to have negative cash flows in the

future.

We had negative cash flow from our operating and financing activities and net cash and cash equivalent as

set out below:

(R in millions)
For the six month For the Financial Year ended March 31,
period ended 2017 2016 2015 2014 2013
September 30,
2017
Net  cashflow 1,927.83 | (10,092.69) 3,771.32 | (4,789.79) | (8,686.32) | 2,016.00
from (used in)
operating
activities
Net  cashflow 2,514.59 4,941.26 4,261.84 4,375.34 5,187.72 | 3,833.10
from (used in)
investing
activities
Net  cashflow - (2,397.50) | (1,204.30) | (1,200.20) | (1,170.90)
from (used in) (1,166.60)
financing
activities
41. Our business is expected to become more diversified and our historical results of operations may not be

42.

indicative of our future performance. Failure to successfully implement our new business model, execute
our new business strategies or develop new business may materially and adversely affect our business,
financial condition, results of operations and prospects.

We intend to execute new business strategies or develop new business such as export of our products to the
international markets, focus on ship repair facility and augmentation of infrastructure and enhancing our
manufacturing capacity.

The implementation of these strategies depends on a number of factors including, among other things,
absence of adverse changes in the Indian and global markets, the availability of funds, less competition,
government policies and our ability to retain and recruit competent employees. Some of the factors are
beyond our control and by nature, are subject to uncertainty. There is no assurance that our strategies can be
implemented successfully. Any failure or delay in the implementation of any or all of these strategies may
have a material adverse effect on our profitability and prospects. There can be no assurance that our revenues
or profits will continue to increase or that our profit margin will not significantly decrease or that we will
not experience losses from our new businesses. As a result, our historical results of operations may not be
indicative of our future performance.

We have contingent liabilities in our balance sheet, as restated, as on September 30, 2017. The realization
of our contingent liabilities may adversely impact our profitability and may have a material adverse effect
on our results of operations and financial condition.

The following are the contingent liabilities on a consolidated basis in our balance sheet, as restated, as at
September 30, 2017:
(% in million)
Brief description of nature and obligations as
on September 30, 2017

Particulars

Amounts for which Company may be
contingently liable:

Estimated amount of contracts remaining to be 915.90
executed on capital account.

Position of non-fund based limits utilized for

(a) Letters of credit 11,369.53
(b) Guarantees and counter guarantee 80.49
Indemnity Bonds issued by the Company to 483,170.40

customers for various contracts.
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Particulars Brief description of nature and obligations as
on September 30, 2017

Bonus to eligible employees as per Payment of 46.70
Bonus Act for the year 2014-15.

Claims against the Company pending under
litigation not acknowledged as debts in respect of
claims made by:

Suppliers and sub-contractors 63.80
Others 348.70
Interest on (i) and (ii) above 1,274.20

Amounts paid / payable by Company and
reimbursable by Customers in the matters under
dispute pending at various Assessment /
Appellate Authorities relating to:

Sales Tax * 11,228.70
Excise Duty

a) On Vendors 18.00
b) On MDL 2.70

Appeals against disputed tax demands pending
before Adjudicating / Appellate Authorities not
provided for in matters relating to:

Excise Duty 1.50
Service Tax* (including interest and penalties) 687.70
Income Tax 441.80

Appeals pending against disputed demands
pending before Adjudicating / Appellate
authorities

Custom Duty 2.80
* Against the above claim, part payments of ¥61.40 million (In 2017: ¥58.40 million, 2016: ¥58.40 million,
2015: %57.40 million) have been made under protest.

If any of these actually occur in the future, they may adversely impact our profitability and may have a
material adverse effect on our business, financial condition and our results of operations.

We are subject to risks arising from currency exchange rate fluctuations, which could adversely affect
our business, financial condition and results of operations.

Changes in currency exchange rates may influence our results of operations. At the time of bidding for
projects, we are required to submit bids in Indian rupees even for items /equipment procured from foreign
sources indicate base rate and date of exchange considered and indicate the fixed cost elements. Any
currency exchange rate fluctuations subsequent to the date of entering into the contract are payable to us
under such contracts. We have in the past incurred losses during the execution of ‘P — 15B’ destroyers
contract due to currency exchange rate fluctuations.

Due to long gestation period of our contracts, there may be currency exchange rate fluctuations between the
date of submission of bids and the date of entering into of such contracts or placement of orders.

Therefore, we may incur losses in the future which may result in losses to our business, financial conditions
and the results of our operations.

We are subject to compulsory expropriation by the Gol of any critical technology developed by us which
may have an adverse effect on our business, financial condition and results of operations.

The Gol as a controlling shareholder may issue directives with respect to the conduct of our business or our
affairs for as long as we remain a government owned company, as defined under the Companies Act, 2013.
Further, under Article 128 of the Articles of Association of the Company, the President of India may from
time to time issue such direction as it may consider necessary in regard to the exercise and performance of
the functions of our Company in matters involving national security or substantial public interest, and in like
manner, may vary and annul any such directions and our Board shall duly comply with and give immediate
effect to the directions so issued.
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In light of the above, the Gol may issue directives for compulsory expropriation of any critical technology
developed by the Company which may be deemed necessary due to reasons of national security or substantial
public interest. Any such action in respect of any of the technology in which we are investing or may invest
in the future may adversely affect our business, financial condition or results of operations.

In particular, given the importance of the defence industry to the Indian economy, the Gol could require us
to take actions designed to serve public interest and not necessarily maximize our profits.

There may be significant independent press coverage about our Company and this Offer, and we strongly
caution you not to place reliance on any information contained in press articles, including, in particular,
any financial projections, valuations or other forward-looking information, and any statements that are
inconsistent with the information contained in this Draft Red Herring Prospectus.

There may be significant press coverage about our Company and this Offer, that may include financial
projections, valuations and other forward-looking information, as well as statements that are inconsistent or
conflict with the information contained in this Draft Red Herring Prospectus. We do not accept any
responsibility for the accuracy or completeness of such press articles, and we make no representation or
warranty as to the appropriateness, accuracy, completeness or reliability of any of the projections, valuations,
forward-looking information, or of any assumptions underlying such projections, valuations, forward-
looking information or any statements are inconsistent or conflict with the information contained in this
Draft Red Herring Prospectus, included in or referred to by the media.

We have in the past entered into related party transactions and may continue to do so in the future and
there can be no assurance that we could not have achieved more favourable terms if such transactions
had not been entered into with related parties

In the ordinary course of our business, we have entered into transactions with related parties. While we
believe that all related party transactions that we have entered into are legitimate business transactions
conducted on an arms’ length basis, there can be no assurance that we could not have achieved more
favourable terms if such transactions had not been entered into with related parties. Furthermore, it is likely
that we will continue to enter into related party transactions in the future. There can be no assurance to you
that these or any future related party transactions that we may enter into, individually or in the aggregate,
will not have an adverse effect on our business, financial condition, results of operations and prospects.
Further, the transactions we have entered into and any future transactions with our related parties have
involved or could potentially involve conflicts of interest which may be detrimental to our Company. For
further details regarding our related party transactions, see “Related Party Transactions” on page 189.

Our Group Company may be engaged in a business similar to our Company which may create a conflict
of interest

Our Group Company, pursuant to its Memorandum of Association is authorised to carry out common
business objects with our Company. As a result, conflicts of interest may arise in allocating or addressing
business opportunities and strategies amongst our Company and our Group Company.

As we do not have any non—-compete agreements in place with our Group Company, there is a conflict of
interest between our Company and the Group Company. For further details please see “Our Promoter,
Promoter Group and Group Company” on page 185.

As a result of commonality in business between our Company and our Group Company, there could be
possibilities where business opportunities which could be available to us may be directed to the Group
Company instead. Thus, all these may be a potential source of conflict of interest for us and may have an
adverse effect on our operations.

If we are unable to establish and maintain an effective system of internal controls and compliances our
business and reputation could be adversely affected. Lack of monitoring each element of cost may result
into cost overruns which in turn may lead to losses in case of fixed contracts. Non — maintenance of timely
and accurate records for any contractual breaches either by our Company or by any vendor / sub—
contractor may cause an adverse effect on our business.

We manage regulatory compliance by monitoring and evaluating our internal controls, and ensuring that we
are in compliance with all relevant statutory and regulatory requirements.
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Our Company has a monitoring system to monitor our progress against the terms and conditions as laid down
in our customer agreements, identify any issues and take necessary corrective and preventive actions for
monitoring compliance guaranteed service levels as per the required parameters. We have a dedicated team
involved in resource planning and workforce management that, on a regular basis, monitor the costs incurred
for various works performed by us and provide feedback for corrective actions where required in order to
effectively meet the commitments in our customer agreements.

Our yard efforts have various cost elements such as labour, labour and material overhead, facility hire,
subcontract, direct expenses (i.e. expenses towards salary of executives), own plant usage (OPU), SOT
expenses etc. Our Company does not have a mechanism in place for monitoring and controlling each element
of cost with regard to yard efforts. In the absence of comprehensive monitoring of each cost element, there
may be incidences of cost overruns, which may lead to losses in case of fixed contracts that have been entered
into by our Company.

Our Company maintains a hindrance register which provides for the list of items and the availability of work-
front for carrying out the works, the various hindrances faced, the status of completion as per the contractual
terms and other details which help in determining the occurrence of delays for the purposes of any invocation
of liquidated damages either by us or our sub — contractors and vendors. The entries are vetted by an
authorised representative of the vendor / sub — contractor and the Company as a matter of practice in order
to ensure that the entries made in the hindrance register are agreeable to both the vendor / sub — contractor
and the Company and there is no dispute in respect of the same.

In the event that there is any omission or inaccuracy in of the information in the hindrance register, the
liquidated damages and other consequences of default that are either payable by the vendor / sub — contractor
or the Company cannot be accurately quantified and attributed. Such difficulty in attributing accountability
to the vendor / sub — contractor would adversely affect our ability to claim any reimbursements or refunds
from our vendors/ sub contractors.

Further, in the event a vendor / sub-contractor alleges any delay or contractual breach on part of our Company
in the execution of any project and proposes to invoke liquidated damages and other consequences of such
alleged default, it may be difficult for our Company to defend such claims in the absence of timely and
accurate maintenance of records in the hindrance register. Therefore, such non — maintenance of timely and
accurate records under the hindrance register may lead to an adverse effect on our business, financial
conditions and the results of operation.

Risk involved in investment in solar projects

Solar power projects typically generate revenue only after becoming commercially operational, once they
start to sell electricity to the power grid. We have recently entered into a memorandum of understanding
with BEL and HAL for the purpose of setting up of 150 MW grid connected solar power plants in ordnance
factory estate on nomination basis under developer mode.

For the solar projects, there is potential investment risk involved which is associated with the development
cost and return on investment. Further, there is a risk that the project may not materialise due to the financial
viability of the project or any of the companies not performing their respective obligations as part of the
MoU.

We have not independently verified certain data in this Draft Red Herring Prospectus.

We have not independently verified data from the report titled “Indian commercial and warship building
and ship repairing industry report” published on March, 2018 prepared by CRISIL Limited contained in
this Draft Red Herring Prospectus and although we believe the sources mentioned in the report to be reliable,
we cannot assure you that they are complete or reliable.

Such data may also be produced on a different basis from comparable information compiled with regards to
other countries. Therefore, discussions of matters relating to India, its economy or the industries in which
we operate that is included herein are subject to the caveat that the statistical and other data upon which such
discussions are based have not been verified by us and may be incomplete, inaccurate or unreliable. Due to
incorrect or ineffective data collection methods or discrepancies between published information and market
practice and other problems, the statistics herein may be inaccurate or may not be comparable to statistics
produced elsewhere and should not be unduly relied upon. Further, we cannot assure you that they are stated
or compiled on the same basis or with the same degree of accuracy, as the case may be, elsewhere.
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Our ability to pay dividends in the future will depend on number of factors, including, our profit after tax
for the fiscal year, utilisation of the profit after tax towards reserves, our future expansion plans and
capital requirements, our financial condition, our cash flows and applicable taxes, including dividend
distribution tax payable by our Company, and the payments shall be subject to the CPSE Capital
Restructuring Guidelines.

Our ability to pay dividends in the future will depend on number of factors, including our profit after tax for
the fiscal year, utilisation of the profit after tax towards reserves, our future expansion plans and capital
requirements, our financial condition, our cash flows and applicable taxes, including dividend distribution
tax payable by our Company. Any future determination as to the declaration and payment of dividends will
be at the discretion of our Board and subsequent approval of shareholders and will depend on factors that
our Board and shareholders deem relevant. We may decide to retain all our earnings to finance the
development and expansion of our business and, therefore, may not declare dividends on our Equity Shares.
We cannot assure you that we will be able to pay dividends in the future.

In accordance with the CPSE Capital Restructuring Guidelines, our Company is required to pay a minimal
annual dividend of 30% of its PAT or 5% of its net worth, whichever is higher, unless an exemption is
provided in accordance with this guideline. For further details, see “Dividend Policy” on page 190.

We do not conduct regular training programmes and safety sanitization programmes for the personnel
employed on contractual basis and for the human resources and workforce deployed by our sub —
contractors for taking part in the projects of our Company.

We are regularly required to recruit independent contractors who in turn engage on site contractor and sub-
contractors for conducting our operations at our sites. We are unaware of the level of training imparted to
these workers since we do not conduct regular training programmes and safety sanitisation programmes for
involving these workers in the various projects. This may result in material delays or drop in the quality of
work or create other health and safety issues which may adversely affect our reputation and business and
may result in liabilities.

EXTERNAL RISK FACTORS

53.

54.

Significant differences exist between Indian GAAP and other accounting principles, such as US GAAP,
Ind AS and IFRS, which may be material to investors’ assessments of our financial condition.

Our Company is required to prepare annual and interim financial statements under Indian Accounting Standards
(“Ind AS”) from the current financial year as required under Section 133 of the Companies Act 2013 read with
Circular SEBI/HO/CFD/DIL/CIR/P/2016/47 dated March 31, 2016. We have not attempted to quantify the
impact of Ind AS on the financial data included in this Draft Red Herring Prospectus, nor do we provide a
reconciliation of our financial statements to those of Ind AS. Ind AS differs in significant respects from
Indian GAAP. Accordingly, the degree to which the Indian GAAP financial statements, which are restated
as per SEBI ICDR Regulations included in this Draft Red Herring Prospectus will provide meaningful
information is entirely dependent on the reader’s level of familiarity with Indian accounting practices. Any
reliance by persons not familiar with Indian accounting practices on the financial disclosures presented in
this Draft Red Herring Prospectus should accordingly be limited.

We may be affected by competition law in India and any adverse application or interpretation of the
Competition Act could in turn adversely affect our business.

The Competition Act was enacted for the purpose of preventing practices that have or are likely to have an
adverse effect on competition in India and has mandated the CCI to separate such practices. Under the
Competition Act, any arrangement, understanding or action, whether formal or informal, which causes or is
likely to cause an appreciable adverse effect on competition is void and attracts substantial penalties.

Further, any agreement among competitors which, directly or indirectly, involves determination of
purchase or sale prices, limits or controls production, or shares the market by way of geographical area or
number of subscribers in the relevant market is presumed to have an appreciable adverse effect in the
relevant market in India and shall be void. The Competition Act also prohibits abuse of a dominant position
by any enterprise. On March 04, 2011, the Central Government notified and brought into force the
combination regulation (merger control) provisions under the Competition Act with effect from June 01,
2011. These provisions require acquisitions of shares, voting rights, assets or control or mergers or
amalgamations that cross the prescribed asset and turnover based thresholds to be mandatorily notified to,
and pre-approved by, the CCI. Additionally, on May 11, 2011, the CCl issued the Competition Commission
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of India (Procedure for Transaction of Business Relating to Combinations) Regulations, 2011, as amended,
which sets out the mechanism for implementation of the merger control regime in India.

The Competition Act aims to, among other things, prohibit all agreements and transactions which may have
an appreciable adverse effect in India. Consequently, all agreements entered into by us could be within the
purview of the Competition Act. Further, the CCI has extra-territorial powers and can investigate any
agreements, abusive conduct or combination occurring outside of India if such agreement, conduct or
combination has an appreciable adverse effect in India. However, the impact of the provisions of the
Competition Act on the agreements entered into by us cannot be predicted with certainty at this stage. We
are not currently party to any outstanding proceedings, nor have we received notice in relation to non-
compliance with the Competition Act or the agreements entered into by us. However, if we are affected,
directly or indirectly, by the application or interpretation of any provision of the Competition Act, or any
enforcement proceedings initiated by the CCI, or any adverse publicity that may be generated due to scrutiny
or prosecution by the CClI or if any prohibition or substantial penalties are levied under the Competition Act,
it would adversely affect our business, financial condition, results of operations and prospects.

Changing laws, rules and regulations and legal uncertainties, including adverse application of tax laws
and regulations, may adversely affect our business, results of operations and cash flows.

Our business, results of operations and cash flows could be adversely affected by unfavourable changes in
or interpretations of existing, or the promulgation of new laws, rules and regulations applicable to our
business and operations.

There can be no assurance that the Gol may not implement new regulations and policies which will require
us to obtain approvals and licenses from the Gol or other regulatory bodies or impose onerous requirements
and conditions on our business and operations. Any such changes and the related uncertainties with respect
to the implementation of the new regulations may have an adverse effect on our business, results of
operations and cash flows. In addition, we may have to incur capital expenditures to comply with the
requirements of any new regulations, which may also affect our results of operations and cash flows. See
“Key Regulations and Policies” on page 146 for details of the laws, rules and regulations currently applicable
to us.

The regulatory and policy changes, including the instances mentioned below, may adversely affect our
business, results of operations, financial condition and prospects, to the extent that we are unable to suitably
respond to and comply with any such changes in applicable law and policy.

The Ministry of Finance has in the union budget for 2018-19 proposed to include a proposal to withdraw an
exemption previously granted in respect of payment of long term capital gains tax. Accordingly, such tax may
become payable by the investors from April 01, 2018. As such, there is no certainty on the impacts that the
Finance Bill, 2018 may have on our business and operations or on the industry in which we operate.

Our business is substantially affected by prevailing economic, political and other prevailing conditions in
India.

Our Company is incorporated in India, and almost all our assets and employees are located in India. As a
result, we are highly dependent on prevailing economic conditions in India and our results of operations are
significantly affected by factors influencing the Indian economy. Factors that may adversely affect the Indian
economy, and hence our results of operations, may include:

e any increase in Indian interest rates or inflation;

e any exchange rate fluctuations;

any scarcity of credit or other financing in India, resulting in an adverse impact on economic
conditions in India and scarcity of financing of our developments and expansions;

e prevailing income conditions among Indian consumers and Indian corporations;

e volatility in, and actual or perceived trends in trading activity on, India’s principal stock exchanges;

e changes in India’s tax, trade, fiscal or monetary policies;

e political instability, terrorism or military conflict in India or in countries in the region or globally,
including in India’s various neighbouring countries;

e occurrence of natural or man-made disasters;

e prevailing regional or global economic conditions, including in India’s principal export markets;

e any downgrading of India’s debt rating by a domestic or international rating agency;

¢ financial instability in financial markets; and
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o other significant regulatory or economic developments in or affecting India or its natural gas sector.

Any slowdown or perceived slowdown in the Indian economy, or in specific sectors of the Indian economy,
could adversely impact our business, results of operations and financial condition and the price of the Equity
Shares.

Holders of Equity Shares may be restricted in their ability to exercise pre-emptive rights under Indian law
and thereby suffer future dilution of their ownership position.

Under Section 62 of the Companies Act, a company incorporated in India must offer its equity shareholders
pre-emptive rights to subscribe and pay for a proportionate number of equity shares to maintain their existing
ownership percentages prior to issuance of any new equity shares, unless the pre-emptive rights have been
waived by the adoption of a special resolution by holders of three-fourths of the equity shares voting on such
resolution.

However, if the laws of the jurisdiction that you are in do not permit the exercise of such pre-emptive rights
without our filing an offering document or a registration statement with the applicable authority in such
jurisdiction, you will be unable to exercise such pre-emptive rights. If we elect not to file an offering
document or a registration statement, the new securities may be issued to a custodian, who may sell the
securities for your benefit. The value such custodian receives on the sale of any such securities and the related
transaction costs cannot be predicted. To the extent that you are unable to exercise pre-emptive rights
available in respect of the equity shares, your proportional interests in our Company may be reduced by the
new equity shares that are issued by our Company.

Natural disasters, acts of war, political unrest, epidemics, terrorist attacks or other events which are
beyond our control, may cause damage, loss or disruption to our business and have an adverse impact on
our business, financial condition, results of operations and growth prospects.

We generally bear the risk of loss of raw materials or equipment and components in transit after our suppliers
ship the same to us. We may face the risk of loss or damage to our properties, machinery and inventories due
to natural disasters, such as snow storms, typhoons and flooding. Acts of war, political unrest, epidemics and
terrorist attacks may also cause damage or disruption to us, our employees, our facilities and our markets, any
of which could materially and adversely affect our sales, costs, overall operating results and financial condition.
The potential for war or terrorist attacks may also cause uncertainty and cause our business to suffer in ways
that we cannot predict. In addition, certain Asian countries, including Hong Kong, China, Singapore and
Thailand, have encountered epidemics such as severe acute respiratory syndrome, or SARS and incidents of
avian influenza, or H5N1 bird flu. Past occurrences of epidemics have caused different degrees of damage to
the national and local economies in India. A recurrence of an outbreak of SARS, avian influenza or any other
similar epidemic could cause a slowdown in the levels of economic activity generally, which may adversely
affect our business, financial condition and results of operations. In the event any loss exceeds our insurance
coverage or is not covered by our insurance policies, we will bear the shortfall. In such an event, our business,
financial condition and results of operations could be materially and adversely affected.

Any future issuance of our Equity Shares may dilute your shareholdings and sales of our Equity Shares
may adversely affect the trading price of our Equity Shares.

Any future equity issuances by us may lead to the dilution of investors’ shareholdings in our Company. In
addition, any sales of substantial amounts of our Equity Shares in the public market after the completion of
the Offer, or the perception that such sales could occur, could adversely affect the market price of our Equity
Shares and could impair the future ability of our Company to raise capital through offerings of our Equity
Shares. We also cannot predict the effect, if any, that the sale of our Equity Shares or the availability of these
Equity Shares for future sale will have on the market price of our Equity Shares.

Foreign investors are subject to foreign investment restrictions under Indian law, which may adversely
affect the market price of our Equity Shares.

Under the foreign exchange regulations currently in force in India, transfers of equity shares between non-
residents and residents are permitted (subject to certain exceptions) if they comply with inter alia, the
pricing guidelines and reporting requirements specified by the RBI. If the transfer of equity shares is not in
compliance with such pricing guidelines or reporting requirements, or falls under any of the prescribed
exceptions, prior approval of the RBI will be required. Additionally, shareholders who seek to convert the
Indian Rupee proceeds from a sale of equity shares in India into foreign currency and repatriate any such
foreign currency from India will require a no-objection/tax clearance certificate from the Indian income
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tax authorities. We cannot assure you that any required approval from the RBI or any other government
agency can be obtained in a timely manner or on any particular terms or at all. Owing to possible delays in
obtaining requisite approvals, investors in our Equity Shares may be prevented from realizing gains during
periods of price increase or limiting their losses during periods of price decline.

You will not be able to immediately sell any of our Equity Shares you purchase in the Offer on an Indian
Stock Exchange.

Our Equity Shares will be listed on the Stock Exchanges. Pursuant to Indian regulations, certain actions must
be completed before the Equity Shares can be listed and trading may commence. Investor’ book entry, or
demat accounts, with depository participants in India are expected to be credited within two working days
of the date on which Allotment is approved by the designated stock exchange. Thereafter, upon receipt of
final listing and trading approval from the Stock Exchanges, trading in the Equity Shares is expected to
commence within six Working Days from the date of Bid/Offer closure.

We cannot assure you that the Equity Shares will be credited to investors’ demat accounts, or that trading in
the Equity Shares will commence, within the time periods specified above.

You may be subject to Indian taxes arising out of capital gains on the sale of our Equity Shares.

Under current Indian tax laws, unless specifically exempted, capital gains arising from the sale of our Equity
Shares are generally taxable in India. Any gain realised on the sale of listed equity shares on a stock exchange
held for more than 12 months will not be subject to capital gains tax in India if Securities Transaction Tax
(“STT”) has been paid on the transaction. STT will be levied on and collected by a domestic stock exchange
on which the equity shares are sold. Any gain realised on the sale of equity shares held for more than 12 months,
which are sold other than on a recognised stock exchange and on which no STT has been paid to an Indian
resident, will be subject to long term capital gains tax in India. Further, any gain realised on the sale of listed
equity shares held for a period of 12 months or less which are sold other than on recognised stock exchanges
and on which STT has been paid, will be subject to short term capital gains tax in India. Capital gains arising
from the sale of the equity shares will be exempt from taxation in India in cases where the exemption from
taxation in India is provided under a treaty between India and the country of which the seller is resident.
Generally, Indian tax treaties do not limit India’s ability to impose tax on capital gains. As a result, residents
of other countries may be liable for tax in India as well as in their own jurisdiction on a gain upon the sale
of our Equity Shares. The Ministry of Finance has in the union budget for 2018-19 proposed that any gain
in excess of 100,000 realised on the sale of listed equity shares on a stock exchange held for more than 12
months will be subject to long term capital gains tax of 10% without allowing any benefit of indexation.
However, all gains up to January 31, 2018 will be grandfathered. Capital gains arising from the sale of equity
shares will be exempt from taxation in India in cases where an exemption is provided under a treaty between
India and the country of which the seller is a resident. Generally, Indian tax treaties do not limit India’s
ability to impose tax on capital gains. As a result, residents of other countries may be liable for tax in India
as well as in their own jurisdictions on gains arising from a sale of equity shares.

Our Promoter will continue to control us post listing of our Equity Shares.

Upon the completion of this Offer, our Promoter will hold approximately [®] Equity Shares, or
approximately [®]% of our post-Offer paid up equity share capital. Consequently, our Promoter will continue
to control us and will have the power to elect and remove our directors and determine the outcome of most
proposals for corporate action requiring approval of our Board or Shareholders, such as proposed five-year
plans, revenue budgets, capital expenditure, dividend policy, transactions with other Gol controlled
companies. Under the Companies Act, we will continue to be a public sector undertaking which is owned
and controlled by the President of India. This may affect the decision making process in certain business and
strategic decisions taken by our Company going forward.

Announcements by the Gol or the Maharashtra Government relating to increased wages for government
and public sector employees will increase our expenses and may adversely affect our financial condition
in the years of implementation.

The Department of Public Enterprises (“DPE”) only related to above has required government enterprises
to implement salary increases for the Board of Directors of our Company and for employees below board
level executives and non-unionized supervisors as determined by the respective boards and management
of the relevant government enterprises within a certain guideline set by the DPE. These governmental
measures increase our labour costs and the next pay revision for non-unionised officers and employees was
due w.e.f. January 01, 2017 and a revision of the wage settlement agreement with unionised workmen w.e.f.
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January 01, 2017. Although no further directives have been received from the Gol in relation to wage
negotiations and no wage negotiations have begun, any announcements by the Gol relating to increased
wages for government and public sector employees will increase our expenses and may adversely affect
our operating results and financial condition.

Investors may not be able to enforce a judgment of a foreign court against our Company.

Our Company is incorporated under the laws of India. Our Company’s Directors and Key Management
Personnel are residents of India and our assets are located in India. As a result, it may not be possible for
investors to affect service of process upon our Company or such persons in jurisdictions outside India, or to
enforce against them judgments obtained from courts outside India. India has reciprocal recognition and
enforcement of judgments in civil and commercial matters with only a limited number of jurisdictions, which
include the United Kingdom, Singapore and Hong Kong. The United States has not been declared as a
reciprocating territory for the purposes of the Code of Civil Procedure, 1908 (“Civil Code™) and thus a
judgment of a court outside India may be enforced in India only by a suit and not by proceedings in execution.
In order to be enforceable, a judgment from a jurisdiction with reciprocity must meet certain requirements of
the Civil Code. The Civil Code only permits the enforcement of monetary decrees, not being in the nature of
any amounts payable in respect of taxes, other charges, fines or penalties and does not include arbitration
awards. Therefore, a final judgment for the payment of money rendered by any court in a non-reciprocating
territory for civil liability, whether or not predicated solely upon the general laws of the non-reciprocating
territory, would not be enforceable in India. Even if an investor obtained a judgment in such a jurisdiction
against us, our officers or directors, it may be required to institute a new proceeding in India and obtain a decree
from an Indian court. However, the party in whose favour such final judgment is rendered may bring a fresh
suit in a competent court in India, based on a final judgment that has been obtained in a non-reciprocating
territory, within three years of obtaining such final judgment. It is unlikely that an Indian court would award
damages on the same basis, or to the same extent, as was awarded in a final judgment rendered by a court in
another jurisdiction, if the Indian court believes that the amount of damages awarded was excessive or
inconsistent with public policy in India. In addition, any person seeking to enforce a foreign judgment in
India is required to obtain prior approval of the RBI, to repatriate any amount recovered pursuant to the
execution of the judgment.

Rights of shareholders under Indian laws may be more limited than under the laws of other jurisdictions.

Indian legal principles related to corporate procedures, directors’ fiduciary duties and liabilities, and
shareholders’ rights may differ from those that would apply to a company in another jurisdiction.
Shareholders’ rights including in relation to class actions, under Indian law may not be as extensive as
shareholders’ rights under the laws of other countries or jurisdictions. Investors may have more difficulty in
asserting their rights as shareholder in an Indian company than as shareholder of a corporation in another
jurisdiction.

Our ability to raise foreign capital may be constrained by Indian law.

As an Indian company, we are subject to exchange controls that regulate borrowing in foreign currencies.
Such regulatory restrictions limit our financing sources for our projects and hence could constrain our ability
to obtain financing on competitive terms and refinance existing indebtedness. In addition, we cannot assure
you that any required regulatory approvals for borrowing in foreign currencies will be granted to us without
onerous conditions, or at all. Limitations on foreign debt may have an adverse effect on our business growth,
financial condition, cash flows and results of operations.

Prominent Notes

Initial public offering of [®] Equity Shares of face value 310 each of our Company, for cash at a price of [e]
per Equity Share aggregating up to X[e] million, through an Offer for Sale by the Selling Shareholder. The
Offer comprises a Net Offer and the Employee Reservation Portion. The Offer and Net Offer shall constitute
[®]% and 10.00% respectively of the post-Offer paid-up Equity Share capital of our Company. The Selling
Shareholder and our Company may offer a discount of [e] per Equity Share to the Retail Individual Investors
and the Eligible Employees, Bidding in the Retail Portion and Employee Reservation Portion respectively.

The Offer is being made through the Book Building Process, wherein 50% of the Net Offer shall be available
for allocation, on a proportionate basis to QIBs. 5.00% of the QIB Portion shall be available for allocation
on a proportionate basis to Mutual Funds only. The remainder of the QIB Portion shall be available for
allocation on a proportionate basis to all QIBs including Mutual Funds, subject to valid Bids being received
at or above the Offer Price. Not less than 15% of the Net Offer shall be available for allocation on a
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proportionate basis to Non-Institutional Bidders and not less than 35% of the Net Offer shall be available for
allocation to Retail Individual Bidders, subject to valid Bids being received at or above the Offer Price.

The net worth of our Company (before buy back) as at September 30, 2017 was %32,344.36 million and
%28,417.78 million on consolidated and standalone basis. The net asset value per Equity Share of our
Company on consolidated basis (before buy back) as at September 30, 2017 was ¥129.90. See “Financial
Statements” on page 191.

The average cost of acquisition of Equity Shares by our Promoter is (2.42) per Equity Share (after
considering the impact of the adjustments to cost of buyback of 24,900,000 Equity Shares of 210 each at a
price of 101.80 per Equity Share). See “Capital Structure” on page 73.

For details of the related party transactions during the last five Fiscal Years, pursuant to the requirements
under Ind As 24 / Accounting Standard 18 “Related Party Disclosures” issued by the Institute of Chartered
Accountants of India, see “Related Party Transactionss” on page 189.

Except as disclosed in the section “History and other corporate matters” on page 152, there has been no
change in our Company’s name in the last three years.

There has been no financing arrangement whereby the Directors of our Company and their relatives, have
financed the purchase by any other person of securities of our Company other than in the normal course of
business of the financing entity during the period of six months immediately preceding the date of filing of
this Draft Red Herring Prospectus.

Investors may contact any of the BRLMs who have submitted the due diligence certificate to SEBI for any
complaints, information or clarification pertaining to the Offer. For details regarding grievances in relation
to the Offer, see “General Information” on page 65.

Our Group company does not have any business interest or other interest in our Company.
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SECTION I11: INTRODUCTION
SUMMARY OF INDUSTRY
Warship building industry in India

Naval shipbuilding is a key segment of the Indian shipbuilding industry. It is characterised by value addition of
65% during construction of ships, which is contributed by ancillary industries such as steel producers, main engine
builders, and equipment suppliers. Growth of the domestic shipbuilding sector, which imports 45% of its input
requirement, can provide a major trigger for large-scale indigenisation of heavy-engineering products and
ancillaries.

Traditionally, even as naval ancillary components have been acquired from outside India, the actual shipbuilding
activity has been carried out indigenously. However, over the years, the government has focused on greater
indigenisation of even defence equipment.

The domestic shipbuilding industry primarily caters to two sub-segments: the Indian Navy and Indian Coast
Guard. Currently, its fleet consists of aircraft carriers, amphibious transport dock, landing ship tanks, destroyers,
frigates, nuclear-powered attack submarine, conventionally powered attack submarines, corvettes, mine
countermeasure vessels (MCMVs), large offshore patrol vessels, fleet tankers and various auxiliary vessels and
small patrol boats. The Indian Coast Guard’s fleet comprises patrol vessels, patrol boats, patrol craft and a
hovercraft.

Indian commercial and warship building industry
India’s commercial order book to grow at a modest pace of 1-3% CAGR over next 5 years
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Source: CRISIL Research
Note: Due to the uncertain business position of Bharti Shipyard and ABG Shipyard, and considering their delivery record over the past two
years, we have kept their order book unchanged till 2020-21.

Domestic commercial cargo order book to remain weak

In the past, the Indian commercial shipbuilding industry primarily catered to the dry bulk segment amongst cargo
vessels. A majority of these orders were with private players such as ABG Shipyard. Sluggish demand and
economic slowdown in 2013-14 resulted in cancellation of bulk carrier orders and piling up of inventory and
work-in-progress (WIP), leaving companies in a state of financial distress.

Given the improved macroeconomic environment and increasing imports of coal and iron ore to China, fears of a
depression in dry bulk segment’s freight space over the next two years has subsided. This, coupled with increasing
second-hand asset prices, will slowly improve new building demand as utilisation of existing assets keeps
improving. This is expected to slowly add to the global commercial cargo shipbuilding order book.

Major shipping companies like SCI and Great Eastern Shipping are currently taking advantage of low second-

hand asset prices which will come into play as and when freight demand picks up. This will limit the new building
demand even post-freight improvement.
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However, as demand picks up, orders are more likely to flow in to major shipyards in China, Japan and Korea,
who are currently battling with underutilised capacities, and then trickle down to Indian shipyards. Thus, the
domestic commercial cargo order book is expected to remain weak in the near term.

Non-cargo segment to drive domestic commercial order book, expected to grow 4-6% CAGR over next 5 years
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Domestic commercial non-cargo order book to pick up by 2021-22

Oversupply in the offshore segment is expected ease by 2021-22, with improvement in offshore rig utilisations,
backed by improvement in E&P spending. However, offshore shipping companies, too, are taking advantage of
low second-hand asset prices to improve their fleet composition, so they can cater to offshore demand when the
market improves.

The requirement of dredgers is expected to rise substantially, considering the government’s emphasis on
developing water transportation facilities in the country and improving the existing coastal movement, and it is
expected to add to the existing capital and maintenance dredging requirements for major and minor ports in India.
Historically, Indian yards have accounted for an insignificant contribution to the new dredgers market. However,
with major players ramping up technological capabilities, orders for smaller dredgers are expected to flow in to
domestic players’ order books by 2021-22.

With the improvement in vessel traffic at Indian ports, requirement for tugs and other port crafts are also expected
to be substantial, further boosting the domestic non-cargo order book.

Majority of orders for non-cargo vessels were historically catered to by private players like ABG Shipyard, BDIL,
L&T, and RDEL. The uncertain business position of ABG Shipyard and BDIL has caused a downside risk to the
non-cargo segment order book.

Impact of policy initiative insufficient to offset weak global commercial demand

The Financial Assistance Policy of 2015 coupled with exemption from customs and central excise duties on all
raw material and parts for use in the manufacture of ships/vessels/tugs, pusher crafts etc. shall reduce the cost of
manufacturing ships in India, thus improving the competitiveness of Indian shipbuilders.

The policy provides assistance post-delivery of the vessel, as against 30% assistance on booking the order as per
the Shipbuilding Subsidy Scheme 2002, which led to India garnering about 1.2% share of the global order book.
In a situation where major private shipyards are facing financial issues owing to high working capital needs, the
new policy might not be as effective.

Post freight revival in the shipping market, competition from major global shipyards is expected to intensify to an
extent that offsets the excess cost competitiveness gained through financial assistance and tax exemptions.

A review of the Indian ship repairing industry
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Size of the industry

According to a report published by the Ministry of Shipping at the India Maritime Summit 2016, the global ship
repair market is estimated to be around USD 12 billion. Shipyards in Singapore, Bahrain, Dubai and Middle East
account for a major share of this market. These locations have achieved a dominant position despite higher cost
of ship repair services compared to other Asian countries, largely because of availability of skilled workforce and
latest technology. This has helped these shipyards attract demand from other low-cost locations like India,
Malaysia and Indonesia. The report also estimates Indian ship repair industry’s market potential to be around USD
1.5 billion (~ Rs 102 billion).

Considering the earnings from ship repairs for all major shipyards in India (as per the Statistics of India’s Ship
Building and Ship Repair Industry of 2015-16), the size of Indian ship repair industry in 2015-16 stood at Rs
9,434 million. Overall earnings significantly jumped in 2012-13 on the back of MDL’s high-ticket value orders,
repairs and fabrication orders for offshore assets taken up by RDEL during the year. The segment grew at CAGR
of 13.4% during 2011-12 to 2015-16, even as growth stagnated post 2013-14.

Size of Indian ship repairing industry Sector-wise breakup of ships repaired in India
(Rs million) Rs million)
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Note: The public sector includes eight players and private sector includes 15 players; Earnings from ship repairs for RDEL are an estimate;
Sector-wise breakup does not include data for RDEL

Source: Statistics of India’s shipbuilding and ship repairing industry, published by the Ministry of Shipping; RDEL annual reports; CRISIL
Research

Sector-wise breakup of ship repairs in India, Sector-wise breakup of ships repaired in India,
in terms of value in terms of number of ships
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Note: The public sector includes eight players and private sector 15 players.
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Source: Statistics of India’s shipbuilding and ship repairing industry (2015-16), published by Ministry of Shipping; RDEL annual reports;
CRISIL Research

The public sector’s share in ship repairing industry recovered in 2015-16 after seeing on-year decline, from 2011-
12 to 2014-15. This recovery can be attributed to improved earnings for CSL, GSL and HSL as well as to decline
in earnings for RDEL during the year. During the three-year period, 2012-13 to 2014-15, when private sector
accounted for a major share of the ship repair earnings, RDEL earned more revenues than all other private players
put together.

Market share of major players in the Indian ship repairing industry (as of 2015-16)
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CSL, which accounted for 38% of total revenue earned by the industry in 2015-16 through ship repairing, is a
leading player in the ship repairing industry. GSL follows CSL with around 20% share in revenue earned in 2015-
16 through ship repairing. The top private sector players in this segment are RDEL, Sembmarine Kakinada Ltd,
L&T and ABG Shipyard. However, during the three-year period leading up to 2015-16, RDEL was the largest
player in the segment.
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SUMMARY OF OUR BUSINESS
Overview

We are a defence public sector undertaking shipyard under the Department of Defence Production, MoD with a
maximum shipbuilding and submarine capacity of 40,000 DWT (Source: CRISIL Report), engaged in the
construction and repair of warships and submarines for the MoD for use by the Indian Navy and other vessels for
commercial clients. We are a wholly-owned Gol company, conferred with the 'Mini-ratna-I' status in 2006, by the
Department of Public Enterprises. We are India’s only shipyard to have built destroyers and conventional
submarines for the Indian Navy. We are also one of the initial shipyards to manufacture Corvettes (Veer and
Khukri Class) in India (Source: CRISIL Report).

The business divisions in which we operate are (i) shipbuilding and (ii) submarine and heavy engineering. Our
shipbuilding division includes the building and repair of naval ships. We are currently building four P-15 B
destroyers and four P-17A stealth frigates for the MoD for use by the Indian Navy. Our submarine and heavy
engineering division includes building, repair and refits of diesel electric submarines. We are currently building
five Scorpene class submarines under a transfer of technology agreement with Naval Group for the MoD for use
by the Indian Navy. Since 1960, we have built a total of 795 vessels including 25 warships, from advanced
destroyers to missile boats and three submarines. We have also delivered cargo ships, passenger ships, supply
vessels, multipurpose support vessels, water tankers, tugs, dredgers, fishing travellers, barges and border outposts
for various customers in India as well as abroad.

Some of the vessels built and delivered by us in the past include, six Leander class frigates, three Godavari class
frigates, three corvettes, four missile boats, six destroyers, three submarines and three Shivalik class frigates for
the MoD for use by the Indian Navy and constructed and delivered seven offshore patrol vessels to the Indian
Coast Guard. We have fabricated and delivered jackets, main decks of wellhead platforms, process platforms and
jack up rigs, etc,

Our shipyard is strategically located on the west coast of India, on the sea route connecting Europe, West Asia
and the Pacific Rim, a busy international maritime route. We are headquartered in Mumbai which is also the
headquarters of the Western Naval Command of the Indian Navy. We are also exploring the possibilities of
developing a greenfield shipyard at Nhava, Navi Mumbai with a shiplift, wet basin, workshops, stores and
buildings and a ship repair facility spread over an area of 40 acres.

Our shipbuilding and submarine and heavy engineering divisions are both 1ISO 9001:2008 certified.

Over the last 15 Fiscals, the total number of orders for vessels received and delivered by us is set out below:

Division Orders Received Orders Delivered
Shipbuilding 16 27
Submarine and heavy engineering 6 1

In addition to the above, we have also completed repairs for two submarines.

Prior to our incorporation in 1934, a small dry dock was constructed in Mazagaon village, Mumbai, to service the
ships of the British East India Company in 1774 which was subsequently developed into a ship repair yard and
later a ship building yard over the course of two centuries. We were incorporated as a private limited company in
1934 and in the year 1960, the Gol took over our Company to expand its warship development programme
designating it as a DPSU under the MoD. For further details, see “History and Certain Corporate Matters” on
page 152.

Our Company has posted profits continuously in the last three Fiscals. Our total income was ¥42,109.03 million,
%48,866.92 million, ¥42,950.53 million and %20,625.93 million for Fiscals 2015, 2016 and 2017 and for the six
months period ended September 30, 2017 respectively. Our profit for the year was %5,285.20 million, 36,025.09
million, 5,489.86 million and %2,667.80 million for Fiscals 2015, 2016 and 2017 and for the six months period
ended September 30, 2017 respectively.

Competitive Strengths

We believe we benefit from a number of strengths that together differentiate us from our competitors:

Only public sector defence shipyard constructing conventional submarines
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Our Company is primarily engaged in the defence shipbuilding segment catering to the needs of the MoD. We are
India’s only shipyard to have built destroyers and conventional submarines for the Indian Navy (Source: CRISIL
Report). We have in the past constructed two SSK submarines, modernized and refitted four SSK submarines. We
believe this has enhanced our capability of handling construction of conventional submarines. We have also
entered into a technology transfer agreement with Naval Group, France for Scorpene submarines which are
currently manufactured by us. We have recently delivered one of the Scorpene submarines, INS Kalvari to the
MoD. We alongwith the Naval Group have trained our workforce in relation to the construction of such
submarines. We believe that our personnel associated with submarine construction process are now adept with
the nuances of submarine technology.

World class infrastructure capable of serving the requirements of the Ministry of Defence

We believe that the infrastructure and facilities available at our shipyard combined with our vast expertise give us
a significant edge over our domestic peers. Our facilities currently comprise of three dry docks, two wet basins,
three slipways, production shops, assembly shops, module shop with painting chamber for integrated construction,
sheet metal shop, pipe shop, machine and fitting shop, ship dry dock and dredging, electrical repair shop and
instrumentation shop for our shipbuilding division. Our submarine division infrastructure includes shops for
fabrication of frame, sub-section assembly and section formation, cradle assembly shop for structural and
equipment outfitting and final assembly, one dry dock and submarine section assembly shop. Our shipbuilding
and submarine and heavy engineering divisions are both 1SO 9001:2008 certified.

We recently undertook and completed the “Mazdock Modernization Project” which comprised of a new wet basin,
goliath cranes, module workshop, cradle assembly shop, store building and associated ancillary structures
enabling integrated modular construction which would substantially reduce the build period. Post completion of
the modernization project, the capacity of outfitting warships increased from eight warships to 10 warships since
2014 and submarine capacity has increased from six submarines to 11 submarines since 2016. (Source: CRISIL
Report).

We also have a shore integration facility which enables us to complete combat system integration off-site prior to
onboard installation. We have also constructed a submarine assembly workshop which comprises of two bays and
is equipped with two levels of EOT cranes as well as semi goliath cranes.

Location of our facilities promotes closer association with our vendors and customers

Our shipyard is strategically located in Mumbai on the west coast of India, on the sea route connecting Europe,
West Asia and the Pacific Rim, a busy international maritime route. Our customers, being the MoD and Indian
Coast Guard and our vendors are based in Mumbai which we believe results in closer co-ordination and greater
efficiencies. Further, a majority of our subcontractors are based in and around Mumbai which provides us with an
ease of access to labour. We believe that the location of our facilities provides us a strategic competitive advantage
OVer our peers.

Increase in indigenisation of our vessels and implementation of the “Make in India” campaign

We intend to increase the quantum of indigenised components for our warships and submarines in order to give
an impetus to the Gol’s “Make in India” campaign. In the past, for our warships and submarines, we used to
import equipment related to design support, model testing evaluation and simulation, major engineering and
weapon equipment and systems, equipment related to planning and project management, installations and system
integration, due to non-availability of domestic manufacturers. Importing such items and equipments resulted in
increased costs, quality compromises and unsatisfactory after sales support.

In order to address these issues, a dedicated department of indigenisation was set up in November 2015 alongwith
a road map for indigenisation till the year 2030. The road map provided a flow chart depicting the entire
indigenisation process and included a list of systems, equipment and items alongwith the necessary technical
details which were to be indigenised.

We have successfully indigenised certain equipment such as sonar dome, ship installed chemical agent detection
system, bridge window glass, main batteries for Scorpene submarines, multiple cable transit glands and remote
controlled valves with various companies on a no cost no commitment basis.

We have also introduced an indigenization clause in all our tenders where bidders have to indicate their
progressive indigenization plan. The indigenous content in warships built by us has increased in the past five years
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We had also been assigned 40.52 acres of land by the Government of Kerala for setting up the National Institute
of Warship/ Submarine design and Indegenisation Centre which is currently being used as a head office of
National Institute for Research and Development in Defence Shipbuilding. Increase in indigenisation has enabled
us to reduce our reliance on third party component manufacturers and the cost of construction for our vessels.

Established track record with strong financial position and strong Order Book

We are a profitable shipyard with profits continuously in the last three Fiscals. Our total income was 342,109.03
million, ¥48,866.92 million, ¥42,950.53 million and 220,625.93 million for Fiscals 2015, 2016 and 2017 and for
the six months period ended September 30, 2017 respectively. Our profit for the year was %5,285.20 million,
%6,025.09 million, %5,489.86 million and ¥2,667.80 million for Fiscals 2015, 2016 and 2017 and for the six months
period ended September 30, 2017 respectively. The following is the break-up of our division wise consolidated
revenues for the last three fiscals:

(R in million

Revenue from Revenue from
Fiscal Submarine and heavy Total Revenue

Shipbuilding division engineering division

2015 11,479.59 24,570.70 36,050.29
2016 10,529.02 30,533.18 41,062.20
2017 11,844.58 23,392.10 35,236.68

Further, as of February 28, 2018, our Order Book for shipbuilding and submarines and heavy engineering was
%527,608 million comprising of two major shipbuilding projects and one submarine project.

Experienced board and senior management team and skilfully trained workforce

We have a diversified Board with directors having several years of experience in the shipbuilding as well as
submarine division and each of our senior management team is experienced in the industry and have been with
our Company for an average of more than two decades. Some of our senior management have grown within our
organisation from trainee positions to head their respective departments. We believe that we have achieved a
measure of success in attracting an experienced senior management team with operational and technical
capabilities, management skills, business development experience and financial management skills. For details
regarding the qualifications and experience of our Directors and senior management team, see “Our Management”
on page 162.

We also have a large pool of experienced naval architects, engineers and draftsmen. We continuously train our
employees which we believe enable us to service the technical and commercial demands of our customers. We
believe that our employees and blue-collar workforce are instrumental to our success including for the quality of
our products and services and our ability to operate in a cost-efficient manner, helping us achieve a continuous
profit margins, efficient operations, short delivery schedules, relatively lower attrition and fewer employee
disputes.

Our Strategies

Our objective is to enhance our market position by expanding our capabilities, capitalising on opportunities both
in domestic and International markets in our industry and to enhance our competitiveness. Our business strategies
are:

Export of our products to the international markets

We primarily cater to the defence sector in India at present. However, we are in the process of reviving the exports
of our defence and commercial products to Latin America, Africa, South East Asia, Middle East and Scandinavian
regions and have identified certain defence and civil sectors in such regions. We have, in the past, exported our
products to Mexico, France, Bahamas and Yemen. We have also participated in the RFI process for building four
Tamandare class corvettes for Brazil. We intend to increase our presence globally by establishing an international
marketing team to identify potential markets for our business growth.

We are also in the process of entering into an agreement with the design partner in Norway which will enable us
to market the offshore vessels in the international markets.

Focus on ship repair
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Our shipbuilding and submarine contracts have a long gestation period. Our revenues under these contracts are
dependent on achievement of certain milestones. In order to diversify our revenue streams, we intend to increase
our ship repair activities in the future as such activites are for a shorter period of time and result in the early
booking of revenues. We have in the past undertaken ship repairs for our clients in the defence and commercial
sectors. This will help generate more revenues, increase our client base and reduce our dependency on the MoD
for future orders.

We are in the process of reviving our ship repair operations. We are exploring the possibilities of developing a
greenfield shipyard at Nhava, Navi Mumbai with a shiplift, wet basin, workshops, stores and buildings and a ship
repair facility spread over an area of 40 acres which we believe will be suitable for construction and repair of
warships and commercial ships with larger dimensions. We believe that the revival of our ship repair operations
will result in augmentation of our revenues and profitability.

Augmentation of infrastructure and enhancing our manufacturing capacity

We are currently undertaking capital expenditure for our submarine and heavy engineering division by way of
construction of the submarine launch facility and blasting painting chamber. The submarine launch facility which
is currently being constructed will enable us to execute future submarine orders. We are also leveraging the latest
construction methods in order to speed up the construction of our warships. We are exploring options to develop
a greenfield shipyard at Nhava, Navi Mumbai to cater to our existing and future customers in the domestic and
international markets.

We are also planning to convert the impounded Kasara wet basin into a dry dock facility for the purpose of
accommodating future projects. We are planning to dredge the water front to a depth of -5.5 mean chart datum
and create a navigation channel to the offshore container terminal of Mumbai Port Trust. We believe that
augumentation of our existing facilities and developments of future facilities will enable us to deliver our products
on or before the scheduled date of delivery and enable us to cater to future orders.
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SUMMARY FINANCIAL INFORMATION

The following tables set forth the summary financial information derived from the Restated Financial Statements
of our Company which consists of Restated Standalone Financial Statements and Restated Consolidated Financial
Statements. The financial statements referred to above are presented under “Financial Statements” beginning on
page 191. The summary financial information presented below should be read in conjunction with these financial
statements, the notes thereto and “Management’s Discussion and Analysis of Financial Condition and Results of
Operations” beginning on page 458.

RESTATED CONSOLIDATED SUMMARY STATEMENT OF ASSETS AND LIABILITIES AS PER
IND AS

(Zin millions)
As at
Particulars September 30, 2017 March 31, 2017 March 31, 2016
ASSETS
Non-current assets
Property, Plant and Equipment 5,164.67 5,249.00 3,449.22
Capital work-in-progress 1,063.16 984.28 1,695.84
Other intangible assets 188.56 213.52 228.30
6,416.39 6,446.80 5,373.36
Financial assets
Investments 3,986.57 3,835.62 3,242.27
Non-current trade receivable 179.42 160.46 167.40
Loans 31.67 30.87 29.30
Other financial assets 33.98 33.98 33.98
Deferred tax assets (net) 5,410.00 4,988.07 4,932.86
Non-current tax assets (net) 1,473.37 1,811.33 1,280.90
Other non-current assets 1,965.54 1,421.63 1,133.90
Total of Non-current assets (A) 19,496.94 18,728.76 16,193.97
Current assets
Inventories
Financial assets 37,561.48 40,286.56 42,446.70
Current trade receivable 28,569.29 7,469.56 9,197.25
Cash and cash equivalents 5,871.20 1,428.78 8,977.70
Bank balances other than
cash and cash equivalents 76,010.00 82,200.00 79,050.00
Loans 97.51 66.36 69.60
Other financial assets 10,338.92 13,109.11 9,300.06
Assets held for sale 0.08 0.21 -
Other current assets 32,009.68 30,357.66 24,944.76
Total of Current assets (B) 1,90,458.16 1,74,918.24 1,73,986.07
Total A+B 2,09,955.10 1,93,647.00 1,90,180.04
EQUITY AND LIABILITIES
Equity
Equity Share capital 2,490.00 2,490.00 1,992.00
Other equity 29,854.35 27,530.94 24,352.04
Total equity (C) 32,344.35 30,020.94 26,344.04
Non-current liabilities
Financial liabilities
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As at

Particulars September 30, 2017 March 31, 2017 March 31, 2016

Trade payable 179.42 160.46 167.40

Other financial liabilities 5.76 1.4 0.82
Other long-term liabilities 1,617.66 1,669.47 1,316.28
Long-term provisions 12,133.13 12,110.35 11,856.80
Total non-current liabilities (D) 13,935.97 13,941.69 13,341.30
Current liabilities
Financial liabilities

Trade payables 10,870.35 9,263.47 11,201.10

Other financial liabilities 1,976.12 1,747.11 2,111.90
Other current liabilities 1,48,978.24 1,37,846.71 1,36,517.80
Short-term provisions 1,850.07 827.08 663.90
Total current liabilities (E) 1,63,674.78 1,49,684.37 1,50,494.70
Total C+D+E 2,09,955.10 1,93,647.00 1,90,180.04

RESTATED CONSOLIDATED SUMMARY STATEMENT OF PROFIT AND LOSS AS PER IND AS

(Zin millions)
_ For the period ended
Particulars Sept(azr(r)]f?er 30, March 31, 2017 Mazr(;;r631,
Income
Contract revenue 17,474.32 35,236.68 41,062.20
Other operating revenue 39.71 68.11 208.40
17,514.03 35,304.79 41,270.60
Other income 2,919.54 7,557.80 7,522.12
Total income 20,433.57 42,862.59 48,792.72
Expenses
Cost of materials consumed 10,884.08 21,400.75 26,449.70
Employee benefits expense 3,424.77 7,288.37 7,597.24
Finance costs 19.16 38.95 39.01
Depreciation and amortization expenses 231.69 393.90 438.10
Sub-contract 516.87 1,101.92 1,349.20
Power and fuel 125.72 260.44 282.20
Other expenses :(a) Project related 728.86 1,417.13 2,035.20
(b) Others 515.72 1,594.53 1,215.80
Provisions 163.54 1,084.53 217.00
Total expenses 16,610.41 34,580.52 39,623.45
Restated Profit before tax 3,823.16 8,282.07 9,169.27
Tax expenses
Current tax
1,520.42 2,930.71 3,522.00
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For the period ended
Particulars September 30, March 31,
2017 March 31, 2017 2016
Deferred tax (credit) / charge (172.70) (50.57) (349.32)
Adjustment of tax relating to earlier years - - 45.70
Profit for the year attributable to equity
shareholders 2,475.45 5,401.93 5,950.89
Share of Net Profit/(loss) of associate 382.48 554.27 294.02
Profit for the year 2,857.92 5,956.20 6,244.91
Other comprehensive income ('OCI")
OCI not to be reclassified to profit or loss in
subsequent periods:
Remeasurement gains/(losses) on defined benefit plans (744.45) (13.46) 66.50
Income tax effect 249.09 4.66 (23.01)
Remeasurement of post employment benefit obligation
of associate - 3.59 (1.23)
Total comprehensive income for the year
attributable to equity shareholders 2,362.56 5,950.99 6,287.17

RESTATED CONSOLIDATED SUMMARY STATEMENT OF CASH FLOWS AS PER IND AS

(Z in millions)
For the period ended
Particulars September | March 31, | March 31,
30, 2017 2017 2016

Cashflow from operating activities
Profit before tax (as restated) 3,823.16 8,282.07 9,169.27
Adjustments for :
(+) Non cash expenditure and non operating expenses
Depreciation / Amortization 231.69 393.90 438.10
Finance cost 19.16 38.95 39.01
Amortization of prepaid rentals 0.78 1.52 1.50
(-) Non operating income
(Profit) / Loss on sale of fixed assets (2.27) (3.14) (0.70)
Interest income (2,523.65) (6,328.79) (6,780.60)
Amortization gain on deferred deposits of Vendors (0.22) (0.16) (0.02)
Amortization of deferred revenue (Customer funded assets) (53.46) (25.41) (121.20)
Interest Income on deferred payment liability to foreign supplier (18.96) (38.80) (38.30)
Interest Income on deferred deposit with MbPT (0.81) (1.54) (1.50)
Fund utilized for CSR - (116.90)
Operating profit before working capital changes 1,475.42 2,318.60 2,588.66
Movement in working capital
Decrease in Inventories 2,725.06 2,160.15 1,993.92
Decrease / (Increase) in Trade receivables and loans and
advances (21,150.90) 1,776.67 5,583.38
Decrease / (Increase) Other current and noncurrent assets 6,767.07 | (12,650.19) (3,676.74)
(Decrease) / Increase in Trade payables and provisions 1,927.19 (1,580.02) 1,963.99
(Decrease) / Increase in Other current and noncurrent liabilities 11,366.34 1,343.35 | (1,582.89)
Cashflow generated from operations 3,110.17 | (6,631.44) 6,870.32
Direct tax paid (net of refunds) (1,182.35) (3,461.23) (3,099.00)
Net cashflow from (used in) operating activities (A) 1,927.83 | (10,092.67) 3,771.32
Cash flows from investing activities
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For the period ended
Particulars September | March 31, | March 31,
30, 2017 2017 2016

Purchase of Property, plant and Equipment (net of adjustments) (127.35) (2,183.34) (1,258.40)
Capital work in progress (78.88) 711.56 (1,284.26)
Proceeds from sale of property, plant and equipment 7.25 7.58 1.90
Capital advance (2.43) (11.26) (52.20)
Dividend received from associate 192.35 87.93 74.20
Interest received 2,523.65 6,328.79 6,780.60
Net cashflow from / (used in) investing activities (B) 2,514.59 4,941.26 4,261.84
Cashflow from financing activities
Dividend paid (including dividend distribution tax thereon) - (2,397.50) (1,203.60)
Finance costs - - (0.70)
Net cashflow from / (used in) financing activities (C) - (2,397.50) (1,204.30)
Net increase/(decrease) in cash and cash equivalents
(A+B+C) 4,442.42 | (7,548.92) 6,828.86
Cash and cash equivalents at the beginning of the year 1,428.78 8,977.70 2,148.84
Cash and cash equivalents at the end of the year 5,871.20 1,428.78 8,977.70

RESTATED STANDALONE SUMMARY STATEMENT OF ASSETS AND LIABILITIES AS PER IND

AS
(Z in millions)
As at
Particulars September 30, March 31, March 31, Mazr(')clhs31,
2017 2017 2016 (Proforma)
ASSETS
Non-current assets
Property, Plant and Equipment 5,164.67 5,249.00 3,449.22 2,767.98
Capital work-in-progress 1,063.16 984.28 1,695.84 411.54
Other intangible assets 188.56 213.52 228.30 90.50
6,416.39 6,446.80 5,373.36 3,270.02

Financial assets

Investments 60.01 60.01 60.01 60.01

Trade receivable 179.42 160.46 167.40 156.95

Loans 31.67 30.87 29.30 27.58

Other financial assets 33.98 33.98 33.98 33.98
Deferred tax assets (net) 5,410.00 4,988.07 4,932.86 4,606.55
Non-current tax assets (net) 1,473.37 1,811.33 1,280.90 1,749.71
Other non-current assets 1,965.54 1,421.63 1,133.90 773.92
Total of Non-current assets (A) 15,570.38 14,953.15 13,011.71 10,678.72
Current assets
Inventories 37,561.48 40,286.56 42,446.70 44,440.62
Financial assets
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As at

Particulars September 30, March 31, March 31, Me;zcll;m,
2017 2017 2016
(Proforma)
Trade receivables 28,569.29 7,469.56 9,197.25 14,763.84
Cash and cash equivalents 5,871.20 1,428.78 8,977.70 2,148.84
Bank balances other than
cash and cash equivalents 76,010.00 82,200.00 79,050.00 74,000.00
Loans 97.51 66.36 69.60 58.90
Other financial assets 10,338.92 13,109.11 9,300.06 5,157.33
Assets held for sale 0.08 0.21 - -
Other current assets 32,009.68 30,357.66 24,944.76 30,769.72
Total of Current assets (B) 1,90,458.16 1,74,918.24 1,73,986.07 1,71,339.25
Total A+B 2,06,028.54 1,89,871.39 1,86,997.78 1,82,017.97
EQUITY AND LIABILITIES
Equity
Equity Share capital 2,490.00 2,490.00 1,992.00 1,992.00
Other equity 25,927.79 23,755.33 21,169.78 16,421.70
Total equity (C) 28,417.79 26,245.33 23,161.78 18,413.70
Non-current liabilities
Financial liabilities
Trade payable 179.42 160.46 167.40 156.95
Other financial liabilities 5.76 1.41 0.82 -
Other long-term liabilities 1,617.66 1,669.47 1,316.28 -
Long-term provisions 12,133.13 12,110.35 11,856.80 11,850.94
Total non-current liabilities (D) 13,935.97 13,941.69 13,341.30 12,007.89
Current liabilities
Financial liabilities
Trade payables 10,870.35 9,263.47 11,201.10 9,419.79
Other financial liabilities 1,976.12 1,747.11 2,111.90 1,800.91
Other current liabilities 1,48,978.24 1,37,846.71 1,36,517.80 1,39,849.99
Short-term provisions 1,850.07 827.08 663.90 525.69
Total current liabilities (E) 1,63,674.78 1,49,684.37 1,50,494.70 1,51,596.38
Total C+D+E 2,06,028.54 1,89,871.39 1,86,997.78 1,82,017.97

RESTATED STANDALONE SUMMARY STATEMENT OF PROFIT AND LOSS AS PER IND AS
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For the period ended

March 31,
Particulars Septembe | March March 2015
r 30,2017 | 31,2017 | 31,2016 | (Proforma
)
Income
35,236.6 | 41,062.2
Contract revenue 17,474.32 8 0 36,050.29
Other operating revenue 39.71 68.11 208.40 288.40
35,304.7 | 41,270.6
17,514.03 9 0| 36,338.69
Other income 3,111.90 | 7,645.74 | 7,596.32 5,770.34
42,950.5 | 48,866.9
Total income 20,625.93 3 2| 42,109.03
EXxpenses
21,400.7 | 26,449.7
Cost of materials consumed 10,884.08 5 0 20,914.13
Employee benefits expense 3,424.77 | 7,288.37 | 7,597.24 6,928.92
Finance costs 19.16 38.95 39.01 38.67
Depreciation and amortization expenses 231.69 393.90 438.10 330.34
Sub-contract 516.87 | 1,101.93 | 1,349.20 1,507.10
Power and fuel 125.72 260.44 282.20 252.00
Other expenses: (a) Project related 728.86 | 1,417.13 | 2,035.20 3,070.41
(b) Others 515.72 | 1,594.53 | 1,215.80 1,084.51
Expenses transferred to Fixed Assets - - - (13.00)
Provisions 163.54 | 1,084.53 217.00 153.99
34,580.5 | 39,623.4
Total expenses 16,610.41 3 5 34,267.07
Restated Profit before tax 4,015.52 | 8,370.00 | 9,243.47 7,841.96
Tax expense:
Current tax 1,520.42 | 2,930.71 | 3,522.00 2,567.16
Deferred tax (credit) / charge (172.70) (50.57) | (349.32) (10.40)
Adjustment of tax relating to earlier years - - 45.70 -
Profit for the year attributable to equity
shareholders 2,667.80 | 5,489.86 | 6,025.09 5,285.20
Other comprehensive income (‘OCI")
OCI not to be reclassified to profit or loss in
subsequent periods:
Remeasurement gains/(losses) on defined benefit plans (744.45) (13.46) 66.50 (1.10)
Income tax effect
249.09 4.66 (23.01) 0.37
Total comprehensive income for the year
attributable to equity shareholders 2,172.44 | 5,481.06 | 6,068.58 5,284.47
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RESTATED STANDALONE SUMMARY STATEMENT OF CASH FLOWS AS PER IND AS

(Z in millions)
Sr Septemb March
. Particulars er 30 March March | 31,2015
No 2017’ 31,2017 | 31,2016 | (Proform
. a)
A | Cashflow from operating activities
Profit before tax (as restated) 4,015.52 | 8,370.00 | 9,243.47 | 7,841.96
Adjustments for :
(+) Non cash expenditure and non operating
expenses
Depreciation / Amortization 231.69 393.90 438.10 330.34
Finance cost 19.16 38.95 39.01 38.67
Amortization of prepaid rentals 0.78 1.52 1.50 1.52
(-) Non operating income
(Profit) / Loss on sale of fixed assets (2.27) (3.14) (0.70) 2.87
(2,523.65 | (6,328.79 | (6,780.6 | (5,188.99
Interest income ) ) 0) )
Dividend received (192.35) (87.93) | (74.20) -
Amortization gain on deferred deposits of Vendors (0.22) (0.16) (0.02) -
Amortization of deferred revenue (Customer funded
assets) (53.46) (25.41) | (121.20) -
Interest Income on deferred payment liability to
foreign supplier (18.96) (38.80) | (38.30) (38.37)
Interest Income on deferred deposit with MbPT (0.81) (1.54) (1.50) (1.34)
Fund utilized for CSR - - | (116.90) (49.90)

Operating profit before working capital changes 147543 | 2,318.60 | 2,588.66 | 2,936.75

Movement in working capital

Decrease in Inventories 2,725.06 | 2,160.15 | 1,993.92 | 5,813.91
Decrease / (Increase) in Trade receivables and loans (21,150.9 (6,658.38
and advances 1) | 1,776.67 | 5,583.38 )
Decrease / (Increase) Other current and non current (12,650.1 | (3,676.7 | (20,884.1
assets 6,767.07 9) 4) 9)
(Decrease) / Increase in Trade payables and (1,580.02
provisions 1,927.19 ) | 1,963.99 115.93
(Decrease) / Increase in Other current and non current 11,366.3 (1,582.8
liabilities 4] 1,343.35 9) | 16,726.28
(6,631.44 (1,949.70
Cashflow generated from operations 3,110.18 ) | 6,870.32 )
(1,182.35 | (3,461.24 | (3,099.0 | (2,840.10
Direct tax paid (net of refunds) ) ) 0) )
(10,092.6 (4,789.80
Net cashflow from (used in) operating activities (A) | 1,927.83 8) | 3,771.32 )

B | Cash flows from investing activities

Purchase of Property, plant and Equipment (net of (2,183.34 | (1,258.4 | (1,613.24
adjustments) (127.35) ) 0) )
(1,284.2
Capital work in progress (78.88) 711.56 6) 712.36
Proceeds from sale of property, plant and equipment 7.25 7.58 1.90 3.83
Capital advance (2.43) (11.26) | (52.20) 83.40
Interest received 2,5623.65 | 6,328.79 | 6,780.60 | 5,188.99
Dividend received 192.35 87.93 74.20 -
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Sr March

. Particulars Sietggn s March March | 31,2015

No ' 31,2017 | 31,2016 | (Proform

2017 a)

Net cashflow from / (used in) investing activities
(B) 2,514.59 | 4,941.26 | 4,261.84 | 4,375.34

C | Cashflow from financing activities
Dividend paid (including dividend distribution tax (2,397.50 | (1,203.6 | (1,199.90
thereon) - ) 0) )
Finance costs - - (0.70) (0.30)
Net cashflow from / (used in) financing activities (2,397.50 | (1,204.3 | (1,200.20
(©) - ) 0) )
Net increase/(decrease) in cash and cash (7,548.92 (1,614.66
equivalents (A+B+C) 444242 ) 6,828.86 )
Sez;sr and cash equivalents at the beginning of the 142878 | 8977.70 | 2.148.84 | 3.763.50
Cash and cash equivalents at the end of the year 587120 | 1,428.78 | 8,977.70 | 2,148.84

RESTATED STANDALONE SUMMARY STATEMENT OF ASSETS AND LIABILITIES AS PER
INDIAN GAAP

(Zin millions)
It Particulars ot
No. March 31, 2014 March 31, 2013
Equity and liabilities
A | Shareholders' Funds
Share capital 1,992.00 1,992.00
Reserves and surplus 12,390.33 16,407.20
14,382.33 18,399.20
B | Non-current liabilities
Long-term trade payable 887.70 814.90
Other long-term liabilities - -
Long-term provisions 11,690.44 1,884.64
12,578.14 2,699.54
C | Current liabilities
Short-term trade payable 8,034.50 11,696.33
Other current liabilities 1,26,126.23 1,23,183.94
Short-term provisions 703.27 1,715.20
1,34,864.00 1,36,595.47
Total (A+B+C) 1,61,824.47 1,57,694.21
Assets
D | Non-Current Assets
Fixed Assets
Tangible assets 1,543.41 1,161.40
Intangible assets 79.20 98.90
Capital work-in-progress 1,123.90 782.10
Non-current investments 60.01 60.01
Deferred tax assets (net) 4,595.72 800.26
Long-term loans and advances 2,222.55 3,100.60
Long-term trade receivable 887.70 814.90
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Sk Particulars Asat
No. March 31, 2014 March 31, 2013
Other non-current assets 111.40 930.00
10,623.89 7,748.17
E | Current Assets
Inventories 50,266.47 42,649.58
Short-term trade receivable 7,887.48 6,935.05
Cash and bank balances 52,393.50 60,047.90
Short-term loans and advances 34,675.80 38,873.50
Other current assets 5,977.33 1,440.01
1,51,200.58 1,49,946.04
Total (D+E) 1,61,824.47 1,57,694.21
RESTATED STANDALONE SUMMARY STATEMENT OF PROFIT AND LOSS UNDER INDIAN
GAAP
(Zin millions)
Particulars For the period ended on For the period ended
March 31, 2014 on March 31, 2013
Income
Revenue from operations 28,535.60 22,676.10
Other operating revenue 334.67 680.55
Sub total 28,870.27 23,356.65
Other income 6,127.54 5,290.21
Total revenue 34,997.81 28,646.86
Expenses
Cost of raw materials consumed 12,937.10 9,559.70
Changes in Inventory of work-in-progress 722.20 293.92
Employee benefit expenses 6,284.07 6,041.13
Sub-contract 1,916.65 984.95
Power and Fuel 211.90 170.20
Finance costs 0.90 9.00
Depreciation and amortization expenses 183.55 146.40
Other expenses: (a) Project related 2,276.70 3,197.60
(b) Others 13,603.80 1,124.19
Adjustment for expenses transferred to Fixed assets (25.50) (33.00)
Provisions 1,229.70 921.50
Total expenses 39,341.07 22,415.59
Profit before tax (4,343.26) 6,231.27
Tax expense
Current Tax 2,313.60 2,445.40
Short / (excess) provision for tax for previous years (31.10) 165.00
Deferred Tax (3,795.47) (452.58)
Total (1,512.97) 2,157.82
Restated profit after tax (2,830.29) 4,073.44

RESTATED STANDALONE SUMMARY STATEMENT OF CASH FLOWS AS PER INDIAN GAAP
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(Z in millions)

Sr. Particulars For the period ended

No. March 31, 2014 March 31, 2013

A | Cash Flow from Operating Activities:
Profit / (Loss) before tax (4,343.26) 6,231.27
Adjustments for:
Non Cash Expenditure and Non Operating Expenses
Depreciation / Amortisation 183.55 146.40
Finance Cost 0.90 9.00
Loss on Sale of Fixed Assets 8.80 54.00
Non Operating Income
Interest Income (5,434.30) (4,991.60)
Dividend received (27.50) (81.10)
Other Items
Fund Utilised for CSR (16.60) -
Operating Profit before Working Capital Changes (9,628.41) 1,367.97
Adjustment for movement in Working Capital
(Increase) / Decrease
(Increase) / decrease in Inventories (7,616.87) (9,059.52)

Increase) / decrease in Trade receivables and Short-term

(Loans ant)j advances 3,245.29 74,922.99
(Increase) / decrease in Other current & Non-current assets (806.62) 3,639.60
Increase / (decrease) Trade payables and Other current
Liabilities(and provi)sions i (1,658.66) (64,024.67)
(Increase) / decrease Long-term loans and advances (74.95) (11.30)
Increase / (decrease) Long-term liabilities and provisions 9,805.80 (2,870.37)
Cashflow generated from operations (6,734.42) 3,964.70
Direct Taxes paid (net) (1,951.90) (1,948.70)
Net cashflow from Operating Activities (A) (8,686.32) 2,016.00

B | Cashflow from Investing Activities:
Purchase of fixed assets (555.68) (232.10)
Capital work-in-progress (341.80) (400.60)
Proceeds from sale of Fixed assets 1.00 5.00
Capital advance 622.40 (611.90)
Interest income 5,434.30 4,991.60
Dividend received 27.50 81.10
Net Cashflow from/(used) in Investing Activities (B) 5,187.72 3,833.10

C | Cashflow from Financing Activities:
Dividend paid (1,170.00) (1,157.60)
Interest paid (0.90) (9.00)
Net Cashflow from/(used) in Financing Activities (C) (1,170.90) (1,166.60)
E\f)t 4|-n(cE:;ezi-S(zé(:()jecrease) in Cash and cash equivalents (4,669.50) 4,682.50
Cash and cash equivalents at the beginning of the year 8,433.00 3,750.50
Cash and cash equivalents at the end of the year 3,763.50 8,433.00
Cash and cash equivalents comprises of:
Cash and Cash Equivalents
a) Balances with Banks:-
- In current accounts

i) In India 45.30 322.80
ii) Outside India 5.60 6.30

- In cash credit accounts - 0.10
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Sr. Particulars For the period ended

No. March 31, 2014 March 31, 2013
- In deposit accounts 1,712.60 3,593.70
b) In fixed deposit accounts less than 3 months maturities 2,000.00 4,510.00
c) Cash on hand - 0.10
Total 3,763.50 8,433.00
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THE OFFER

The following table summarizes the Offer details:

[e] Equity Shares aggregating Z[e] million
Offer of Equity Shares @

Of which:

Employee Reservation Portion®®)® [e] Equity Shares aggregating to [e] million
Accordingly,

Net Offer 22,410,000 Equity Shares aggregating to Z[e] million
A) QIB Portion®@® 11,205,000 Equity Shares

of which:

Mutual Fund Portion 560,250 Equity Shares

Balance of QIB portion for all QIBs including 10,644,750 Equity Shares
Mutual Funds
B) Non-Institutional Portion®®) Not less than 3,361,500 Equity Shares
C) Retail Portion®@®®) Not less than 7,843,500 Equity Shares
Pre and post Offer Equity Shares
Equity Shares outstanding prior to the Offer 224,100,000 Equity Shares

Equity Shares outstanding after the Offer 224,100,000 Equity Shares
Utilisation of the proceeds from Offer for Our Company will not receive any proceeds from the Offer
Sale for Sale. For details, see “Objects of the Offer” on page 91.

(1) The Offer has been authorised by our Board pursuant to a resolution passed at its meeting held on March 01,
2018. The Offer has been authorized by the Selling Shareholder, through its letter bearing number
23(60)/2015/GRSE/D(NS-1) dated February 01, 2018, conveying the approval granted by the Selling Shareholder
for the Offer. The Equity Shares offered by the Selling Shareholder in the Offer have been held by it for a period
of at least one year prior to the date of this DRHP and are eligible for being offered for sale in the Offer as
required under the SEBI ICDR Regulations. The Selling Shareholder, through its letter bearing number
23(60)/2015/D(NS-1) dated March 09, 2018, conveyed the consent for inclusion of 22,410,000 Equity Shares and
such number of additional Equity Shares not exceeding 5.00% of the post offer share capital as permitted under
applicable law for allocation and allotment to Eligible Employees of our Company under the Employee
Reservation Portion, held by the President of India, acting through the Ministry of Defence, Government of India
as part of the Offer for Sale.

(2) Eligible Employees Bidding in the Employee Reservation Portion (if any) can Bid up to a Bid Amount of
%500,000 (on a net basis). However, a Bid by an Eligible Employee in the Employee Reservation Portion will be
considered for allocation, in the first instance, for a Bid Amount of up to <200,000 (on a net basis). In the event
of under-subscription in the Employee Reservation Portion, the unsubscribed portion will be available for
allocation and Allotment, proportionately to all Eligible Employees who have Bid in excess of 200,000 (on a net
basis), subject to the maximum value of Allotment made to an Eligible Employee not exceeding <500,000 (on a
net basis). The unsubscribed portion, if any, in the Employee Reservation Portion, shall be added to the Net Offer.

(3) Subject to valid Bids being received at or above the Offer Price, under-subscription, if any, in any category
except the QIB Portion would be allowed to be met with spill-over from other categories or a combination of
categories at the discretion of the Selling Shareholder and our Company, in consultation with the BRLMs and the
Designated Stock Exchange, on a proportionate basis. However, under-subscription, if any, in the QIB Portion
will not be allowed to be met with spill-over from other categories or a combination of categories. For further
details, see “Offer Structure” on page 525.

(4) The Selling Shareholder and our Company, in consultation with the BRLMs, may offer a discount of up to
[®]% (equivalent to up to X/e] per Equity Share) and a discount of up to [e]% (equivalent to up to X/e] per
Equity Share) on the Offer Price to the Retail Individual Bidders and the Eligible Employees Bidding under the
Retail Portion and the Employee Reservation Portion (if any), respectively. The amount of Retail Discount and
Employee Discount, as applicable, will be advertised in all newspapers wherein the Pre-Offer Advertisement will
be published. For further details, see “Offer Procedure” on page 529.

Allocation to Bidders in all categories, except the Retail Portion, shall be made on a proportionate basis. The
allocation to each Retail Individual Bidder shall not be less than the minimum Bid Lot, subject to availability of
Equity Shares in Retail Portion, and the remaining available Equity Shares, if any, shall be Allocated on a
proportionate basis. For further details, see “Offer Procedure — Allotment Procedure and Basis of Allotment” on
page 564
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GENERAL INFORMATION

Our Company was incorporated in Bombay as a private limited company on February 26, 1934 as Mazagon Dock
Private Limited with the Registrar of Companies, Bombay under the Indian Companies Act, 1913. For further
details in connection with change in name and registered office of our Company, see “History and Certain
Corporate Matters” on page 152.

Registered and Corporate Office

Mazagon Dock Shipbuilders Limited

Dockyard Road, Mumbai — 400 010

Telephone: +91 22 2376 2000

Facsimile: +91 22 2372 5043

Website: www.mazagondock.in

Email: investor@mazdock.com

Corporate Identity Number: U35100MH1934G01002079

Address of the Registrar of Companies

Our Company is registered with the RoC, Mumbai situated at the following address:
100, Everest

Marine Drive

Mumbai 400 002

Telephone: +91 22 2281 2627

Facsimile: +91 22 2281 1977

Board of Directors

The following table sets out the composition of our Board as on the date of this Draft Red Herring Prospectus:

Name and Designation DIN Address

Rakesh Anand 06461099 11, Currie House, MDL Officers Residential
Complex, Dockyard Road, Mazgaon, Mumbai -

Chairman and Managing Director 400 010, Maharashtra, India

Rajiv Lath 06713808 12, Currie House, MDL Officers Quarters,
Mazgaon Dock Limited, Mazagon, Mumbai,

Director (Submarine & Heavy 400 010 Maharashtra, India

Engineering)

Sanjiv Sharma 05328027 14, Currie House, MDL Officers Quarters,
Mazgaon Dock Limited, Mazagon, Mumbai,

Director (Finance) and Chief 400 010 Maharashtra, India

Financial Officer

T.V. Thomas 07978819 01, Currie House, Dockyard Road, Mazagon,

Mumbai-400010, Maharashtra, India.
Director (Corporate Planning and

Personnel)

Anil K. Saxena 08006255 F — 131, Sector I, Nehru Nagar, Nasirpur,
Rakesh Marg, Ghaziabad — 201001, Uttar

Director (Shipbuilding) Pradesh, India

Shridhar L Bapat 03363761 9-C, Anjaneya Chs Ltd., Orchard Avenue, Opp.
Hiranandani School, Powai, Mumbai - 400 076,

Independent Director (Part Time Mabharashtra India

Non-Official)

Usha Sankar 06998746 S-4, Heritage Ganga, 2, Vyasar Street, T. Nagar,

Chennai - 600 017, Tamil Nadu, India
Independent Director (Part Time

Non-Official)

Sanjeev Bhasin 07413068 A-3, Noida Expressway, Sector 108 Noida,
Gautam Buddha Nagar, Noida - 201 301, Uttar

Independent Director (Part Time Pradesh, India

Non-Official)
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Name and Designation DIN Address

Devi Prasad Pande 00960974 H-32 D, SFS, DDA Flats, Saket (South Delhi),
South Delhi, Delhi - 110017

Independent Director (Part Time

Non-Official)

Kamaiah Bandi 07962235 15-8, Sudharshan Nagar, Serilingampally,
Lingampalli, Rangareddi-500019, Telangana,

Independent Director (Part Time India

Non-Official)

Mailareshwar J. Jeevannavar 03266130 House No. 05, Laxmi Layout, Basaveshwar
Nagar, Gokul Road, Hubballi, Dharwad -

Independent Director (Part Time 580030, Karnataka, India

Non-Official)

For further details of our Board of Directors, see “Our Management” on page 162.
Chief Financial Officer
Sanjiv Sharma is the Chief Financial Officer of our Company. His contact details are as follows:

Dockyard Road, Mumbai — 400 010,
Maharashtra, India.

Telephone: +91 22 2376 2000
Facsimile: +91 22 2372 5043

Email: df@mazdock.com

Company Secretary and Compliance Officer

Vijayalakshmi Kumar is the Company Secretary and the Compliance Officer of our Company. Her contact details
are as follows:

Dockyard Road, Mumbai — 400 010,
Mabharashtra, India.

Telephone: +91 22 2376 2000
Facsimile: +91 22 2372 5043

Email: investor@mazdock.com

Investors Grievances

Investors can contact the Company Secretary and Compliance Officer, the BRLMs, the Registrar to the Offer, in
case of any pre-Offer or post-Offer related problems, such as non-receipt of Allotment Advice, non-credit of
Allotted Equity Shares in the respective beneficiary account, and non-receipt of funds by electronic mode.

All grievances may be addressed to the Registrar to the Offer with a copy to the relevant Designated Intermediary
to whom the Bid cum Application Form was submitted. The Bidder should give full details such as name of the
sole or First Bidder, Bid cum Application Form number, Bidder DP 1D, Client ID, PAN, date of the submission
of Bid cum Application Form, address of the Bidder, number of the Equity Shares applied for and the name and
address of the Designated Intermediary where the Bid cum Application Form was submitted by the Bidder.

All grievances relating to Bids submitted with Registered Brokers may be addressed to them with copy to the
Stock Exchanges and to the Registrar to the Offer.

Further, the Bidder shall also enclose the Acknowledgement Slip from the Designated Intermediaries in addition
to the documents/information mentioned hereinabove.

In terms of SEBI circular no. SEBI/HO/CFD/DIL2/CIR/P/2018/22, dated February 15, 2018, any ASBA Bidder
whose Bid has not been considered for Allotment, due to failure on the part of any SCSB, shall have the option to
seek redressal of the same by the concerned SCSB within three months of the date of listing of the Equity Shares.
SCSBs are required to resolve these complaints within 15 days, failing which the concerned SCSB would have to
pay interest at the rate of 15% per annum for any delay beyond this period of 15 days.

Book Running Lead Managers
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YES SECURITIES (INDIA) LIMITED

Address: Unit no. 602 A, 6th Floor, Tower 1 & 2, IFC
Senapati Bapat Marg, Elphinstone Road, Mumbai
400013

Telephone: +91 22 3012 6919

Facsimile: +91 22 2421 4508

E-mail: mdl.ipo@yessecuritiesltd.in

Investor grievance e-mail: igc@yessecuritiesltd.in
Contact Person: Mukesh Garg/ Pratik Pednekar
Website: www.yesinvest.in

SEBI Registration No.: INM000012227

EDELWEISS FINANCIAL SERVICES LIMITED
Address: 14™ Floor, Edelweiss House, Off. C.S.T
Road, Kalina, Mumbai 400 098

Telephone: +91 22 4009 4400

Facsimile: +91 22 4086 3610

E-mail: mdl.ipo@edelweissfin.com

Investor grievance e-mail:
customerservice.mb@edelweissfin.com

Contact Person: Nishita John/Raviraj Acharya
Website: www.edelweissfin.com

SEBI Registration No.: INM0000010650

JM FINANCIAL LIMITED

Address: 7" Floor, Cnergy, Appasaheb Marathe Marg,
Prabhadevi, Mumbai 400 025.

Telephone: +91 22 6630 3030

Facsimile: +91 22 6630 3330

E-mail: mdl.ipo@jmfl.com

Investor grievance e-mail: grievance.ibd@jmfl.com
Contact Person: Prachee Dhuri

Website: www.jmfl.com

SEBI Registration No.: INM000010361

AXIS CAPITAL LIMITED

Address: Axis House, 1% Floor, Wadia International
Centre Pandurang Budhkar Marg, Worli, Mumbai
400 025

Telephone: + 91 22 4325 2183

Facsimile: +91 22 4325 3000

E-mail: mazagon.ipo@axiscap.in

Investor grievance e-mail: complaints@axiscap.in
Contact Person: Akash Aggarwal

Website: www.axiscapital.co.in

SEBI Registration No.: INM000012029

IDFC BANK LIMITED

Address: Naman Chambers, C — 32, G Block,
Bandra Kurla Complex, Bandra (East),
Mumbai — 400 051

Telephone: +91 22 7132 5500

Facsimile: +91 22 4222 2088

Email: mazagon.ipo@idfcbank.com
Website: www.idfchank.com

Investor Grievance ID: mb.ig@idfcbank.com
Contact Person: Gaurav Goyal

SEBI Registration Number: MB/INM000012250

Statement of the inter-se allocation of responsibilities among the BRLMs

The responsibilities and co-ordination by the BRLMs for various activities in this Offer are as follows:

il'; Activity Responsibility Co-ordinator

1. Pre-offer due diligence of our Company’s operations/ BRLMs YES Securities
management/ business plans/ legal.

2. Drafting and designing of the Draft Red Herring Prospectus, BRLMs YES Securities
Red Herring Prospectus and Prospectus.

3. Ensuring compliance with stipulated requirements and BRLMs YES Securities
completion of prescribed formalities with the Stock
Exchanges, RoC and SEBI including finalization of
Prospectus and RoC filing of the same.

4. Capital structuring with the relative components and BRLMs YES Securities
formalities such as composition of debt and equity, type of
instruments.

5. Co-ordination of auditor deliverables BRLMs YES Securities

6. Appointment of advertising agency including co-ordination BRLMs Edelweiss
for agreements to appoint the ad agency and filing of media Financial
compliance report to SEBI.

7. International institutional marketing including co-ordination BRLMs Edelweiss
for research briefing, allocation of investors for meetings and Financial
finalize roadshow schedules, preparation and finalisation of
the road-show presentation and frequently asked guestions.
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Sr.
No

Activity

Responsibility

Co-ordinator

Drafting and approval of all publicity material including
corporate advertisement, brochure.

BRLMs

Edelweiss
Financial

Drafting and approval of all statutory advertisements

BRLMs

Edelweiss
Financial

10.

Appointment of Registrar to the Offer including co-
ordination for agreements to appoint the Registrar to the Offer

BRLMs

IDFC

11.

Appointment of Monitoring Agency (if applicable) to the
Offer including co-ordination for agreements to appoint the
Monitoring Agency to the Offer

BRLMs

IDFC

12.

Domestic institutional marketing including banks/ mutual
funds and allocation of investors for meetings and finalizing
road show schedules. Pricing and managing the book.

BRLMs

IDFC

13.

Appointment of Banker(s) to the Offer and printer

BRLMs

JM Financial

14.

Non-Institutional marketing of the Offer and retail marketing

of the Offer, which will cover, inter alia:

e Formulating marketing strategies;

e Preparation of publicity budget, finalizing media and
public relations strategy;

e Finalizing centres for holding conferences for brokers;

e Finalizing collection centres; and

o  Follow-up on distribution of publicity and Offer material
including form, Prospectus and deciding on the quantum
of the Offer material.

BRLMs

JM Financial

15.

Coordination with Stock Exchanges for book building
process, filing of letters including software, bidding
terminals, mock trading and anchor investor intimation, and
payment of 1% security deposit to the designated stock
exchange.

BRLMs

JM Financial

16.

Post bidding activities including management of escrow
accounts, coordinate non-institutional allocation,
coordination with Registrar, SCSBs and Banks, intimation of
allocation and dispatch of refund to Bidders, etc.

BRLMs

Axis Capital

17.

Post-Offer activities, which shall involve essential follow-up
steps including allocation to Anchor Investors, follow-up
with Bankers to the Offer and SCSBs to get quick estimates
of collection and advising the issuer about the closure of the
Offer, based on correct figures, finalisation of the basis of
allotment or weeding out of multiple applications, listing of
instruments, dispatch of certificates or demat credit and
refunds and co-ordination with various agencies connected
with the post-Offer activity such as Registrar to the Offer,
Bankers to the Offer, SCSBs including responsibility for
underwriting arrangements, as applicable.

BRLMs

Axis Capital

18.

Payment of the applicable securities transactions tax on sale
of unlisted equity shares by the Selling Shareholder under the
Offer for Sale to the Government and filing of the securities
transactions tax return by the prescribed due date as per
Chapter VII of Finance (No. 2) Act, 2004.

BRLMs

Axis Capital

19.

Co-ordination with SEBI and Stock Exchanges for refund of
1% security deposit and submission of all post Offer reports
including the initial and final post Offer report to SEBI.

BRLMs

Axis Capital

Registrar to the Offer

Alankit Assignments Limited

Alankit Heights, 1E/13 Jhandewalan Extension,
New Delhi — 110055 India

Telephone: +91 11 4254 1952/54

Facsimile: +91 11 4154 3474

Email: mdl_ipo@alankit.com
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Website: www.alankit.com
Investor Grievance ID: mdl_igr@alankit.com
Contact Person: Pankaj Goenka /Bojimon KH

SEBI Registration Number: INR0O00002532

Indian Legal Counsel to our Company and the Selling Shareholder

DSK Legal, Advocates & Solicitors
1203, One Indiabulls Centre,

Tower 2, Floor 12 B,

841, Senapati Bapat Marg,
Elphinstone Road, Mumbai - 400 013
Telephone: +91 22 6658 8000
Facsimile: +91 22 6658 8001

International Legal Counsel to our Company and the Selling Shareholder

Riker, Danzig, Scherer, Hyland & Perretti, LLP

500 Fifth Avenue,

49th Floor,

New York, NY 10001,USA
Telephone: +1 (212) 302-6574
Facsimile: +1 (973) 451-3709

Indian Legal Counsel to the Book Running Lead Managers

Cyril Amarchand Mangaldas
201, Midford House, Midford Garden,

Off M.G. Road, Bengaluru 560 001, Karnataka, India

Telephone: +91 80 2558 4870
Facsimile: + 91 80 2558 4266

Statutory Auditors of our Company

Ford Rhodes Parks & Co. LLP

312/313, Sai Commercial Building,

3rd Floor, BKS Devshi Marg,

Govandi East, Mumbai 400 088

Telephone: +91 22 67979819 / 20
Facsimile: +91 22 67979821

Firm Registration No: 102860W / W100089
Email: frp_mumbai@hotmail.com

Peer Review No: 010240

Bankers to our Company

State Bank of India

2" floor, Commercial Branch,
N.G.N Vaidya Marg,
Horniman Circle, Fort,
Mumbai - 400001

Telephone: +91 22 2266 2064
Email: c.sarkar@sbi.co.in

Syndicate Members

HDFC Bank Limited

HDFC Bank House,

Senapati Bapat Marg,

Lower Parel (West),

Mumbai - 400013

Telephone: +91 22 3395 8187

Email: amritam.singh@hdfcbank.com

The Syndicate Members will be appointed prior to filing of the Red Herring Prospectus with the RoC.

Banker to the Offer/Public Offer Account Bank

IDBI Bank Limited
Mittal Tower, C wing, ground floor,
Nariman Point, Mumbai-400021

Axis Bank Limited
New Marinelines branch
Gr. Floor, Harchandrai House,



Telephone: +91 22-2288 5424 81, Queen’s road, M.K Marg,

Facsimile: +91 22-6633 6362 Mumbai-400 002

Email: ibk10000004@idbi.co.in Telephone: +91 22 6700 2331
Facsimile: +91 22 2200 7703
Email: NewMarineLines.Branchhead @axisbank.com
SEBI Registration Number: INBI00000017

Designated Intermediaries
Self-Certified Syndicate Banks

The list of SCSBs for the ASBA process is provided on the website of SEBI at www.sebi.gov.in or such other
websites as updated from time to time. For details of the Designated Branches which shall collect ASBA Forms
from the Bidders and Designated Intermediaries, please refer to the above-mentioned link.

Syndicate SCSB Branches

In relation to Bids submitted to a member of the Syndicate, the list of branches of the SCSBs at the Specified
Locations named by the respective SCSBs to receive deposits of ASBA Forms from the members of the Syndicate
is available on the website of the SEBI at www.sebi.gov.in/sebiweb/other/OtherAction.do?doRecognised=yes and
updated from time to time. For more information on such branches collecting ASBA Forms from the Syndicate
at Specified Locations, see the website of the SEBI at
www.sebi.gov.in/sebiweb/other/OtherAction.do?doRecognised=yes.

Registered Brokers

Bidders can submit ASBA Forms in the Offer through the Registered Brokers at the Broker Centres. The list of
the Registered Brokers, including details such as postal address, telephone numbers, and e-mail address, is
provided on the websites of BSE and NSE at www.bseindia.com and www.nseindia.com, respectively, and such
other websites as updated from time to time.

Registrar and Share Transfer Agents

The list of the RTAs eligible to accept ASBA Forms at the Designated RTA Locations, including details such as
address, telephone numbers, and e-mail address, is provided on the websites of BSE and NSE at
www.bseindia.com and www.nseindia.com, respectively, and such other websites as updated from time to time.
Collecting Depository Participants

The list of the CDPs eligible to accept ASBA Forms at the Designated CDP Locations, including details such as
name and contact details, are provided on the websites of BSE and NSE at
www.bseindia.com/Static/Markets/Publiclssues/RtaDp.aspx?expandable=6 and
www.nseindia.com/products/content/equities/ipos/asba_procedures.htm, respectively, or such other websites as
updated from time to time.

IPO grading

No credit rating agency, registered with SEBI has been appointed in respect of obtaining grading for the Offer.
Credit Rating

As this is an offer of Equity Shares, there is no credit rating for the Offer.

Experts

Except as stated below, our Company has not obtained any expert opinions:

Our Company has received written consent from the Statutory Auditors, namely, M/s Ford Rhodes Parks & Co.,
LLP, who hold a valid peer review certificate, to include its name as required under section 26(1)(a)(v) of the
Companies Act in this Draft Red Herring Prospectus and as an “Auditor” or “Statutory Auditor” and “expert” as
defined under section 2(38) of the Companies Act in respect of the examination report dated March 01, 2018 and

March 01, 2018 of the Statutory Auditors on the Restated Standalone Financial Statements and Restated
Consoldiated Financial Statements of our Company and the statement of tax benefits dated March 20, 2018,
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included in this Draft Red Herring Prospectus and such consents have not been withdrawn as on the date of this
Draft Red Herring Prospectus.

Trustees
As this is an offer of Equity Shares, there are no trustees appointed for the Offer.
Appraising Agencies

As the Offer is an offer for sale of Equity Shares, our Company will not receive any proceeds from the Offer.
Accordingly, no appraising entity has been appointed for the Offer.

Monitoring Agency

As the Offer is an offer for sale of Equity Shares, our Company will not receive any proceeds from the Offer.
Accordingly, no monitoring agency has been appointed for the Offer.

Book Building Process

Book building, in the context of the Offer, refers to the process of collection of Bids from investors on the basis
of the Red Herring Prospectus and the Bid cum Application Forms within the Price Band. The Price Band,
minimum Bid lot size, rupee amount of the Retail Discount and Employee Discount, as applicable shall be decided
by our Company and the Selling Shareholder, in consultation with the BRLMs, and advertised in all newspapers
wherein the pre-Offer Advertisement will be published, at least five Working Days prior to the Bid/Offer Opening
Date. The Offer Price shall be determined by our Company and the Selling Shareholder, in consultation with the
BRLMs after the Bid/Offer Closing Date. The principal parties involved in the Book Building Process are:

our Company;

the Selling Shareholder;

the BRLMs;

the Syndicate Members;

the SCSBs;

the Registered Brokers;

the Registrar to the Offer;

the Escrow Collection Bank(s);

the RTAs; and

the Collecting Depository Participants.

All Bidders can participate in the Offer only through the ASBA process.

In accordance with the SEBI ICDR Regulations, QIBs Bidding in the QIB Portion and Non-Institutional
Investors Bidding in the Non-Institutional Portion are not allowed to withdraw or lower the size of their
Bids (in terms of the quantity of the Equity Shares or the Bid Amount) at any stage. Retail Individual
Bidders and Eligible Employees bidding in the Employee Reservation Portion can revise their Bids during
the Bid/Offer Period and withdraw their Bids until the Bid/Offer Closing Date.

Our Company confirms that it will comply with the SEBI ICDR Regulations and any other directions issued
by SEBI for this Offer. The Selling Shareholder, confirms that it will comply with the SEBI ICDR
Regulations and any other directions issued by SEBI, as applicable, to the respective portion of their
respective Equity Shares offered in the Offer for Sale.

The process of Book Building under the SEBI ICDR Regulations and the Bidding Process are subject to
change from time to time and the investors are advised to make their own judgment about investment
through this process prior to submitting a Bid in the Offer.

For further details, see “Offer Structure” and “Offer Procedure” on pages 525 and 529, respectively. For an
illustration of the Book Building Process and the price discovery process, see “Offer Procedure — Part B — Basis
of Allocation” on page 563.

Notwithstanding the foregoing, the Offer is also subject to obtaining (i) the final approval of the RoC after the

Prospectus is filed with the RoC; and (ii) final listing and trading approvals of the Stock Exchanges, which our
Company shall apply for after Allotment.

71



Withdrawal of the Offer
For details in relation to refund on withdrawal of the Offer, see “Terms of the Offer” on page 520.
Underwriting Agreement

After the determination of the Offer Price and allocation of the Equity Shares, but prior to the filing of the
Prospectus with the RoC, our Company and the Selling Shareholder shall enter into an Underwriting Agreement
with the Underwriters for the Equity Shares proposed to be offered through the Offer. It is proposed that pursuant
to the terms of such Underwriting Agreement, the BRLMs shall be responsible for bringing in the amount
devolved in the event that the Syndicate Members do not fulfill their underwriting obligations. Pursuant to the
terms of the Underwriting Agreement, the obligations of the Underwriters are several and are subject to certain
conditions to closing, as specified therein. The Underwriting Agreement is dated [®] and has been approved by
our Board of Directors / committee thereof and the Selling Shareholder.

The Underwriters have indicated their intention to underwrite the following number of Equity Shares:

(This portion has been intentionally left blank and will be filled in before filing of the Prospectus with the RoC)
(R in million)
Name, address, telephone, fax, | Indicated number of Equity | Amount Underwritten
and email of the Underwriters Shares to be Underwritten
[e] [e] [e]
Total [o] [o]

The above mentioned is indicative underwriting and will be finalised after pricing and actual allocation and subject
to the provisions of Regulation 13(2) of the SEBI ICDR Regulations.

In the opinion of our Board of Directors and the Selling Shareholder (based on a certificate given by the
Underwriters), the resources of the above mentioned Underwriters are sufficient to enable them to discharge their
respective underwriting obligations in full. The Underwriters are registered with SEBI under section 12 (1) of the
SEBI Act or registered as brokers with the Stock Exchange(s). The Board of Directors/ IPO Committee, at its
meeting, held on [e], has accepted and entered into the Underwriting Agreement mentioned above on behalf of
our Company.

Allocation among the Underwriters may not necessarily be in proportion to their underwriting commitments set
forth in the table above. Notwithstanding the above table, the Underwriters shall only be responsible for ensuring
payment with respect to the Bids procured by them. In the event of any default in payment, the respective
Underwriter, in addition to other obligations defined in the Underwriting Agreement, will also be required to
procure subscribers for or subscribe to the Equity Shares to the extent of the defaulted amount in accordance with
the Underwriting Agreement. The underwriting arrangements mentioned above shall not apply to the applications
by the ASBA Bidders in the Offer, except for ASBA Bids procured by any member of the Syndicate.
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CAPITAL STRUCTURE

The share capital of our Company, as on the date of this Draft Red Herring Prospectus, is set forth below.

(In T except share data)

Particulars Aggregate value Aggregate value
at face value at Offer Price

A. | AUTHORISED SHARE CAPITAL*

323,720,000 Equity Shares 3,237,200,000 -
B. ISSUED, SUBSCRIBED AND PAID-UP SHARE CAPITAL BEFORE THE OFFER

224,100,000 Equity Shares 2,241,000,000 -
C. PRESENT OFFER IN TERMS OF THIS DRAFT RED HERRING PROSPECTUS

Offer for sale of [e] Equity Shares by the Selling [e] [e]

Shareholder®
D. Employee Reservation Portion of [e] Equity Shares [e] [e]

Net Offer of up to 22,410,000 Equity Shares 224,100,000 [e]
E. ISSUED, SUBSCRIBED AND PAID-UP SHARE CAPITAL AFTER THE OFFER

224,100,000 Equity Shares 2,241,000,000 -
F. SECURITIES PREMIUM ACCOUNT

Before the Offer Nil

After the Offer** Nil

* For details in relation to the alteration to the authorised share capital of our Company, see “History and

Certain Corporate Matters — Amendments to our Memorandum of Association” on page 155.

**As the Offer is an Offer for Sale, the entire proceeds would go to MoD. Our Company shall not receive any proceeds from

the Offer.

(a) The Offer has been authorised by resolutions of our Board dated March 01, 2018 and by the Selling
Shareholder through its letter bearing number 23(60)/2015/GRSE/D(NS-I) dated February 01, 2018,
conveying the approval granted by the Selling Shareholder Gol for the Offer.

(b) The Selling Shareholder vide its letter bearing number 23(60)/2015/D(NS-I) dated March 09, 2018, conveyed
the consent for inclusion of 22,410,000 Equity Shares and such number of additional Equity Shares not
exceeding 5.00% of the post offer share capital as permitted under applicable law for allocation and
allotment to eligible employees of our Company under the Employee Reservation Portion, held by the
President of India, acting through the Ministry of Defence, Government of India as part of the Offer for Sale.

Notes to the capital structure

1. Share Capital History :

(i) History of Equity Share capital of our Company

The following table sets out the history of the equity share capital of our Company:

Date of No. of Face Issue/ | Nature Nature of Cumulative Cumulative
allotment Equity Value Buy- of allotment number of paid-up
of Equity Shares ® back conside Equity Equity Share
Shares/ allotted price ration Shares Capital (k)
date when per
fully paid Equity
up Share
R
August 07, 4 100 100 | Cash Initial 4 400
1934 subscription
to the
MoA®W
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Date of No. of Face Issue/ | Nature | Nature of Cumulative Cumulative
allotment Equity Value Buy- of allotment number of paid-up
of Equity Shares ® back | conside Equity Equity Share
Shares/ allotted price ration Shares Capital (%)
date when per
fully paid Equity
up Share
®)
November 17,996 100 - | Other Allotment 18,000 1,800,000
30, 1935 than pursuant to
cash sale

agreement

dated

November

30, 1935
May 31, 45,000 100 100 | Cash Further 63,000 6,300,000
1948~ Issue®
February 10,000 100 100 | Cash Allotment 73,000 7,300,000
20, 1962 to the

Promoter
November 25,000 100 100 | Cash Allotment 98,000 9,800,000
22,1963 to the

Promoter
November 10,000 100 100 | Cash Allotment 108,000 10,800,000
24,1964 to the

Promoter
August 24, 20,000 100 100 | Cash Allotment 128,000 12,800,000
1965 to the

Promoter
January 25, 40,000 100 100 | Cash Allotment 168,000 16,800,000
1966 to the

Promoter
July 19, 16,000 100 100 | Cash Allotment 184,000 18,400,000
1966 to the

Promoter
September 32,000 100 100 | Cash Allotment 216,000 21,600,000
22,1966 to the

Promoter
March 31, 52,000 100 100 | Cash Allotment 268,000 26,800,000
1967 to the

Promoter
September 32,000 100 100 | Cash Allotment 300,000 30,000,000
20, 1967 to the

Promoter
September 30,000 100 100 | Cash Allotment 330,000 33,000,000
23,1970 to the

Promoter
September 25,000 100 100 | Cash Allotment 355,000 35,500,000
23,1971 to the

Promoter
December 25,000 100 100 | Cash Allotment 380,000 38,000,000
07, 1972 to the

Promoter
March 11, 50,000 100 100 | Cash Allotment 430,000 43,000,000
1974 to the

Promoter
April 15, 10,000 100 100 | Cash Allotment 440,000 44,000,000
1974 to the

Promoter
January 30, 50,000 100 100 | Cash Allotment 490,000 49,000,000
1975 to the

Promoter
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Date of No. of Face Issue/ | Nature Nature of Cumulative Cumulative
allotment Equity Value Buy- of allotment number of paid-up
of Equity Shares ® back | conside Equity Equity Share
Shares/ allotted price ration Shares Capital (%)
date when per
fully paid Equity
up Share
R

April 13, 110,000 100 100 | Cash Allotment 600,000 60,000,000
1978 to the

Promoter
January 17, 100,000 100 100 | Cash Allotment 700,000 70,000,000
1979 to the

Promoter
December 100,000 100 100 | Cash Allotment 800,000 80,000,000
18, 1979 to the

Promoter
April 21, 50,000 100 100 | Cash Allotment 850,000 85,000,000
1980 to the

Promoter
March 12, 200,000 100 100 | Cash Allotment 1,050,000 105,000,000
1981 to the

Promoter
June 24, 300,000 100 100 | Cash Allotment 1,350,000 135,000,000
1981 to the

Promoter
March 29, 600,000 100 100 | Cash Allotment 1,950,000 195,000,000
1982 to the

Promoter
June 26, 650,000 100 100 | Cash Allotment 2,600,000 260,000,000
1982 to the

Promoter
March 31, 1,200,000 100 100 | Cash Allotment 3,800,000 380,000,000
1983 to the

Promoter
April 16, 500,000 100 100 | Cash Allotment 4,300,000 430,000,000
1983 to the

Promoter

Issue
June 24, 600,000 100 100 | Cash Allotment 4,900,000 490,000,000
1983 to the

Promoter
September 800,000 100 100 | Cash Allotment 5,700,000 570,000,000
29, 1983 to the

Promoter
June 29, 200,000 100 100 | Cash Allotment 5,900,000 590,000,000
1984 to the

Promoter
August 06, 85,000 100 100 | Cash Allotment 5,985,000 598,500,000
1984 to the

Promoter
March 28, 800,000 100 100 | Cash Allotment 6,785,000 678,500,000
1985 to the

Promoter
June 27, 200,000 100 100 | Cash Allotment 6,985,000 698,500,000
1985 to the

Promoter
June 06, 500,000 100 100 | Cash Allotment 7,485,000 748,500,000
1986 to the

Promoter
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Date of No. of Face Issue/ | Nature Nature of Cumulative Cumulative
allotment Equity Value Buy- of allotment number of paid-up
of Equity Shares ® back | conside Equity Equity Share
Shares/ allotted price ration Shares Capital (%)
date when per
fully paid Equity
up Share
R

August 01, | 1,300,000 100 100 | Cash Allotment 8,785,000 878,500,000
1986 to the

Promoter
September | 1,200,000 100 100 | Cash Allotment 9,985,000 998,500,000
08, 1986 to the

Promoter
June 06, 150,000 100 100 | Cash Allotment 10,135,000 | 1,013,500,000
1987 to the

Promoter
December 1,300,000 100 100 | Cash Allotment 11,435,000 | 1,143,500,000
11, 1987 to the

Promoter
December 1,000,000 100 100 | Cash Allotment 12,435,000 | 1,243,500,000
21,1988 to the

Promoter
May 19, 200,000 100 100 | Cash Allotment 12,635,000 | 1,263,500,000
1989 to the

Promoter
May 19, 600,000 100 100 | Cash Allotment 13,235,000 | 1,323,500,000
1989 to the

Promoter
August 10, | 1,000,000 100 100 | Cash Allotment 14,235,000 | 1,423,500,000
1989 to the

Promoter
May 02, 935,000 100 100 | Cash Allotment 15,170,000 | 1,517,000,000
1990 to the

Promoter
June 18, 1,700,000 100 100 | Cash Allotment 16,870,000 | 1,687,000,000
1990 to the

Promoter
September 500,000 100 100 | Cash Allotment 17,370,000 | 1,737,000,000
30, 1991 to the

Promoter
May 19, 450,000 100 100 | Cash Allotment 17,820,000 | 1,782,000,000
1992 to the

Promoter
February 500,000 100 100 | Cash Allotment 18,320,000 | 1,832,000,000
05, 1993 to the

Promoter
March 05, 500,000 100 100 | Cash Allotment 18,820,000 | 1,882,000,000
1993 to the

Promoter
July 27, 500,000 100 100 | Cash Allotment 19,320,000 | 1,932,000,000
1994 to the

Promoter
February 200,000 100 100 | Cash Allotment 19,520,000 | 1,952,000,000
09, 1995 to the

Promoter
June 27, 400,000 100 100 | Cash Allotment 19,920,000 | 1,992,000,000
1995 to the

Promoter
March 31, 4,980,000 100 - |- Bonus issue 24,900,000 | 2,490,000,000
2017 (ratio of one

equity share
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Date of No. of Face Issue/ | Nature | Nature of Cumulative Cumulative
allotment Equity Value Buy- of allotment number of paid-up
of Equity Shares ® back | conside Equity Equity Share

Shares/ allotted price ration Shares Capital (%)
date when per
fully paid Equity

up Share
®)
for  every
four  fully
paid up
equity share
held)

Pursuant to board resolution dated September 22, 2017, the Equity Shares of face value of 3100 each were
split into ten Equity Shares of the face value of 310 each. Accordingly, the issued and paid up capital of our
Company stood revised from 24,900,000 Equity Shares of 2100 each to 249,000,000 Equity Shares of 210
each.

December (24,900,0 10 | 101.80 | Cash Buy-back of 224,100,000 | 2,241,000,000
08, 2017** 00) Equity
Shares from
the
shareholder
S

*part payment for the allotment of 22,500 Equity Shares each was made by British India Steam Navigation
Company Limited and Peninsular & Oriental Steam Navigation Company. The Equity Shares were fully paid up
on March 30, 1950.

** Buy back of 24,900,000 Equity Shares by our Company at a price of ¥101.80 per Equity Share from the existing
shareholders as authorized by our Board through a resolution dated September 22, 2017.

(1) Subscription of one Equity Share each by A.O. Brown and R.R. Haddow and allotment of one Equity Share
each to A.K.G. Hogg and W. Keay

(2)9,000 Equity Shares were allotted to Peninsular & Oriental Steam Navigation Company Limited, 8,995 Equity
Shares were allotted to British India Steam Navigation Company Limited and one Equity Share was allotted to
H.M. Muir

(3) 22,500 Equity Shares were Allotted to Peninsular & Oriental Steam Navigation Company Limited and 22,500
Equity Shares were allotted to British India Steam Navigation Company Limited

#Note: RoC filings pertaining to the allotments prior to March 31, 2017 as per the table above are not traceable.
Please refer to the section titled “Risk Factors — We do not have access to records and data pertaining to certain
historical legal and secretarial information in relation to certain disclosures. Further, there are certain
discrepancies in the records available with us” on page 28.

All allotments made post February 20, 1962 were made to the President of India, acting through the MoD, and
his nominees pursuant to the acquisition of the Company by the Gol.

(i) History of preference share capital of our Company

The following table sets out the history of the preference share capital of our Company:

Date of | Number of | Fac | Issu | Nature Details Cumulat | Cumulati
allotmen | preference | e e of ive ve
t/redem Shares val | pric | consider number | preferenc
ption allotted ue e ation of e share
/(redeeme | () | /con preferen capital
d) Versi ce shares
on
pric
e
R
April 21, | 12,372,000 | 100 - | Other Conversion of Government | 12,372,0 | 1,237,200,
1999 than cash | loan amounting to 985.5 00 000
million plus accumulated
interest of ¥251.7 million
(upto March 31, 1997)
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Date of | Number of | Fac | Issu | Nature Details Cumulat | Cumulati
allotmen | preference | e e of ive ve
t/redem Shares val | pric | consider number | preferenc
ption allotted ue e ation of e share
/(redeeme | () | /con preferen capital
d) versi ce shares
on
pric
e
R®)
aggregating to  %1,237.2
million by  issue  of
12,372,000, 7% Redeemable
Cumulative Preference shares
March (1,600,000) | 100 | 100 | Cash Redemption of 7% | 10,772,0 | 1,077,200,
31, 2000 Redeemable Cumulative 00 000
Preference Shares
Septemb (874,400) | 100 | 100 | Cash Redemption of 7% | 9,897,60 | 989,760,0
er 22, Redeemable Cumulative 0 00
2000 Preference Shares
October (2,474,400) | 100 | 100 | Cash Redemption of 7% | 7,423,20 | 742,320,0
01, Redeemable Cumulative 0 00
2007* Preference Shares
2008- (2,474,400) | 100 | 100 | Cash Redemption of 7% | 4,948,80 | 494,880,0
2009* Redeemable Cumulative 0 00
Preference Shares
2009-10* | (2,474,400) | 100 | 100 | Cash Redemption of 7% | 2,474,40 | 247,440,0
Redeemable Cumulative 0 00
Preference Shares
2010-11* | (2,474,400) | 100 | 100 | Cash Redemption of % Nil Nil
Redeemable Cumulative
Preference Shares

*Note: RoC filings pertaining to all the redemptions after September 22, 2000 as per the table above are not
traceable. Please refer to the section titled “Risk Factors —\We do not have access to records and data pertaining
to certain historical legal and secretarial information in relation to certain disclosures. Further, there are certain
discrepancies in the records available with us.” on page 28.

(iii) Allotments for consideration other than cash
Equity Shares issued for consideration other than cash
Date of No. of Face Issue Reasons for allotment
allotment Equity Value | price
[/transaction Shares ® per
Equity
Share
®)
November 17,996 100 - | Allotment pursuant to sale agreement dated November
30, 1935 30, 1935

Preference Shares issued for cons

ideration other than cash

Date of No. of Face Issue Reasons for allotment
allotment Preference | Value price
/transaction Shares ® per
Equity
Share
®)
April 21, 12,372,000 100 - | Conversion of Government loan amounting to ¥985.5
1999 million plus accumulated interest of ¥251.70 million
(upto March 31, 1997) aggregating to %1,237.2 million
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Date of No. of Face Issue Reasons for allotment
allotment Preference | Value price
[/transaction Shares ® per
Equity
Share
®)
by issue of 12,372,000, 7% Redeemable Cumulative
Preference shares
2. History of build-up, Prometer’s contribution and Lock-in of Promoters’ Shareholding
a) Build-up of Promoters’ shareholding in our Company

As on the date of this Draft Red Herring Prospectus, our Promoter holds, in aggregate, 224,100,000
Equity Shares, which constitutes 100% of the issued, subscribed and paid-up Equity Share capital of our

Company.

Date of No. of | Face | Issue/ | Nature of | Nature of | Cumulativ | Percentag | Percentage
allotment | Equity | Valu | Buyb | considerat | Allotmen | e number e of pre- of post-
of Equity | Shares e ack ion t of Equity Offer Offer

Shares/ | allotted | () price Shares issued and | issued and

Date / per paid up paid up
when transfe Equit capital** capital**
fully paid rred y
up Share
®)

May 13, 62,995% 100 100 | Cash Transfer 62,995 0.28 0.28
1960 of shares

to the

Promoter
February 10,000 100 100 | Cash Allotment 72,995 0.04 0.04
20, 1962 to the

Promoter
November 25,000 100 100 | Cash Allotment 97,995 0.11 0.11
22,1963 to the

Promoter
November 10,000 100 100 | Cash Allotment 107,995 0.04 0.04
24,1964 to the

Promoter
August 20,000 100 100 | Cash Allotment 127,995 0.09 0.09
24,1965 to the

Promoter
January 40,000 100 100 | Cash Allotment 167,995 0.18 0.18
25, 1966 to the

Promoter
July 19, 16,000 100 100 | Cash Allotment 183,995 0.07 0.07
1966 to the

Promoter
September | 32,000 100 100 | Cash Allotment 215,995 0.14 0.14
22,1966 to the

Promoter
March 31, 52,000 100 100 | Cash Allotment 267,995 0.23 0.23
1967 to the

Promoter
September | 32,000 100 100 | Cash Allotment 299,995 0.14 0.14
20, 1967 to the

Promoter
September | 30,000 100 100 | Cash Allotment 329,995 0.13 0.13
23,1970 to the

Promoter
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Date of No. of | Face | Issue/ | Nature of | Nature of | Cumulativ | Percentag | Percentage
allotment | Equity | Valu | Buyb | considerat | Allotmen | e number e of pre- of post-
of Equity | Shares e ack ion t of Equity Offer Offer

Shares/ | allotted | () price Shares issued and | issued and

Date / per paid up paid up
when transfe Equit capital** capital**
fully paid rred y
up Share
®)

September | 25,000 100 100 | Cash Allotment 354,995 0.11 0.11
23,1971 to the

Promoter
December 25,000 100 100 | Cash Allotment 379,995 0.11 0.11
07, 1972 to the

Promoter
March 11, 50,000 100 100 | Cash Allotment 429,995 0.22 0.22
1974 to the

Promoter
April 15, 10,000 100 100 | Cash Allotment 439,995 0.04 0.04
1974 to the

Promoter
January 50,000 100 100 | Cash Allotment 489,995 0.22 0.22
30, 1975 to the

Promoter
April 13, 110,000 100 100 | Cash Allotment 599,995 0.49 0.49
1978 to the

Promoter
January 100,000 100 100 | Cash Allotment 699,995 0.45 0.45
17,1979 to the

Promoter
December | 100,000 100 100 | Cash Allotment 799,995 0.45 0.45
18, 1979 to the

Promoter
April 21, 50,000 100 100 | Cash Allotment 849,995 0.22 0.22
1980 to the

Promoter
March 12, | 200,000 100 100 | Cash Allotment 1,049,995 0.89 0.89
1981 to the

Promoter
June 24, 300,000 100 100 | Cash Allotment 1,349,995 1.34 1.34
1981 to the

Promoter
March 29, | 600,000 100 100 | Cash Allotment 1,949,995 2.68 2.68
1982 to the

Promoter
June 26, 650,000 100 100 | Cash Allotment 2,599,995 2.90 2.90
1982 to the

Promoter
March 31, | 1,200,0 100 100 | Cash Allotment | 3,799,995 5.35 5.35
1983 00 to the

Promoter
April 16, 500,000 100 100 | Cash Allotment | 4,299,995 2.23 2.23
1983 to the

Promoter
June 24, 600,000 100 100 | Cash Allotment | 4,899,995 2.68 2.68
1983 to the

Promoter
September | 800,000 100 100 | Cash Allotment 5,699,995 3.57 3.57
29, 1983 to the

Promoter
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Date of No. of | Face | Issue/ | Nature of | Nature of | Cumulativ | Percentag | Percentage
allotment | Equity | Valu | Buyb | considerat | Allotmen | e number e of pre- of post-
of Equity | Shares e ack ion t of Equity Offer Offer

Shares/ | allotted | () price Shares issued and | issued and

Date / per paid up paid up
when transfe Equit capital** capital**
fully paid rred y
up Share
®)

June 29, 200,000 100 100 | Cash Allotment | 5,899,995 0.89 0.89
1984 to the

Promoter
August 85,000 100 100 | Cash Allotment | 5,984,995 0.38 0.38
06, 1984 to the

Promoter
March 28, | 800,000 100 100 | Cash Allotment 6,784,995 3.57 3.57
1985 to the

Promoter
June 27, 200,000 100 100 | Cash Allotment 6,984,995 0.89 0.89
1985 to the

Promoter
June 06, 500,000 100 100 | Cash Allotment 7,484,995 2.23 2.23
1986 to the

Promoter
August 1,300,0 100 100 | Cash Allotment | 8,784,995 5.80 5.80
01, 1986 00 to the

Promoter
September | 1,200,0 100 100 | Cash Allotment 9,984,995 5.35 5.35
08, 1986 00 to the

Promoter
June 06, 150,000 100 100 | Cash Allotment | 10,134,995 0.67 0.67
1987 to the

Promoter
December | 1,300,0 100 100 | Cash Allotment | 11,434,995 5.80 5.80
11, 1987 00 to the

Promoter
December | 1,000,0 100 100 | Cash Allotment | 12,434,995 4.46 4.46
21,1988 00 to the

Promoter
May 19, 200,000 100 100 | Cash Allotment | 12,634,995 0.89 0.89
1989 to the

Promoter
May 19, 600,000 100 100 | Cash Allotment | 13,234,995 2.68 2.68
1989 to the

Promoter
August 1,000,0 100 100 | Cash Allotment | 14,234,995 4.46 4.46
10, 1989 00 to the

Promoter
May 02, 935,000 100 100 | Cash Allotment | 15,169,995 4.17 4.17
1990 to the

Promoter
June 18, 1,700,0 100 100 | Cash Allotment | 16,869,995 7.59 7.59
1990 00 to the

Promoter
September | 500,000 100 100 | Cash Allotment | 17,369,995 2.23 2.23
30, 1991 to the

Promoter
May 19, 450,000 100 100 | Cash Allotment | 17,819,995 2.01 2.01
1992 to the

Promoter
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Date of No. of | Face | Issue/ | Nature of | Nature of | Cumulativ | Percentag | Percentage
allotment | Equity | Valu | Buyb | considerat | Allotmen | e number e of pre- of post-
of Equity | Shares e ack ion t of Equity Offer Offer

Shares/ | allotted | () price Shares issued and | issued and

Date / per paid up paid up
when transfe Equit capital** capital**
fully paid rred y
up Share
®)

February 500,000 100 100 | Cash Allotment | 18,319,995 2.23 2.23
05, 1993 to the

Promoter
March 05, | 500,000 100 100 | Cash Allotment | 18,819,995 2.23 2.23
1993 to the

Promoter
July 27, 500,000 100 100 | Cash Allotment | 19,319,995 2.23 2.23
1994 to the

Promoter
February 200,000 100 100 | Cash Allotment | 19,519,995 0.89 0.89
09, 1995 to the

Promoter
June 27, 400,000 100 100 | Cash Allotment | 19,919,995 1.78 1.78
1995 to the

Promoter
March 31, | 4,980,0 100 - - Bonus 24,899,995 22.22 22.22
2017 00 issue

(ratio of

one equity

share for

every four

fully paid

up equity

share

held)
August (8] 100 100 | Cash Transfer 24,899,994 | Negligible | Negligible
23,2017 of Equity

Shares

from

President

of India to

its

nominees
With effect from September 22, 2017, the Equity Shares of face value of 100 each were split into ten Equity
Shares of the face value of 210 each. Accordingly, the shareholding of the Promoter stood revised from
24,899,994 Equity Shares of 100 each to 248,999,940 Equity Shares of 10 each.
December | (24,900, 10 | 101.8 | Cash Buy- back | 224,099,94 11.11 11.11
08, 000) 0 by  our 0
2017*** Company

of Equity

Shares

from the

sharehold

ers
Total 10 10 224,099,94 100.00* 100.00

0*

#Five equity shares were held by the nominees of our Promoter.

*60 Equity Shares are held by the nominees of our Promoter, who together with its nominees hold 224,100,000
Equity Shares.
**Adjusted for split, as applicable

All the Equity Shares held by our Promoter were fully paid-up as at the dates they were acquired by our Promoter.
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***Buy back of 24,900,000 Equity Shares by our Company at a price of <101.80 per Equity Share from the
existing shareholders as authorized by our Board through a resolution dated September 22, 2017.

b) Details of Promoter contribution locked in for three years:
Pursuant to Regulations 32(1)(a) and 36 of the SEBI ICDR Regulations, an aggregate of 20% of the fully
diluted post Offer paid up Equity Share capital of our Company held by our Promoters shall be
considered as minimum Promoter’s contribution and locked-in for a period of three years from the date
of Allotment under this Offer. (“Promoter’s Contribution”).
The President of India, acting through the MoD has, vide letter bearing reference No. 23(60)/2015/D(NS-
I) dated March 09, 2018 consented to include 44,820,000 Equity Shares held by it, constituting 20% of
the fully diluted post-Offer Equity Share capital of our Company as Promoter’s Contribution, and has
agreed not to dispose, sell, transfer, charge, pledge or otherwise encumber in any manner the Promoter’s
Contribution from the date of this Draft Red Herring Prospectus, until the commencement of the lock-in
period specified above, or for such other time as required under SEBI ICDR Regulations.
The MoD has confirmed to our Company and the BRLMs that the acquisition of Equity Shares
(constituting the 20% of the fully diluted post-Offer equity share capital of our Company) has been
financed from the consolidated fund of India and no loans or financial assistance from any bank or
financial institution has been availed for such purpose.
Details of the Promoter’s Contribution are as provided below:
Name of No. of Date on |Nature of Issue Nature of | Number of | % of | No. of
promote | Equity which issue price/ payment of Equity post- [pledge
r Shares Equity acquisitio |consideratio Shares Offer d
Shares n price (%) n locked —in | paid-up |Equity
were capital* |Shares
allotted/ *
acquired
Presiden 62,995* | May 13, Transfer 100 | Cash 629,950* 0.28 Nil
t of 1960 of shares
India to the
Promoter
Presiden 10,000* | February | Allotmen 100 | Cash 100,000* 0.04 Nil
t of 20,1962 |t of
India shares to
the
Promoter
Presiden 25,000* | Novembe | Allotmen 100 | Cash 250,000* 0.11 Nil
t of r22, t of
India 1963 shares to
the
Promoter
Presiden 10,000* | Novembe | Allotmen 100 | Cash 100,000* 0.04 Nil
t of r24, t of
India 1964 shares to
the
Promoter
Presiden 20,000* | August Allotmen 100 | Cash 200,000* 0.09 Nil
t of 24,1965 |t of
India shares to
the
Promoter
Presiden 40,000* | January Allotmen 100 | Cash 400,000* 0.18 Nil
t of 25,1966 |t of
India shares to
the
Promoter
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Name of No. of Date on |Nature of Issue Nature of | Number of | %o of No. of
promote | Equity which issue price/ payment of Equity post- |pledge
r Shares Equity acquisitio |consideratio Shares Offer d

Shares n price ) n locked —in |paid-up |Equity
were capital* |Shares
allotted/ &
acquired
Presiden 16,000%* | July 19, Allotmen 100 | Cash 160,000* 0.07 Nil
t of 1966 t of
India shares to
the
Promoter
Presiden 32,000* | Septembe | Allotmen 100 | Cash 320,000* 0.14 Nil
t of r22, t of
India 1966 shares to
the
Promoter
Presiden 52,000* | March Allotmen 100 | Cash 520,000* 0.23 Nil
t of 31,1967 |t of
India shares to
the
Promoter
Presiden 32,000* | Septembe | Allotmen 100 | Cash 320,000* 0.14 Nil
t of r 20, t of
India 1967 shares to
the
Promoter
Presiden 30,000* | Septembe | Allotmen 100 | Cash 300,000* 0.13 Nil
t of r 23, t of
India 1970 shares to
the
Promoter
Presiden 25,000* | Septembe | Allotmen 100 | Cash 250,000* 0.11 Nil
t of r23, t of
India 1971 shares to
the
Promoter
Presiden 25,000* | Decembe | Allotmen 100 | Cash 250,000* 0.11 Nil
t of r 07, t of
India 1972 shares to
the
Promoter
Presiden 50,000* | March Allotmen 100 | Cash 500,000* 0.22 Nil
t of 11,1974 |t of
India shares to
the
Promoter
Presiden 10,000* | April 15, | Allotmen 100 | Cash 100,000* 0.04 Nil
t of 1974 t of
India shares to
the
Promoter
Presiden 50,000* | January Allotmen 100 | Cash 500,000* 0.22 Nil
t of 30,1975 |t of
India shares to
the
Promoter
Presiden | 110,000* | April 13, | Allotmen 100 | Cash 1,100,000* 0.49 Nil
t of 1978 t of
India shares to
the
Promoter
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Name of No. of Date on |Nature of Issue Nature of |Numberof | % of | No. of
promote | Equity which issue price/ payment of Equity post- |pledge
r Shares Equity acquisitio |consideratio Shares Offer d

Shares n price ) n locked —in |paid-up |Equity
were capital* |Shares
allotted/ &
acquired

Presiden | 100,000* | January Allotmen 100 | Cash 1,000,000* 0.45 Nil
t of 17,1979 |t of
India shares to

the

Promoter
Presiden | 100,000* | Decembe | Allotmen 100 | Cash 1,000,000* 0.45 Nil
t of r 18, t of
India 1979 shares to

the

Promoter
Presiden 50,000* | April 21, | Allotmen 100 | Cash 500,000* 0.22 Nil
t of 1980 t of
India shares to

the

Promoter
Presiden | 200,000* | March Allotmen 100 | Cash 2,000,000* 0.89 Nil
t of 12,1981 |t of
India shares to

the

Promoter
Presiden | 300,000* | June 24, Allotmen 100 | Cash 3,000,000* 1.34 Nil
t of 1981 t of
India shares to

the

Promoter
Presiden | 600,000* | March Allotmen 100 | Cash 6,000,000* 2.68 Nil
t of 29,1982 |t of
India shares to

the

Promoter
Presiden | 650,000* | June 26, Allotmen 100 | Cash 6,500,000* 2.90 Nil
t of 1982 t of
India shares to

the

Promoter
Presiden | 1,200,000 | March Allotmen 100 | Cash 12,000,000 5.35 Nil
t of *131,1983 |t of *
India shares to

the

Promoter
Presiden | 500,000* | April 16, | Allotmen 100 | Cash 5,000,000* 2.23 Nil
t of 1983 t of
India shares to

the

Promoter
Presiden 182,005* | June 24, Allotmen 100 | Cash 1,820,050* 0.81 Nil
t of 1983 t of
India shares to

the

Promoter
Total 44,820,000 20.00

*With effect from September 22, 2017 each Equity Share of face value of T100 each was split into 10 Equity

Shares of face value of ¥10 each.
**Adjusted for split as applicable.
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The Promoter’s Contribution has been brought in to the extent of not less than the specified minimum lot, as
required under the SEBI ICDR Regulations.

The Equity Shares that are being locked-in for computation of Promoter’s Contribution are not, ineligible for
Promoter’s Contribution under Regulation 33 of the SEBI ICDR Regulations as:

(i) the Equity Shares offered as part of the Promoter’s Contribution do not comprise Equity Shares acquired
during the preceding three years from the date of this Draft Red Herring Prospectus, for (a) consideration
other than cash and where revaluation of assets or capitalisation of intangible assets was involved; or (b)
bonus issue out of revaluations reserves or unrealised profits of our Company or from a bonus issue against
Equity Shares that are otherwise ineligible for computation of Promoter’s Contribution;

(ii) the Promoter’s Contribution does not include any Equity Shares acquired during the preceding one year at a
price lower than the price at which Equity Shares are being offered to the public in the Offer;

(iii) The Equity Shares offered for Promoter's Contribution have not been formed by the conversion of partnership
firm into a company;

(iv) The Promoter’s Contribution are not subject to any pledge or any other form of encumbrances;

(V) The Equity Shares offered for Promoter’s Contribution does not consist of Equity Shares for which specific
written consent has not been obtained from our Promoter for inclusion of its subscription in the minimum
Promoter’s Contribution; and

(vi) All the Equity Shares held by the Promoter are in the process of being dematerialised, except the Equity
Shares held by the nominee shareholders on behalf of our Promoter. These Equity Shares would be
transferred to our Promoter and dematerialised post listing of Equity Shares.

3. Sales or purchases of Equity Shares or other specified securities of our Company by our Promoter,
or our Directors, or their immediate relatives during the period of six months immediately
preceding the date of this Draft Red Herring Prospectus.

Our Promoter, our Directors, or their immediate relatives have not sold or purchased any Equity Shares
or other specified securities of our Company during the six months immediately preceding the date of
this Draft Red Herring Prospectus.

4, Details of Equity Shares locked in for one year:

In terms of Regulation 37 of SEBI ICDR Regulations and in addition to the above Equity Shares (forming
part of the Promoter’s Contribution) that are locked-in for three years, the entire pre-Offer share capital
of our Company excluding the Equity Shares proposed to be sold in the Offer for Sale, will be locked-in
for a period of one year from the date of Allotment in the Offer.

The Equity Shares held by our Promoter may be transferred to new promoters or persons in control of
our Company, subject to continuation of the lock-in in the hands of the transferees for the remaining
period and compliance with the Takeover Regulations.

c) Other requirements in respect of lock-in:

In terms of regulation 39 of SEBI ICDR Regulations, Equity Shares held by our Promoter which are
locked in for a period of one year may be pledged only with scheduled commercial banks or public
financial institutions as collateral security for loans granted by such banks or financial institutions,
provided that the (i) pledge of the Equity Shares is one of the terms of the sanction of the loan; and (ii)
if the Equity Shares are locked-in as Promoter’s Contribution for three years under regulation 36(a) of
the SEBI ICDR Regulations, then in addition to the requirement in (i) above, such shares may be pledged
only if the loan has been granted by the scheduled commercial bank or public financial institution for the
purpose of financing one or more of the objects of the Offer.

The Equity Shares held by our Promoter may be transferred to new promoters or persons in control of

our Company, subject to continuation of the lock-in in the hands of the transferees for the remaining
period and compliance with the Takeover Regulations.
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5. Our Shareholding Pattern
Categor Category of the No | No. of fully | No. of No. Total No. Share No. of Voting Rights held in each class of No. of Shareho Number of Number of Num
y (1) Shareholder (I1) . of paid up partl of shares held holdi securities (1X) shares Iding as Locked in shares pledged | ber of
Sh equity y share Ve ng as Underlyi a% shares (XI1) or otherwise equit
are | shares held | paid- S (I\V)+(V)+ a% ng assumin encumbered y
hol (1v) up unde (V1) of Outstandi g full (X11) share
de equit | rlyin total ng conversi s held
rs Y g no. of convertib on of in
n share | Depo share le converti dema
1) s held | sitory S securities ble teriali
V) Recei (calcu (includin | securitie zed
pts lated g s(asa from
(%)) as Warrants % of (X1V)
per ) (X) diluted
SCR No. of Voting Rights Total share No. As a No. Asa
R, asa % capital @) % of @) % of
1957) of total Xh)=(Vv total total
(V1) voting 11)+(X) share shares
Asa rights asa % s held held
% of of (b) (b)
(A+B (A+B+C
+C2) 2)
(VIII) | Classeg: X | Clas Total
seg:
Y
) g%?gier & Promoter 7 | 224,100,000 - ~| 224100000 | 100 | 224100000 | - | 224,100,000 100 - - - - -
(B) Public - - - - - - - - - - - - - - - - -
©) Non Promoter-Non - - - - - - - - - - - - - - - - -
Public
) Shares underlying - - - - - - - - - - - - - - - - -
Custodian/Depository
Receipts
) Shares held by - - - - - - - - - - - - - - - - -
Employee Trusts
Total (A)+(B)+ 224,100,000 224,100,000 224,100,000 224,100,000 - - - - - - -
(C) 7 *x - - *x 100 **% - **% 100

* The Promoter holds 100% of the Equity Shares of our Company out of which 224,099,940 Equity Shares are held by the President of India, 10 Equity Shares each are held by
Vijendra, Rakesh Anand, Ashwani Kumar, Ajay Kumar, Subhash Chandra and Sadhana Khanna as a nominee of President of India.
** Sixty Equity Shares which are held by six nominees would continue to be held by them in physical form till the Offer is concluded. These sixty Equity Shares would be transferred

to the Promoter and dematerialized post listing of Equity Shares.
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a)

b)

Shareholding of our Directors and Key Management Personnel in our Company

Except for our Director Rakesh Anandwho holds Equity Shares in our Company as a nominee of the
President of India, none of our Directors or Key Management Personnel hold any Equity Shares in their
individual capacities, as on the date of this Draft Red Herring Prospectus.

Top ten shareholders of our Company

The list of top 10 shareholders of our Company as on the date of the Draft Red Herring Prospectus and
the number of Equity Shares held by them is as under:

S. No. Name of the shareholder Number of Equity % of Equity
Shares held** Share Capital

1. President of India 224,099,940 99.99

2. Vijayendra* 10 Negligible

3. Rakesh Anand* 10 Negligible

4. Ashwani Kumar* 10 Negligible

5. Ajay Kumar* 10 Negligible

6 Subhash Chandra* 10 Negligible

7 Sadhana Khanna* 10 Negligible

*As a nominee of our Promoter
** Equity Shares of face value 10 each

The list of top 10 shareholders of our Company as on 10 days prior to the date of the Draft Red Herring
Prospectus and the number of Equity Shares held by them is as under

S. No. Name of the shareholder Number of Equity % of Equity
Shares held** Share Capital

1. President of India 224,099,940 99.99

2. Vijayendra* 10 Negligible

3. Rakesh Anand* 10 Negligible

4. Ashwani Kumar* 10 Negligible

5. Ashok K. Gupta* 10 Negligible

6 Surina Rajan* 10 Negligible

7 Sadhana Khanna* 10 Negligible

*As a nominee of our Promoter
** Equity Shares of face value 10 each

The list of top 10 shareholders of our Company as on two years prior to the date of the Draft Red Herring
Prospectus and the number of Equity Shares held by them is as under:

S. No. Name of Shareholder Number of Equity % of Equity
Shares held** Share Capital

1 President of India 19,919,995 99.99

2. Bharat Khera* 2 Negligible

3. Rahul K.Shrawat* 1 Negligible

4. Prem K. Kataria* 1 Negligible

5. Ashok K. Gupta* 1 Negligible

*As a nominee of our Promoter
** Equity Shares of face value <100 each

Our Company has not made any issue of specified securities at a price that may be lower than the Offer
Price in the one year preceding the date of this Draft Red Herring Prospectus.

Our Company, our Directors, and the BRLMs have not entered into any buy-back safety net, and/or

standby arrangements or any other similar arrangements for the purchase of Equity Shares from any
person, being offered in the Offer.
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10.

11.

12.

13.

14.

15.

16.

17.

18.

19.

20.

21,

22,

23.

Neither the BRLMs and nor their associates hold any Equity Shares as on the date of filing of this Draft
Red Herring Prospectus.

No person connected with the Offer, including, but not limited to, the BRLMs, the Syndicate Members,
our Company, the Selling Shareholder, our Directors, our KMPs, our Promoter, shall offer, whatsoever,
any incentive, whether direct or indirect, in any manner, whether in cash, in kind or in services or
otherwise to any Bidder for making a Bid.

The total number of holders of the Equity Shares as on the date of this Draft Red Herring Prospectus is
seven.

Our Company has not issued any Equity Shares out of its revaluation reserves.

The Equity Shares (including the Equity Shares forming part of the Offer for Sale) are fully paid-up and
there are no partly paid-up Equity Shares as on the date of filing this Draft Red Herring Prospectus.

There are no outstanding convertible securities or any other right which would entitle any person any
option to receive Equity Shares as on the date of this Draft Red Herring Prospectus.

Our Company has not allotted any shares pursuant to any scheme approved under Chapter XV of the
Companies Act, 2013 or under sections 391-394 of the Companies Act, 1956.

Our Company does not intend or proposes or is under negotiation or consideration to alter its capital
structure for a period of six months from the Bid/Offer Opening Date, by way of split or consolidation
of the denomination of Equity Shares or further issue of Equity Shares whether on a preferential basis or
issue of bonus or rights or further public issue of Equity Shares or qualified institutions placement.

There will be no further issue of Equity Shares whether by way of issue of bonus shares, preferential
allotment, rights issue or in any other manner during the period commencing from the submission of the
Draft Red Herring Prospectus with SEBI until the Equity Shares have been listed on the Stock Exchanges.

There has been no financing arrangements by which the Directors of our Company and their relatives
have financed the purchase by any other person of securities of our Company other than in the normal
course of business of the financing entity during the period of six months immediately preceding the date
of filing of the Draft Red Herring Prospectus with the SEBI.

Our Promoter will not submit Bids or otherwise participate in this Offer, except to the extent of offering
the Equity Shares in the Offer for Sale.

This Offer is being made under Rule 19(2)(b)(iii) of the SCRR read with Regulation 41 of the SEBI
ICDR Regulations, wherein at least 10.00% of the post-Offer paid-up Equity Share capital of our
Company will be offered to the public. Our Company is eligible for the Offer in accordance with
Regulation 26(1) of the SEBI ICDR Regulations.

The Offer is being made through the Book Building Process, wherein 50% of the Net Offer shall be
allocated to QIBs on a proportionate basis. 5.00% of the QIB Portion shall be available for allocation on
a proportionate basis to Mutual Funds only. The remainder of the QIB Portion shall be available for
allocation on a proportionate basis to all QIBs, including Mutual Funds, subject to valid Bids being
received from them at or above the Offer Price. Further, not less than 15% of the Net Offer shall be
available for allocation on a proportionate basis to Non-Institutional Bidders and not less than 35% of
the Net Offer shall be available for allocation to Retail Individual Bidders in accordance with the SEBI
ICDR Regulations, subject to valid Bids being received from them at or above the Offer Price. Further,
[e] Equity Shares shall be offered for allocation and Allotment on a proportionate basis to the Eligible
Employees Bidding in the Employee Reservation Portion, conditional upon valid Bids being received at
or above the Offer Price.

Eligible Employees Bidding in the Employee Reservation Portion (if any) can Bid upto a Bid Amount
of 500,000 (on a net basis). However, a Bid by an Eligible Employee in the Employee Reservation
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24,

25.

26.

27.

28.

29.

30.

31.

Portion will be considered for allocation, in the first instance, for a Bid Amount of upto 200,000 (on a
net basis). In the event of under-subscription in the Employee Reservation Portion, the unsubscribed
portion will be available for allocation and Allotment, proportionately to all Eligible Employees who
have Bid in excess of 200,000 (on a net basis), subject to the maximum value of Allotment made to
such Eligible Employee not exceeding 500,000 (on a net basis). The unsubscribed portion, if any, in the
Employee Reservation Portion (after allocation over 200,000 (on a net basis)), shall be added to the Net
Offer. In the event of under-subscription in the Net Offer, spill over to the extent of under-subscription
shall be allowed from the Employee Reservation Portion to the Net Offer. Subject to valid Bids being
received at or above the Offer Price, under-subscription, if any, in the Non-Institutional Portion or the
Retail Portion would be allowed to be met with spill-over from other categories or a combination of
categories at the discretion of the Selling Shareholder and our Company, in consultation with the BRLMs
and the Designated Stock Exchange, on a proportionate basis. However, under-subscription, if any, in
the QIB Portion will not be allowed to be met with spill-over from other categories or a combination of
categories. All Bidders shall participate in the Offer mandatorily through the ASBA process, providing
the details of their respective bank accounts, which will be blocked by SCSBs.

An oversubscription to the extent of 10% of the Net Offer can be retained for the purposes of rounding
off to the nearer multiple of allotment lot.

There shall be only one denomination of the Equity Shares unless otherwise permitted by law. Our
Company shall comply with such disclosure and accounting norms as may be specified by SEBI from
time to time

Our Company shall ensure that transactions in the Equity Shares by the Promoter, if any, during the
period between the date of registering the Red Herring Prospectus with the RoC and the Bid/Offer
Closing Date shall be reported to the Stock Exchanges within 24 hours of the transactions.

The Selling Shareholder confirms that the Equity Shares forming part of the Offer for Sale have been
held by it for a period of at least one year prior to the date of filing of this Draft Red Herring Prospectus,
in accordance with Regulation 26(6) of the SEBI ICDR Regulations.

Except for Retail Discount and Employee Discount, no payment, direct or indirect in the nature of
discount, commission and allowance or otherwise shall be made either by us or our Promoter to the
persons who are Allotted Equity Shares.

Our Company has not made any public issue of its Equity Shares or rights issue of any kind or class of
securities since its incorporation.

Our Company does not currently have any employee stock option scheme / employee stock purchase
scheme for our employees.

None of our Equity Shares are subject to any pledge.
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OBJECTS OF THE OFFER
The objects of the Offer are to (i) to carry out the disinvestment of [®] Equity Shares by the Selling Shareholder
constituting [#]% of our Company’s pre-Offer paid up Equity Share capital of our Company; and (ii) achieve the
benefits of listing the Equity Shares on the Stock Exchanges. Our Company will not receive any proceeds from
the Offer and all such proceeds will go to the Selling Shareholder.
Offer Related Expenses
The total expenses of the Offer are estimated to be approximately [e]. The expenses of the Offer include, among
others, underwriting and management fees, selling commissions, printing and distribution expenses, legal
expenses, statutory advertisement expenses, registrar and depository fees and listing fees.

All Offer related expenses shall be borne by the Selling Shareholder through the DIPAM. However, expenses in
relation to:

(i) the filing fees to SEBI;
(i) NSE/BSE charges for use of software for the book building;
(iif) payments required to be made to Depositories or the Depository Participants; and

(iv) payments required to be made to Stock Exchange for initial processing, filing and listing of the Equity
Shares.

shall be payable by the BRLMs but on a reimbursable basis from the Company / DIPAM; and printing and
stationery expenses, shall be borne by the BRLMs. Payments, if any, made by our Company in relation to the
Offer shall be on behalf of the Selling Shareholder and such payments will be reimbursed to our Company.

The estimated Offer Expenses are as under:

Sr. Activity Estimated As a % of the As a % of Offer

No. amount (X in total estimated Size*
million)* Offer expenses*

1. Payment to BRLMs (including [o] [e] [e]

underwriting commission, brokerage
and selling commission)

2. Commission and processing fees for [e] [e] [e]
SCSBs, brokerage, bidding charges
and selling commission for Syndicate
Members, Registered Brokers, RTAs

and CDPs ™

3. Fees payable to the Registrar to the [e] [e] [e]
Offer

4. | Others: (o] [e] [e]

i. Other regulatory expenses

ii. Advertising and marketing for the
Offer

iii. Fees payable to Legal Counsels

iv. Miscellaneous

Total estimated Offer expenses [o] [e] [o]
* To be incorporated in the Prospectus after finalisation of the Offer Price.

**Will be provided at RHP stage

Monitoring of Utilization of Funds

As the Offer is an offer for sale of Equity Shares, our Company will not receive any proceeds from the Offer.
Accordingly, no monitoring agency is appointed for the Offer.
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BASIS FOR OFFER PRICE

The Offer Price will be determined by our Company in consultation with the Selling Shareholder and the BRLMs,
on the basis of assessment of market demand for the Equity Shares determined through the Book Building Process
and on the basis of quantitative and qualitative factors as described below. For further details, see sections “Risk
Factors”, “Our Business”, “Management’s Discussion and Analysis of Financial Condition and Results of
Operations” and “Financial Statements” on pages 16, 132, 458 and 191, respectively. The trading price of the
Equity Shares of the Company could decline due to the factors mentioned in the section “Risk Factors” and you
may lose all or part of your investment. The face value of the Equity Shares is 210 each and the Offer Price is [@]
times the face value at the lower end of the Price Band and [e®] times the face value at the higher end of the Price
Band.

Qualitative Factors
Some of the qualitative factors which form the basis for computing the Offer Price are:

Only public sector defence shipyard constructing conventional submarines;

World class infrastructure capable of serving the requirements of the Ministry of Defence;
Location of our facilities promotes closer association with our vendors and customers;
Increase in indigenisation of our vessels and implementation of the “Make in India” campaign;
Established track record with strong financial position and strong Order Book; and
Experienced board and senior management team and skilfully trained workforce.

hOo o0 OCE

For further details see “Our Business” on page 132 .
Quantitative Factors

The information presented below relating to our Company is based on the Restated Consolidated Financial
Statements and Restated Standalone Financial Statements of our Company.

Some of the quantitative factors which may form basis for computing the Offer Price are as follows:
1. Basic and Diluted Earnings per Share (“EPS”):

As per our Restated Consolidated Financial Information:

Year ended Basic EPS Diluted EPS Weight
(in%) (in%)
March 31, 2017 23.92 23.92 2
March 31, 2016 25.08 25.08 1
Weighted Average 24.31 24.31

For the six months period ended on September 30, 2017, the basic EPS and Diluted EPS was ¥11.48 (not
annualized before buy-back) and the basic EPS and Diluted EPS was %12.75 (not annualized, after considering
buy-back).

Notes:

1. Earning per shares (EPS) calculation have been done in accordance with Indian Accounting Standard (Ind AS)
33 - "Earnings per share" prescribed under section 133 of the Companies Act, 2013 read with rule 3 of the
Companies (Indian Accounting Standards) Rules, 2015 (as amended).

2. The ratios have been computed as below:

a. Basic earnings per share = Net profit attributable to equity shareholders / weighted average number of shares
outstanding during the year/ period (adjusted for all the year/ period mentioned in the working of EPS on post-
bonus basis, post-split of face value of Equity Shares)

b. Diluted earnings per share = Net profit attributable to equity shareholders / weighted average number of
diluted shares outstanding during the year/ period (adjusted for all the year/ period mentioned in the working of
EPS on post-bonus basis, post-split of face value of Equity Shares)

As per our Restated Standalone Financial Statements:
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Year ended Basic EPS Diluted EPS Weight

(in%) (in%)
March 31, 2017 22.05 22.05 3
March 31, 2016 24.20 24.20 2
March 31, 2015 21.23 21.23 1
Weighted Average 22.63 22.63

For the six months period ended on September 30, 2017, the basic EPS and Diluted EPS was %10.71 (not
annualized, before buy-back and the basic EPS and Diluted EPS was X11.90 (not annualized, after considering
buy-back).

Notes:

1. Earning per shares (EPS) calculation have been done in accordance with Indian Accounting Standard (Ind AS)
33 - "Earnings per share" prescribed under section 133 of the Companies Act, 2013 read with rule 3 of the
Companies (Indian Accounting Standards) Rules, 2015 (as amended).

2. The ratios have been computed as below:

a. Basic earnings per share = Net profit attributable to equity shareholders / weighted average number of shares
outstanding during the year/ period (adjusted for all the year/ period mentioned in the working of EPS on post-
bonus basis, post-split of face value of Equity Shares)

b. Diluted earnings per share = Net profit attributable to equity shareholders / weighted average number of
diluted shares outstanding during the year/ period (adjusted for all the year/ period mentioned in the working of
EPS on post-bonus basis, post-split of face value of Equity Shares)

2. Price/Earning (P/E) ratio in relation to the Offer Price of X[e] per Equity Share:

Particulars Standalone Consolidated

P/E based on basic and diluted EPS at the lower [e] [e]
end of the Price Band for Fiscal 2017

P/E based on basic and diluted EPS at the higher [e] [e]
end of the Price Band for Fiscal 2017

Industry P/E Ratio*

Particulars P/E

Highest 19.12
Lowest 19.12
Average 19.12

*The industry composite has been calculated as the arithmetic average P/E of the industry peer set disclosed in
this section. Since, all the companies, except Cochin Shipyard Limited, in the peer set reported losses in the
relevant Financial Years, Highest, Lowest and Average Industry P/E ratio remains same.
3. Return on Net Worth (“RoNW”):

As per our Restated Consolidated Financial Statements:

Period ended Consolidated RoNW (%) Weight
March 31, 2017 19.84 2
March 31, 2016 23.71 1
Weighted Average 21.13

For the six months period ended on September 30, 2017, our RoONW was 8.84% (not annualized, before buy-back
and was 9.76% (not annualized, after considering buy-back).

Note:
Return on net worth (%) = Net profit attributable to equity shareholders / net worth as at the end of year or period

As per our Restated StandaloneFinancial Statements:

Period ended Unconsolidated RoNW (%) Weight
March 31, 2017 20.92 3
March 31, 2016 26.01 2
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Period ended

Unconsolidated RoNW (%)

Weight

March 31, 2015

28.70

1

Weighted Average

23.91

For the six months period ended on September 30, 2017, our RONW was 9.39% (not annualized, before buy-back
and was 10.53% (not annualized, after considering buy-back).

Note:
Return on net worth (%) = Net profit attributable to equity shareholders / net worth as at the end of year or period

4. Minimum Return on Increased Net Worth needed after the Offer for maintaining Pre-Offer EPS for
the year ended March 31, 2017

There will be no change in Net Worth post the completion of the Offer as the Offer consists of an Offer for Sale
by the Selling Shareholder.

5. Net Asset Value (“NAV”) per Equity Share

NAV Unconsolidated (in ) Consolidated (in %)
As on September 30, 2017 (after 113.09 130.61
buy-back)
As on September 30, 2017 (before 114.13 129.90
buy-back)
As on March 31, 2017 105.40 120.57

There will be no change in the NAV post the Offer as the Offer is by way of Offer for Sale by the Selling
Shareholder.

Note:

Net asset value (%) = Net Worth /Number of equity shares outstanding at the end of the year or period

6. Comparison of accounting ratios with Industry Peers

P/E® RoNW

(%)

Face
value
(R per
share)

Unconsolidated
/ Consolidated

Name of
Company

EPS (R per share) NAV (R

per share)

Basic Diluted

Company
Mazagon
Dock
Shipbuilders
Limited*
Peers
Cochin
Shipyard
Limited**
Reliance
Naval  and
Engineering
Limited***
ABG
Shipyard
Limited****
Bharati
Defence and
Infrastructure
Limited ****
*Based on Restated Consolidated Financial Information as on and for the year ended March 31, 2017 (adjusted
for bonus and split of face value of Equity Shares)

**Source: Based on IND AS audited financials as on and for the year ended March 31, 2017 available at
http://www.cochinshipyard.com/links/Auual-Report/2016-17.pdf

Consolidated 10 23.92 23.92 120.57 19.84

Unconsolidated 10 28.44M 28.44M 179.30@ 19.12 15.86®)

Consolidated 10 (785)@ | (784)@ | 19650 NA® NA®

Unconsolidated 10 (686.55) NA®

()]

(686.55)
1)

(515.54)®

Consolidated 10 (438.92) NA®

()]

(438.92)
(€]

(672.98) ®
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***Source: Based on IND AS audited financials as on and for the year ended March 31, 2017 available at
www.bseindia.com

***x*Source: Based on audited financials as on and for the year ended March 31, 2016 available at
www.bseindia.com

$P/E figures for the peer is computed based on closing market price as on January 3, 2018 as available at BSE
website (available at www.bseindia.com) divided by Basic EPS for FY 2017 in the filings made with stock
exchanges

MBasic and diluted EPS refer to basic and diluted EPS sourced from the annual reports for (i) FY 2017 for Cochin
Shipyard Limited and Reliance Naval and Engineering Limited and (ii) FY 2016 for ABG Shipyard Limited and
Bharati Defence and Infrastructure Limited

2 Computed as equity share capital + other equity divided by closing outstanding number of fully paid up equity
shares as sourced from the annual report for FY2017

© Computed as net profit after tax for the year divided by equity share capital + other equity as sourced from the
annual report for FY2017

@ P/E ratio and RoNW for the aforesaid peer is not applicable since the aforesaid peer reported loss for the
financial year ended March 31, 2017

®) Computed as share capital (including money received against share warrants) + reserves & surplus (excluding
revaluation reserves) divided by closing outstanding number of fully paid up equity shares as sourced from the
annual report for FY2016

® P/E ratio and RoNW for the aforesaid peers is not applicable since the aforesaid peer reported loss for the
financial year ended March 31, 2016

7.  The Offer price is [®] times of the face value of the Equity Shares

The Offer Price has been determined by our Company in consultation with the Selling Shareholder and the
BRLMs, on the basis of the demand from investors for the Equity Shares through the Book Building Process.

Investors should read the above mentioned information along with “Risk Factors”, “Our Business”,
“Management’s Discussion and Analysis of Financial Condition and Results of Operations” and “Financial
Statements” on pages 16, 132, 458 and 191, respectively. The trading price of the Equity Shares could decline due
to the factors mentioned in “Risk Factors” and you may lose all or part of your investments.

95



STATEMENT OF TAX BENEFITS
To,

The Board of Directors

Mazagon Dock Shipbuilders Limited
Dockyard Road, Mazagon

Mumbai 400 010,

Maharashtra, India

Re: Proposed Initial Public Offering of equity shares (“Equity Shares”) by Mazagon Dock
Shipbuilders Limited (the “Company”) consisting of an offer for sale of Equity Shares (the “Offer”).

Dear Sirs,

We hereby confirm there is no special tax benefit available to the Company and the shareholders of the Company
under the Income Tax Act, 1961, as amended and other direct tax laws presently in force in India.

We hereby consent to the extracts of this certificate being used in the draft red herring prospectus of the Company
in connection with the Offer, and submission of this certificate as may be necessary, to any regulatory authority
and/or for the records to be maintained by the book running lead managers in connection with the Offer and in
accordance with applicable law.

This certificate may be relied on by the book running lead managers to the Offer and the legal advisors to each
of the Company and book running lead managers.

For Ford Rhodes Parks & Co. LLP
Chartered Accountants
Firm Registration No.:102860W/W100089

Shrikant Prabhu
Partner
Membership No: 35296

Place: Mumbai
Date: March 20, 2018
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SECTION IV: ABOUT OUR COMPANY
INDUSTRY OVERVIEW

Unless noted otherwise, the information in this section has been obtained or derived from the “Indian commercial
and warship building and ship repairing industry report” of March, 2018, by CRISIL Research (the “CRISIL
Report”). All information contained in the CRISIL Report has been obtained by CRISIL from sources believed by
it to be accurate and reliable. Although reasonable care and caution has been taken by CRISIL to ensure the
information obtained by CRISIL from sources which it considers reliable. However, CRISIL does not guarantee
the accuracy, adequacy or completeness of the CRISIL Report and is not responsible for any errors or omissions
or for the results obtained from the use of CRISIL Report. The CRISIL Report is not a recommendation to invest
/ disinvest in any company / entity covered in the Report and no part of this report should be construed as an
investment advice. CRISIL especially states that it has no financial liability whatsoever to the subscribers/ users/
transmitters/ distributors of this CRISIL Report. The views expressed in the CRISIL Report are that of CRISIL
Research and not of CRISIL’s Ratings Division / CRIS.

Review of the global shipbuilding industry
An overview of the global shipbuilding industry

The global shipbuilding industry comprises construction and modification of ships, offshore vessels and rigs. The
broad categories of ships built are:

Passenger carriers

Offshore vessels

Dry bulk carriers

Tankers (Inclusive of LNG carriers)
Container ships

Defence vessels

On average, it takes 15-18 months to build a conventional vessel, i.e., a bulk carrier, tanker or container ship, and
28-32 months to construct a ‘liquefied natural gas (LNG)’ vessel and an ‘offshore rig and support’ vessel.

Shipbuilding process

Steel Cutting Launching

Material

Purchase Finishing

P’gg:g:f" Shipbuilding Sea Trial
Process

Contract Delivery

Source: CRISIL Research, Industry
China, South Korea and Japan dominate the industry

Over the past few decades, the shipbuilding industry has shifted from Europe to Asia, due to favourable factors
such as cheap labour, competitive manufacturing and steel-making sectors, as well as state support.

. Typically, a shipyard requires a working capital of around 25-35% of the cost of the ship during the

construction period. Moreover, the interest rates offered to shipbuilding yards in these countries are
quite low.

97



. At the time of sale of ships, the Chinese and South Korean governments provide discounts/subsidies
of 5-10% and 15-20%, respectively, thus helping players bid at lower prices against global
competition.

In 2015, China, South Korea and Japan together accounted for 91% of global deliveries, with China commanding
the largest share of 36%, followed by South Korea and Japan at 34% and 21% respectively.

Shipbuilding order book

Year-wise shipbuilding order book (in million DWT)

(million DWT)
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*Note: Data as on January 1, 2016
Source: UNCTAD - Review of Maritime Transport, published in 2016; CRISIL Research

In line with the falling shipyard capacity and stretched finances of owners and banks, the global order book
declined for most vessel types in 2015 and 2016. Between 2012 and 2016, the global order book declined at a
compound annual growth rate (CAGR) of 8.9%. From their peak values in 2008 and 2009, the order books for
container ships, oil tankers, dry bulk carriers and general cargo have declined 46%, 51%, 61% and 82%
respectively. This sluggishness was largely because of supply overhang amid low demand, especially in the dry
bulk and oil tanker segments.

Shipbuilding deliveries

Deliveries across major shipbuilding countries declined

The number of ships delivered between 2011 and 2015 fell across most major shipbuilding countries. Overall, the
total number of ships delivered in tonnage terms decreased at a CAGR of 12.3%.

Year-wise ships deliveries globally (in million GRT)
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Note: Data does not include ships with tonnage capacity below 100 GRT
Source: UNCTAD - Review of Maritime Transport, published in 2016; CRISIL Research

The dry bulk segment saw significant delays and cancellations, as shipping liners postponed deliveries, awaiting
market recovery. Deteriorating finances of global shipyards added to the slump, as they were unable to meet
working capital requirements and, thus, fulfil orders. Further, to capture the turning tide of rising tanker demand,
players looked to convert orders for bulk carriers into tankers. Recently, leading shipbuilding firms, such as New
Times Shipbuilding and Hyundai Samho Heavy Industries, have had talks to convert capesize vessels into tankers.

Annual ships deliveries, by major country (in million GRT)

(milfion GRT)
40 39
36
31
26
25
2323 2222
19
17|
15 1313

5 > 5442

R N
China Republic of Korea lapan Philippines Rest of world

ECYll mCYl2 mCY1l3 mCYl4 mCY1s

Note: Data does not include ships with tonnage capacity below 100 GRT.
Source: UNCTAD-Review of Maritime Transport published in 2016, CRISIL Research

China, Japan and the South Korea maintained the dominant share in annual deliveries over the past five years.
China and South Korea had their highest individual annual deliveries, in GRT terms, in 2011, while Japan had its
highest individual deliveries in 2013. China mostly built dry bulk carriers and had the highest market share in
general cargo ships. Japan specialises mostly in bulk carriers, while South Korea dominates the market for
container vessels.
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Composition of ships delivered, by ship type
Bulk carriers lead ships delivered based on ship type; share of container ships rises

Year-wise trend in ships delivered by major countries

CY11 Cy1z2 CY13 CY14 CY15

B Tankers  MBulk carriers B Container and other passenger ships Offshore and other work vessels

Note: Data does not include ships with tonnage capacity below 100 GRT.
Source: UNCTAD-Review of Maritime Transport published in 2016, CRISIL Research

Globally, between 2011 and 2015, bulk carriers accounted for the largest share of new deliveries. However, during
this period, their share of the new deliveries segment declined from 52% in 2011 to 42% in 2012. The tanker
segment declined during the five years at a CAGR of 13%. However, within tankers, not all segments witnessed
a decline. Deliveries of LNG carriers grew during the period due to higher charter rates. Deliveries of container
and other passenger ships rose in 2014 and 2015, after seeing a decline from 2011 to 2013.

Annual deliveries, by vessel category (in million GRT)
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Note: Data does not include ships with tonnage capacity below 100 GRT.
Source: UNCTAD - Review of Maritime Transport, published in 2016; CRISIL Research
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Bulk carriers accounted for over half of total deliveries in 2011 and 2012, but their share has since declined as
demand for dry bulk plunged. In the tanker segment, market volatility over the past few years kept buyers wary
of the underlying threat of oversupply, leading to a decline in orders. Thus, the share of the oil tanker segment
contracted over the period.

Global shipbuilding companies face rough seas

South Korea’s large shipbuilders, Hyundai Heavy Industries Co. and Daewoo Shipbuilding & Marine Engineering
Co., reported heavy losses in 2015. This was largely because South Korea’s shipyards bid aggressively in recent
years for overseas oil rigs and energy platforms to fill their order books and to avoid direct competition with
Chinese shipbuilders, who had the advantage of cheap labour to make low-profit tankers.

The global economic gloom dented demand for shipping, thus lowering demand for new ships. A fall in the price
of crude oil resulted in a challenging business environment for global shipbuilders, as international oil companies
reduced capital expenditure and delayed or cancelled orders for drill ships and offshore production facilities. These
factors, along with considerable overcapacity, resulted in a recession in the industry.

Review of the Indian shipbuilding industry
Based on the types of ships built, the Indian shipbuilding industry can broadly be categorised as follows:

i. Large ocean-going vessels catering to overseas and coastal trade;
ii. Medium-sized specialised vessels, such as port crafts, those for fishing, trawlers, offshore vessels, inland
and other smaller crafts;
iii. Defence/naval crafts and coast guard vessels.

According to the Statistics of India’s Ship Building and Ship Repair Industry of 2014-15, there were 34 dry docks
for repairing ships in India, both in the public and private sectors. These dry docks included the 11 dry docks
operated by seven major ports. The major ports without dry dock facilities are the Jawaharlal Nehru Port Trust
(JNPT), the ports at New Mangalore, Chennai, Ennore, and Haldia Dock Complex of the Kolkata port.

Sector-wise classification
The Indian shipbuilding industry can be divided into following segments:

Public sector shipyards: India’s major shipyards have historically been from the public sector. They primarily
build merchant-class ships and naval vessels. The Indian shipbuilding industry comprises eight public sector
shipyards out of which four naval shipyards come under the purview of India’s Ministry of Defence, namely
Hindustan Shipyard Ltd, Mazagon Dock Shipbuilders Ltd, Goa Shipyard Ltd and Garden Reach Shipbuilders &
Engineers Ltd.

According to the Statistics of India’s Ship Building and Ship Repair Industry of 2015-16, as of March 2016, public
sector shipyards accounted for around one-third of the total shipbuilding order book in terms of number of ships
with outstanding orders for 104 ships amounting to a combined tonnage of 173 thousand DWT. In 2015-16, public
sector shipyards delivered a total of 32 ships with a combined tonnage of 48.5 thousand DWT.

Private shipyards: The three listed private-sector shipbuilding companies are Bharati Defence & Infrastructure
Ltd (BDIL), ABG Shipyard Ltd and Reliance Defence and Engineering Ltd (RDEL), formerly known as Pipavav
Defence and Offshore Engineering Company Limited (PDOECL). Additionally, Larsen & Toubro Ltd is another
major private sector player. In addition, there are a number of smaller private shipyards building smaller ships
and vessels, including coastal vessels, barges, tugs, patrol ships and fishing ships.

As of March 2016, the private sector accounted for around two-thirds of the total shipbuilding order book in terms
of the number of ships with outstanding orders for 192 ships amounting to a combined tonnage of 2,569 thousand
DWT. In 2015-186, private sector shipyards delivered 23 ships with a combined tonnage of around 94.5 thousand
DWT. RDEL accounted for the highest share in terms of tonnage delivered. ABG Shipyard had the largest order
book in terms of number of ships and tonnage, followed closely by RDEL.
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However, over the last few years, major private players like Reliance Defence and Engineering Ltd, ABG
Shipyard, Bharati Defence & Infrastructure Ltd etc. have had to opt for corporate debt restructuring (CDR) due
to stressed financial positions. Additionally, the decline in global trade and a liquidity crunch have impacted
performance of these shipyards. The execution of existing order book of the private sector in general remains
uncertain due to these unresolved issues. The CDR lenders of ABG Shipyard invoked strategic debt restructuring
(SDR) provisions in December 2015 with a view to seek out strategic investors to sustain the operations of the
company after the plan to restructure loans under CDR did not fructify. On the other hand, Bharati Defence and
Infrastructure Limited’s debt was sold off to Edelweiss Asset Reconstruction Company (ARC) after its CDR plan
also did not work out. Bharati Defence had also approached Board for Industrial & Financial Reconstruction
(BIFR) to get itself registered as a sick company. However, RDEL exited the CDR scheme in May 2017 after its
refinancing plan was approved by lenders.

Indian Shipbuilding
Industry
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ABG Shipyard

Hoogly Dock & Port Goa Shipyard

Engineer Ltd. Tebma Shipyards etc.

Garden Reach

Hindustan Shipyard
Source: CRISIL Research

Shipbuilding capacity

The shipbuilding capacity of public sector shipyards remained fairly stable during 2011-12 to 2015-16, even as
Goa Shipyard’s capacity declined to 4,500 DWT from 10,000 DWT in 2014-15. On the other hand, the private
sector’s shipbuilding capacity increased at a CAGR of around 3% over 2011-12 to 2015-16. Capacity
enhancement of the private sector was on account of new players - L&T entered in 2013-14 with a capacity of
30,000 DWT, Sembmarine Kakinada Ltd started operations in 2014-15 with a capacity of 50,000 DWT, and
Chidambaranar Shipcare Private Ltd set up a capacity of 3,500 DWT at its shipbuilding facility.

Shipbuilding capacity in India (in ‘000 DWT)
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Source: Statistics of India’s shipbuilding and ship repairing industry (2015-16), published by the Ministry of Shipping and considering MDL’s
shipbuilding capacity from annual report, CRISIL Research
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During the same five-year period, the capacity addition to the shipbuilding capacity of private sector was higher
vis-a-vis the public sector.

Shipbuilding capacity of the public sector Shipbuilding capacity of the private sector
(‘000 DWT) ('000 DWT)
290 - - 8% 750 189,
270 | e, 263 263 269 e s5g5 603 603 6
518 13%
250 4% ’
0 8%
230 3 oj’ 450 °
0 0,
210 300 3%
2% 2%
190 0 ’
4% 150 5
170 6% °
150 -8% - -12%
2011-12 2012-13 2013-14 2014-15 2015-16 2011-122012-132013-142014-152015-16
mmmm Shipbuilding capacity y-0-y growth B Shipbuilding capacity e==y-o-y growth (%)

Note: The public sector includes eight players and private sector includes 15 players.
Source: Statistics of India’s shipbuilding and ship repairing industry (2015-16), published by the Ministry of Shipping and considering
MDL'’s shipbuilding capacity from annual report, CRISIL Research

Indian shipbuilding order book
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Source: Statistics of India’s shipbuilding and ship repairing industry (2015-16), published by the Ministry of Shipping; CRISIL Research.

The shipbuilding order book declined during 2013-14 to 2015-16, due to minimal new orders on account of
persistent supply overhang and weak global trade.

Order book breakup - By vessel category
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Source: Statistics of India’s shipbuilding and ship repairing industry (2015-16), published by the Ministry of Shipping; CRISIL Research

During 2011-12 to 2015-16, the bulk cargo segment accounted for the largest share in terms of capacity. Its share
rose significantly in 2012-13, because RDEL’s orders were reclassified from bulk cargo to dry cargo.

The ‘others’ vessel category in the chart above also includes the vessel orders for clients engaged in the defence
sector. Defence vessels are low on DWT (a metric more suited for commercial vessels) and usually have longer
completion timelines, thus occupying the shipyards’ capacities for a longer duration compared with commercial
vessels. Between 2011-12 and 2015-16, the order book of public sector shipyards was lower than that of private
sector shipyards due to the presence of defence vessels in their order book. However, order book execution of
private shipyards remains uncertain on account of stressed financial position of major players like ABG Shipyard,
RDEL and BDIL.

Sector-wise breakup of order book (number of Sector-wise break-up of order book (tonnage
ships) capacity)

2011-12 2012-13 2013-14 2014-15 2015-16 2011.12 2012-13 201314 201415 201516

M Public sector W Private sector W Public sector M Private sector

Note: Public sector includes 8 players and private sector includes 15 players.
Source: Statistics of India’s shipbuilding and ship repairing industry (2015-16), published by the Ministry of Shipping; CRISIL Research

The public sector dominated the Indian shipbuilding industry up to 1999-00. However, following the opening up
of the sector to private players, the industry has witnessed healthy growth in the order book.

As per our industry interactions, commercial vessels in the order book of private sector players have either been
cancelled or put on hold. Additionally, the majority of ship orders for clients engaged in the defence sector are
with public sector players.

As of 2015-16, Indian shipbuilders had orders for 296 ships, totalling a tonnage capacity of 2.74 million DWT.
Of these, 69 ships, with a combined capacity of 1.359 million DWT, were export orders.
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Domestic vs. export order book for public sector (in  Domestic vs. export order book for private sector
terms of tonnage capacity) (in terms of tonnage capacity)

2011-12 2012-13 2013-14 2014-15 2015-16 2011-12 2012-13 2013-14 2014-15 2015-16
B Domestic orders B Export arders B Domestic orders M Export orders

Note: Public sector includes 8 players and private sector includes 15 players.
Source: Statistics of India’s shipbuilding and ship repairing industry (2015-16), published by the Ministry of Shipping; CRISIL Research

In terms of DWT, domestic orders form a greater share of the public sector order book, while that of the private
sector is evenly distributed between domestic and export orders. Considering the order book as of March 2016,
the average tonnage per ship was higher for export orders compared with domestic orders.

Although private sector companies received larger proportion of export orders compared with the public sector,
these orders have been on the books for quite some time, and these players have not received any significant new
export orders recently. The public sector was limited in its ability to take up large export orders with its capacities
occupied primarily with defence orders.

As on March 31, 2016, GSL is the only public sector company with export orders in its order book. As on March
31, 2016, RDEL and BDIL are the major players in the private sector with majority of their export orders in the
dry and bulk cargo segments.

Public sector company-wise order book (number of ships)
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Source: Statistics of India’s shipbuilding and ship repairing industry (2015-16), published by the Ministry of Shipping; CRISIL Research

As on March 31, 2016, MDL contributed to around half of the public sector’s order book, in terms of DWT.
Among public sector players, the average tonnage per ship on order was the highest for MDL, followed by HSL.

Public sector company-wise annual trend in the order book (in ‘000 DWT)
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Private sector company-wise annual trend in the order book (number of ships)
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Source: Statistics of India’s shipbuilding and ship repairing industry (2015-16), published by the Ministry of Shipping; CRISIL Research

The private sector’s order book (in DWT terms) is largely contributed by two major players, ABG Shipyard and
RDEL, which contributed the major portion of the order book from 2011-12 to 2015-16. However, the order book
declined at 5.6% CAGR for RDEL and 9.5% CAGR for ABG Shipyard.

However, currently, the execution of order book remains uncertain for these major private sector players due to
their weak financial position. Over the last few years, ABG Shipyard, RDEL and BDIL have all opted for the
CDR route. CDR plans did not work out in the case of ABG Shipyard and BDIL, with the CDR lenders of the
former invoking SDR provisions and most of the latter’s lenders selling off their loans to an ARC.

Private sector company-wise annual trend in the order book (in ‘000 DWT)
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Company-wise ship deliveries

Delivery by the private sector in terms of number of ships as well as DWT slipped after 2011-12. Except in 2013-
14 and 2015-16, public sector shipyards’ deliveries were higher than that of private shipyards in DWT terms
despite deliveries of defence vessels.

Ships delivered by the public sector (number) Ships delivered by the public sector (in ‘000 DWT)
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Source: Statistics of India’s shipbuilding and ship repairing industry (2015-16), published by the Ministry of Shipping; CRISIL Research
Among public sector companies, GRSE delivered the most ships (in terms of DWT) during 2011-12 to 2015-16.

Ships delivered by the private sector (number) Ships delivered by the private sector (in ‘000 DWT
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Warship building industry in India

Naval shipbuilding is a key segment of the Indian shipbuilding industry. It is characterised by value addition of
65% during construction of ships, which is contributed by ancillary industries such as steel producers, main engine
builders, and equipment suppliers. Growth of the domestic shipbuilding sector, which imports 45% of its input
requirement, can provide a major trigger for large-scale indigenisation of heavy-engineering products and
ancillaries.

Traditionally, even as naval ancillary components have been acquired from outside India, the actual shipbuilding
activity has been carried out indigenously. However, over the years, the government has focused on greater
indigenisation of even defence equipment.

The domestic shipbuilding industry primarily caters to two sub-segments: the Indian Navy and Indian Coast
Guard. Currently, its fleet consists of aircraft carriers, amphibious transport dock, landing ship tanks, destroyers,
frigates, nuclear-powered attack submarine, conventionally powered attack submarines, corvettes, mine
countermeasure vessels (MCMVs), large offshore patrol vessels, fleet tankers and various auxiliary vessels and
small patrol boats. The Indian Coast Guard’s fleet comprises patrol vessels, patrol boats, patrol craft and a
hovercraft.

Review of government policies for shipbuilding industry in India

The government has taken some Kkey initiatives to develop and promote the country’s shipbuilding industry.

In December 2015, the Cabinet approved the new shipbuilding policy, which aims to provide financial assistance
to shipbuilders and grant infrastructure status for the industry. The government has set aside Rs 40 billion to

implement the scheme over 10 years.

Key features of the policy

. Grants financial assistance to both state-owned and private shipbuilders on each ship they build, except for
smaller boats and fishing vessels.

. Quantum of financial assistance would be scaled down by three percentage points every three years, starting
with 20% in first three years, 17% in next three, 14% in subsequent three years and 11% in the tenth year.

) Assistance will be given on contract or fair price, whichever is lower.

. Both state-owned and private yards will get assistance only after they construct and hand over a ship to its
buyer.

. The right of first refusal is given to Indian shipyards for government purchases, implying that even if the

shipyard is not the lowest bidder, an option is provided to the yard to match the lowest foreign bid and
secure the contract.

. Grants infrastructure status to shipbuilding and ship-repair industry, thereby entitling it to various
government incentives and tax benefits.

Indirect tax incentives
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The government issued a notification in November 2015, highlighting indirect tax incentives to be provided to the
industry:

. Exemption from customs and central excise duties on all raw materials and parts, used in manufacture of
ships/vessels/tugs and pusher crafts.
. Currently, certain specified ships/vessels are exempt from basic customs duty and central excise/

countervailing (CV) duties. Consequently, for such ships/vessels manufactured in export-oriented units
(EOUV) and cleared for domestic tariff area (DTA), the EOUs are not eligible for exemption on raw
material/parts of such ships/vessels. A suitable amendment is being made to the relevant notifications, to
make the EOUs eligible for duty exemption on raw material/parts consumed in the manufacturing of such
ships/vessels, which are cleared for DTA, even if such ships/vessels are exempt from basic customs duty
and central excise/CV duties.

. Simultaneously, the requirement of manufacturing ships/vessels/tugs and pusher craft in a custom-bonded
warehouse for availing of customs and excise duty exemptions has also been done away with. Instead, these
exemptions will now be subject to actual user conditions.

Review of government policies specific to defence shipbuilding industry in India
Opening up of the defence sector for private players

The Indian government has taken steps to encourage defence shipbuilding in the country. According to PIB, in
June 2016, Foreign Direct Investment (FDI) Policy in defence sector has been reviewed. As per the updated policy,
FDI of up to 49% is allowed under automatic route and above 49% under Government route wherever it is likely
to result in access to modern technology or for other reasons to be recorded. To further the ease of process of
approvals, the Government has abolished Foreign Investment Promotion Board (FIPB).Moreover, the government
is working on Strategic Partnership Model for creating capacity in the private industry on a long term basis and a
policy document shall be released shortly for selection of strategic partners.

In line with the government’s vision of 'Make in India', Indian Navy has prepared a guideline document, titled
‘Indian Naval Indigenisation Plan (INIP), 2015-2030,” to enunciate the need for developing various advanced
systems for its platforms. This plan states that the domestic industry can play a vital role in meeting the
sophisticated needs of the armed forces through cost-effective utilisation of its know-how and existing
infrastructure, in pursuance of the government’s vision of ‘Make in India'.

However, the following factors hinder the Indian shipbuilding sector from becoming competitive with foreign
players:

Equipment costs constitute 50-55% of shipbuilding cost. Indian shipbuilders import 65-70% of equipment,
including steel, due to absence of ancillary companies manufacturing the equipment in the country. This increases
the cost burden of the shipbuilders. Labour is another major cost, accounting for about 10-15% of total cost. Lower
labour cost compared with China, South Korea and Japan could aid in increasing competitiveness ahead of greater
indigenisation.

Equipment cost constitutes a major share of shipbuilding cost
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Source: CRISIL Research

However, over last few years, major private players like RDEL, ABG Shipyard, and BDIL have had to opt for
corporate debt restructuring (CDR) due to stressed financial position. Additionally, economic downturn, decline
in global trade and liquidity crunch have impacted performance of these shipyards. The execution of existing
order book of the private sector remains uncertain due to these unresolved issues. CDR lenders of ABG Shipyard
invoked strategic debt restructuring (SDR) provisions in December 2015, with a view to seek out strategic
investors to sustain the operations of the company after the plan to restructure loans under CDR did not fructify.
On the other hand, BDIL’s debt was sold off to Edelweiss Asset Reconstruction Company (ARC) after its CDR
plan also did not work out. BDIL had also approached Board for Industrial and Financial Reconstruction to register
itself as a sick company.

Modernisation programme for DPSUs

Currently, all major Indian warships and submarines under construction are being built in Indian shipyards. These
include both DPSUs and private shipyards. MDL and GRSE are engaged in building complex weapon-intensive
vessels such as destroyers, stealth frigates and corvettes. GSL and HSL have the capability to build various
categories of vessels, such as patrol vessels, tankers, landing platform docks, survey vessels, tugs and barges.
MDL is also constructing submarines for Indian Navy.

The government has introduced a modernisation programme for DPSUs. Following are the provisions for each
DPSU under the programme:

Mazagon Dock Shipbuilders Ltd: has undertaken a modernisation programme at a cost of Rs 9 billion (of which
Rs 8 billion was provided by Government of India and the rest from internal accrual). The modernisation included
the following facilities:

. Module workshop with two 50T EOT crane and retractable roof designed for fabrication of large hull
blocks, substantially pre-outfitted within a covered environment.

. Goliath crane with a capacity of 300 tonne with a span of 138 meter straddling over two slipways and the
module shop.

. New wet basin equipped with about 27,000 sq. meters of area to accommodate two large frigates and two
submarines for outfitting.

. Cradle assembly shop, used for fabrication and pre-outfitting of cradle structure in unit block assemblies.

With the programme, MDL is aiming at a paradigm shift in warship construction, i.e., construction from unit
assembly to block assembly, enabling integrated modular construction. This would substantially reduce the
construction/building period. Post-modernisation, MDL capacity for ship building has increased from eight
warships to 10 warships since 2014 and submarine capacity has increased from six submarines to 11 submarines
since 2016.

The submarine-building capacity has been further enhanced by construction of additional submarine section
assembly workshop of 9,900 square meters. The workshop comprises of two bays, equipped with two levels of

110



EOT Cranes as well as semi goliath cranes, which will facilitate fabrication as well as assembly of submarine
units simultaneously.

Garden Reach Shipbuilders & Engineers Ltd: The company’s modernisation plan, which was focused on enabling
modular construction has been completed at a financial outlay of Rs 6 billion (of which Rs 3 billion was provided
by the Government of India and balance met from internal accruals; nil funds allotted in past two years). The
company is now capable of constructing multiple large modern ships concurrently. The modernisation plan
included creation of the following facilities:

. Modern hull shop, upgradation of TRIBON ship design software, augmenting the capacity of the inclined
berth, and shipbuilding shop

. Dry dock with a 10,000 tonne capacity, an inclined berth with 4,500 tonne capacity, pier quay, and
associated works and systems

. Goliath crane with a capacity of 250 tonne

. Module hall, paint cell and equipment

Goa Shipyard Ltd: The Company has undertaken a planned modernisation programme and is creating
infrastructure for indigenous construction of MCMVs for Indian Navy. The infrastructure modernisation plan is
being implemented in four phases, of which phases one and two have been completed in March 2011. Work for
the rest of the phases is in progress. On completion of the modernisation plan, the company will have the capacity
to build high-technology glass-fibre reinforced plastic (GRP) hull MCMVs indigenously with the help of a foreign
technology provider.

A review of the Indian ship repairing industry
Size of the industry

According to a report published by the Ministry of Shipping at the India Maritime Summit 2016, the global ship
repair market is estimated to be around USD 12 billion. Shipyards in Singapore, Bahrain, Dubai and Middle East
account for a major share of this market. These locations have achieved a dominant position despite higher cost
of ship repair services compared to other Asian countries, largely because of availability of skilled workforce and
latest technology. This has helped these shipyards attract demand from other low-cost locations like India,
Malaysia and Indonesia. The report also estimates Indian ship repair industry’s market potential to be around USD
1.5 billion (~ Rs 102 billion).

Considering the earnings from ship repairs for all major shipyards in India (as per the Statistics of India’s Ship
Building and Ship Repair Industry of 2015-16), the size of Indian ship repair industry in 2015-16 stood at Rs
9,434 million. Overall earnings significantly jumped in 2012-13 on the back of MDL’s high-ticket value orders,
repairs and fabrication orders for offshore assets taken up by RDEL during the year. The segment grew at CAGR
of 13.4% during 2011-12 to 2015-16, even as growth stagnated post 2013-14.

Size of Indian ship repairing industry Sector-wise breakup of ships repaired in India
(Rs million) Rs million)
(R (Rs million)
m.ffsﬁonJ 20,970 =i 9,245
7,485

4,083 3,814 4,489
9,134 9,127 9,434
1,417
5,693 ’ 06
I I I . Ilg -

I 2011-12 2012-13 2013-14 2014-15 2015-16
B Market size for coastal vessels
2011-12*%  2012-13 2013-14 2014-15 2015-16 B Market size for foreign vessels
Note: The public sector includes eight players and private sector includes 15 players; Earnings from ship repairs for RDEL are an estimate;
Sector-wise breakup does not include data for RDEL
Source: Statistics of India’s shipbuilding and ship repairing industry, published by the Ministry of Shipping; RDEL annual reports; CRISIL
Research
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Sector-wise breakup of ship repairs in India, Sector-wise breakup of ships repaired in India,
in terms of value in terms of number of ships

201112 2012-13 201314 201415 201516 201112 2012’1_3 2013’14_ 201415 201516
W Public sector M Private sector W Public sector M Private sector

Note: The public sector includes eight players and private sector 15 players.

Sector-wise breakup in terms of number of ships does not include data for RDEL

Source: Statistics of India’s shipbuilding and ship repairing industry (2015-16), published by Ministry of Shipping; RDEL annual reports;
CRISIL Research

The public sector’s share in ship repairing industry recovered in 2015-16 after seeing on-year decline, from 2011-
12 to 2014-15. This recovery can be attributed to improved earnings for CSL, GSL and HSL as well as to decline
in earnings for RDEL during the year. During the three-year period, 2012-13 to 2014-15, when private sector
accounted for a major share of the ship repair earnings, RDEL earned more revenues than all other private players
put together.

Market share of major players in the Indian ship repairing industry (as of 2015-16)

Cochin shipyard - |, 0
Goa shipyard [ =
Hindustan shipyard || NG -
RoEL | 15
Sembmarine Kakinada Ltd _ 8%
Larsen & Toubro Ltd - 5%

ABG Shipyard [l 1%

Source: Statistics of India’s shipbuilding and ship repairing industry (2015-16), published by the Ministry of Shipping;
CRISIL Research

CSL, which accounted for 38% of total revenue earned by the industry in 2015-16 through ship repairing, is a
leading player in the ship repairing industry. GSL follows CSL with around 20% share in revenue earned in 2015-
16 through ship repairing. The top private sector players in this segment are RDEL, Sembmarine Kakinada Ltd,
L&T and ABG Shipyard. However, during the three-year period leading up to 2015-16, RDEL was the largest
player in the segment.

Ship repairing capacity
Ship repairing capacity of public sector shipyards remained fairly stable during 2011-12 to 2015-16. Private
sector’s capacity improved on account of commencement of operations of two new shipyards, viz., Larsen &

Toubro Ltd with 30,000 DWT and Sembmarine Kakinada with 54,000 DWT capacity. However, RDEL accounts
for more than half of total ship repairing capacity available across Indian shipyards.
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Note: The public sector includes eight players and the private sector includes 15 players.
Source: Statistics of India’s shipbuilding and ship repairing industry (2015-16) published by Ministry of Shipping; CRISIL Research

Region-wise share in ship repairing capacity in India (as of 2015-16)

Source: Ministry of Shipping, CRISIL Research

The country’s western coast houses almost 60% of overall ship repairing capacity. As shipyards are located along
the sea coast, there are no shipyards in the north. Shipyards in the western coastline are spread across Gujarat,
Maharashtra, Kerala and Goa, while major shipyards along the eastern coast are concentrated in West Bengal.

Company-wise ship repairing facilities

The public sector owns seven dry docks and three wet docks. CSL and GRSE have two and three dry docks,
respectively. Only HSL and GRSE have both dry and wet docks.

The private sector owns 20 dry docks and 13 wet docks. Dempo Shipbuilding Engineering (2), ABG Shipyard
(4), Bharati Defence (2), Modest Shipyard (2) and L&T (6) have multiple dry dock facilities. Ferromar Shipping
and A C Roy & Co own only wet docks. Dempo Shipbuilding Engineering, BDIL, L&T and RDEL have both dry
and wet docks.

Some players also provide other repairing facilities, such as jetty, shiplift, slipway, submersible ship/platform and
quay. On the whole, public sector has 27 such facilities and private sector 10. Within the public sector, GRSE and
GSL have eleven and eight facilities, respectively. Among private sector players, ABG Shipyard has two and NN
Shipbuilders and Engineers three slipways.

Dry dock facilities as per maximum length that can be accommodated
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Source: Statistics of India s shipbuilding and ship repairing industry (2015-16), published by Ministry of Shipping; CRISIL Research

Wet dock facilities as per maximum length that can be accommodated
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Source: Statistics of India’s shipbuilding and ship repairing industry (2015-16), published by Ministry of Shipping; CRISIL Research

Other repair facilities as per maximum length that can be accommodated
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Source: Statistics of India’s shipbuilding and ship repairing industry (2015-16), published by Ministry of Shipping; CRISIL Research
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Dry dock and ship repairing facilities at major ports

Kandla, Mumbai, Mormugao, Cochin, V O Chidambaranar, Visakhapatnam, Paradip and Kolkata are the major
ports in India. The Kolkata port has four dry docks; the rest have one each. The Mormugao and Visakhapatnam
ports have eight workshops each, while the Paradip port has only one. In terms of dimensions, the Mumbai port
is the largest. All major ports have cranes, except the V O Chidambaranar port; the Kolkata port has six cranes.

Indian commercial and warship building industry

India’s commercial order book to grow at a modest pace of 1-3% CAGR over next 5 years
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Source: CRISIL Research
Note: Due to the uncertain business position of Bharti Shipyard and ABG Shipyard, and considering their delivery record over the past two
years, we have kept their order book unchanged till 2020-21.

Domestic commercial cargo order book to remain weak

In the past, the Indian commercial shipbuilding industry primarily catered to the dry bulk segment amongst cargo
vessels. A majority of these orders were with private players such as ABG Shipyard. Sluggish demand and
economic slowdown in 2013-14 resulted in cancellation of bulk carrier orders and piling up of inventory and
work-in-progress (WIP), leaving companies in a state of financial distress.

Given the improved macroeconomic environment and increasing imports of coal and iron ore to China, fears of a
depression in dry bulk segment’s freight space over the next two years has subsided. This, coupled with increasing
second-hand asset prices, will slowly improve new building demand as utilisation of existing assets keeps
improving. This is expected to slowly add to the global commercial cargo shipbuilding order book.

Major shipping companies like SCI and Great Eastern Shipping are currently taking advantage of low second-
hand asset prices which will come into play as and when freight demand picks up. This will limit the new building
demand even post-freight improvement.

However, as demand picks up, orders are more likely to flow in to major shipyards in China, Japan and Korea,
who are currently battling with underutilised capacities, and then trickle down to Indian shipyards. Thus, the
domestic commercial cargo order book is expected to remain weak in the near term.

Non-cargo segment to drive domestic commercial order book, expected to grow 4-6% CAGR over next 5 years
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Domestic commercial non-cargo order book to pick up by 2021-22

Oversupply in the offshore segment is expected ease by 2021-22, with improvement in offshore rig utilisations,
backed by improvement in E&P spending. However, offshore shipping companies, too, are taking advantage of
low second-hand asset prices to improve their fleet composition, so they can cater to offshore demand when the
market improves.

The requirement of dredgers is expected to rise substantially, considering the government’s emphasis on
developing water transportation facilities in the country and improving the existing coastal movement, and it is
expected to add to the existing capital and maintenance dredging requirements for major and minor ports in India.
Historically, Indian yards have accounted for an insignificant contribution to the new dredgers market. However,
with major players ramping up technological capabilities, orders for smaller dredgers are expected to flow in to
domestic players’ order books by 2021-22.

With the improvement in vessel traffic at Indian ports, requirement for tugs and other port crafts are also expected
to be substantial, further boosting the domestic non-cargo order book.

Majority of orders for non-cargo vessels were historically catered to by private players like ABG Shipyard, BDIL,
L&T, and RDEL. The uncertain business position of ABG Shipyard and BDIL has caused a downside risk to the
non-cargo segment order book.

Impact of policy initiative insufficient to offset weak global commercial demand

The Financial Assistance Policy of 2015 coupled with exemption from customs and central excise duties on all
raw material and parts for use in the manufacture of ships/vessels/tugs, pusher crafts etc. shall reduce the cost of
manufacturing ships in India, thus improving the competiveness of Indian shipbuilders.

The policy provides assistance post-delivery of the vessel, as against 30% assistance on booking the order as per
the Shipbuilding Subsidy Scheme 2002, which led to India garnering about 1.2% share of the global order book.
In a situation where major private shipyards are facing financial issues owing to high working capital needs, the
new policy might not be as effective.

Post freight revival in the shipping market, competition from major global shipyards is expected to intensify to an
extent that offsets the excess cost competitiveness gained through financial assistance and tax exemptions.

Defence shipbuilding order book to grow 8-10% CAGR over the next 5 years
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Note: DWT for cargo ships are much higher compared with defence and non-cargo carrying vessels such as tugs, offshore vessels, dredgers,
passenger ships, research vessels, etc. However, even these vessels occupy a large proportion of key capacities of a shipyard and generate a
significant amount of revenue.

Indian shipbuilding industry’s order book is expected to receive a boost on account of Indian Navy and Coast
Guard’s ambitious ship acquisition plans- the forces plan to have fleets of 200 ships each till 2020-21. However,
constrained capacities of the defence public sector undertakings and weak financial position of private players
having defence shipbuilding licenses can prove to be an impediment to the execution of this plan.

Ship orders from the navy are expected to have a larger share of this order book in terms of DWT, compared with
the Indian Coast Guard. In case of the Indian Navy, the orders expected are: warship vessels like corvettes,
submarines, etc. as well as patrol vessels and crafts. The category-wise vessel composition of both the Indian
Navy and the Indian Coast Guard fleet is expected to remain constant over the next five years.

Some of the key orders of the navy would be:

Landing platform docks (LPDs)

Anti-submarine warfare shallow water crafts

A new generation aircraft carrier of 65,000 tonnes (‘IAC-2 Vishal’)

Mine counter-measure vessels

New generation missile frigates and corvettes

Conventional submarines with AIR Independent Propulsion (AIP) system (project code name P75-1)

Order book additions arising from the Indian Coast Guard is likely to be lower in the next five years (vis-a-vis the
previous corresponding period) due to pending deliveries of current orders and a relatively young fleet.

Indian shipbuilding industry to deliver 145,000 - 155,000 tonnes displacement to navy and coast guard by 2021-
22

Over the next five years, the domestic shipbuilding industry is expected to partially or fully execute some orders
for both the Indian Navy and Indian Coast Guard. CRISIL Research expects delivery of ships for some of the
most important orders of projects P-15-B, P17-A, etc in the timeframe considered. Currently, most of these vessels
are at various stage of execution.

Indian shipyards to deliver export orders for foreign clients in defence

In the recent past, Indian shipyards such as CSL and GRSE have received and exported ship orders for clients
engaged in the defence sector. As of 2015-16, Goa Shipyard had an export order book comprising patrol vessels
and interceptor boats for Sri Lankan Navy.

Other key drivers for the Indian ship repairing industry continue to look positive

Strategic positional advantage
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India’s strategic position along the east bound and west bound international trade routes offers an opportunity to
cater to vessels plying on these routes. A main container route connecting America and Europe to the East passes
very close to the Indian coastline, presenting a major opportunity for repairs.

Capacity additions

. The Ministry of Shipping had announced Rs 2.7 billion financial aid for the development and modernisation
of Cochin Shipyard Ltd in 2014. Of this, Rs 1.2 billion will be used for setting up a new dry dock yard. It
is in the process of adding one more dry dock of size 310 x 75/60 x 13 M. This large dry dock will also
enable it to undertake repairs of vessels such as LNG carriers, semi-submersibles, jack up rigs, drill ships,
etc.

. Full commissioning of the international ship repair facility at Cochin port with state of the art facilities will
enable positioning of Cochin as a major ship repair hub. This is targeted to enhance Cochin Shipyard’s ship
repair capability by 70-90 ships per annum.

. Phase 3 and 4 of development - expansion and upgradation of infrastructure at Goa Shipyard Ltd - are
under progress. This is expected to enhance its capabilities for defence ship repair.

. The construction of floating dry dock facility at V O Chidambaranar port is in the feasibility study phase.
This will enhance its capacity to carry out underwater repairs of tugs, launch boats and other watercrafts.

) The project to modernise ship repairing facilities at Kolkata dock is expected to improve its capabilities to
service both Indian and foreign vessels. The project is still in the planning stages.

. There is a proposal underway for refurbishment of the existing Hughes dry dock at Mumbai port. This
project aims at providing adequate wet berth facilities to complement dry docks to cater to afloat repairs.

. In order to create adequate dry docking facilities and maintenance capacities for vessels plying through
Andaman and Nicobar waters, a project to create a ship repair facility(ship lift/slipway) capable of handling
5000 DWT vessels is underway, and is in the pre-feasibility stage (Source: Maritime India Summit 2016:
Advantage Maritime India document)

Diversification from core ship building business

The slowdown in commercial ship building is expected to drive Indian shipyards to an increased focus towards
ship repairs to keep their capacities utilised.

Tax exemptions

With service tax and excise duty exemptions granted for ship repairs, Indian shipyards will now be able to better
compete with major ship repair yards in Colombo, Dubai, Oman, Singapore, and China. This should bring in
additional revenue from foreign vessels carrying cargo to Indian ports over the next five years.

Increased vessel traffic due to Sagarmala project

As per the national perspective plan of Sagarmala project, coastal and inland waterways traffic is expected to
shoot up 15 times over the next 20 years. Similarly, capacity augmentation is expected to result in a five times
rise in traffic capacity, from the existing 350 million tonnes. This is expected to bring in additional ship repair
business.

Defence repair orders

A major boost is expected to come from defence (Navy and Coast Guard) refitting and modernisation initiatives,
which will increase the average repair revenue. Moreover, the indigenisation plan is expected to encourage all
sectors of the industry to come forward and participate in indigenous development of weapons, sensors, and other
high end equipment for the Indian Navy, which will further improve repair and maintenance revenue in the long
run.

Challenges and constraints for the Indian ship repair industry

Quality issues in sub-contracting work
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Owing to the lack of a well-developed and mature ship repair and ancillary industry ecosystem in India, the
availability of sub-contractors for certain portions of repair work becomes problematic. This translates into sub-
standard work and delivery delays, which in turn affect repeat business from ship owners.

Uncontrolled production process — time and cost overruns

Most Indian shipyards have a reputation of overshooting crucial cost and time deadlines, which, in turn, affect
asset deliveries and contract timelines. While major ship repair yards across the world boast of adherence to strict
deadlines with minimal overruns, most Indian shipyards lose out due to inefficient project management stemming
from lack of ancillary ecosystem, lower automation, and alleged lower labour productivity.

Public sector unit shipyards are also saddled with cumbersome procedures to be followed for procurement and
contracting, deterring speedier commercial transactions. Complex and rigorous government procurement
procedures often cause delays and limit choice.

Intensifying competition from neighbouring foreign shipyards

Shipyards in Colombo, Dubai, and Singapore have gained reputation over time for high quality repairs at
competitive prices, and credit facilities extended to key clients. Due to the slowdown in global ship building
industry and pressure to cover cost overheads, these shipyards are expected to become more competitive.

Regulatory framework for shipbuilding industry in India

The Indian government has proactively supported the country’s shipbuilding and ship repair industry through
several regulatory measures and policy initiatives. The industry is strategically tied to the economy, having an
important role in employment generation, and development of manufacturing and related industries.

However, over the last several years, it is facing challenges on many counts. Most private shipyards are financially
stressed, as a weak global economic environment has led to domestic and global shipping liners cancelling or
postponing their fleet plans.

To alleviate this and achieve its ‘Make in India’ vision, the Centre undertook several initiatives such as Ease of
Doing Business, and reforming the defence procurement policy. The government has opened up the construction
of warships and submarines to private shipyards, as it strives to achieve its goal of becoming a warship-building
nation.

New policy aims to provide financial assistance to shipbuilders

The Cabinet approved a new shipbuilding policy in December 2015, granting financial assistance and
infrastructure status to the shipbuilding industry. The government has set aside Rs 40 billion to implement the
scheme over 10 years.

The key policy features are:

. Financial assistance will be granted to both state- owned and private shipbuilders on each ship built, except
smaller boats and fishing vessels

. The quantum of the financial assistance will be scaled down by three percentage points every three years,
starting with 20% in the first three years, down to 11% in the 10th year.

. The assistance will be given on contract price or fair price, whichever is lower.

. Both state-owned and private yards will get the assistance only after they construct and hand over to the
ship to the buyer.

. Right of first refusal will be given to Indian shipyards for government purchases, meaning, even if the

Indian shipyard is not the lowest bidder, option will be provided to the Indian yard to match the lowest
foreign bid and secure the contract.

Over the past few years, India's shipbuilding industry has been grappling with weak financial health. Shipbuilders

such as ABG Shipyard and Bharati defence (BDIL) posted net losses of Rs 20 billion and Rs 37 billion respectively
in 2015-16 and also reported negative working capital for the year.
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The financial assistance proposed by the government to support the beleaguered Indian shipbuilders is likely to
make them more cost competitive at a global level. It will also provide them the required working capital to build
ships, considering the capital intensive nature of industry. Granting the industry infrastructure status will facilitate
its recovery by entitling it to various government incentives and tax benefits.

Infrastructure status granted to the industry

The shipbuilding industry was recently awarded infrastructure status, which will enable raising of long-term
finances at competitive rates. Companies will get loans for a longer period, say up to 25 years, based on the
economic life or concession period of the project, with periodic refinancing, say, every five years.

The status is also expected to give a boost to the government's "Make in India" initiative as cheaper finance will
support Indian shipbuilders to overcome the cost disadvantage on building ships. With this, the shipyard industry
will be able to avail of flexible structuring of long-term project loans, long-term funding from infra funds at lower
interest rates and longer tenure equivalent to the economic life of their assets, relaxed external commercial
borrowing norms, issuance of infrastructure bonds for meeting working capital requirements, as well as benefits
under the Income Tax Act, 1961.

As per the Reserve Bank of India’s notification, banks have indicated that:

. granting infrastructure status will ensure long term viability of infrastructure/core industries sector projects
by smoothening the cash flow stress in initial years;

. they will be able to extend finance to such projects without getting adversely impacted by asset-liability
management (ALM) issues;

. the need for restructuring (arising out of initial stressed cash flows, owing to 10-12 year loan tenors
normally fixed) will be minimised, allowing banks to once again take up financing / refinancing of these
project loans;

. they could shed or take up exposures at different stages of the life cycle of such projects, depending on
the bank’s single / group borrower or sectoral exposure limits;

. with reduction of project risk and option of refinancing, ratings of such projects will undergo upward
revision, allowing lower capital requirement for bank loans as also access to corporate bond markets to
promoters at any stage based on such refinancing; etc.

Indigenisation plan to support government’s Make in India initiative

In July 2015, the Indian Navy announced an indigenisation plan up to 2030. This plan states that the industry,
including the private sector, can play a vital role in parts to meet the sophisticated needs of the armed forces
through cost-effective utilisation of its know-how and existing infrastructure, in pursuance of the Government of
India's vision of Make in India.

The indigenisation plan 2015-2030 lists out the equipment which can be taken up for indigenisation in the coming
years. This plan is supposed to encourage all sectors of the industry to come forward and participate in indigenous
development of weapons, sensors and other high end equipment for the Indian Navy, thereby making the nation
self-reliant in this vital domain of defence technology.

Other opportunities to Indian carriers through Make in India

Gas Authority of India (GAIL) has signed contracts to buy liquefied natural gas (LNG) from suppliers in the US.
Transporting LNG will require large specialised ships termed LNG carriers. As part of the Make in India
campaign, the Government of India has mandated that one-third of the total number of ships should be built in
Indian shipyards.

Increase in FDI limit in defence shipbuilding; Looking towards strategic partnership model to create capacity
in private industry

The Indian government has taken steps to encourage defence shipbuilding in the country. According to PIB, in
June 2016, Foreign Direct Investment (FDI) Policy in defence sector has been reviewed. As per the updated policy,
FDI limit continues to stand at 49% under automatic route and above 49% under Government route wherever it
is likely to result in access to modern technology or for other reasons to be recorded. To further the ease of process
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of approvals, the Government has abolished Foreign Investment Promotion Board (FIPB).Moreover, the
government is working on Strategic Partnership Model for creating capacity in the private industry on a long term
basis and a policy document shall be released shortly for selection of strategic partners.

Earlier, in August 2014, the government raised foreign direct investment limit in the segment to 49% from 26%
in a bid to cut imports by indigenising defence production. With India being among the top-ten defence spenders
in the world, the move to encourage domestic manufacturing bodes well for shipbuilders with a defence presence.

Indirect tax incentives of November 2015

o The industry is exempt from customs and central excise duties on all raw materials and parts for use in the
manufacture of ships/vessels/tugs, pusher crafts, etc.

. At present, certain ships/vessels are exempt from basic customs duty and central excise duty (CVD).
Consequently, for such ships/vessels manufactured in export-oriented units (EOUS) and cleared to domestic
tariff area (DTA), the EOUs are not eligible for exemption on raw materials/parts of such ships/vessels.
Suitable amendment is being made to the relevant notifications so as to provide EOUs eligibility for duty
exemption on raw materials/parts consumed in the manufacture of such ships/vessels, which are cleared to
DTA, even if such ships/vessels are exempt from basic customs duty and central excise/CV duty.

. Simultaneously, the requirement that ships/vessels/tugs, pusher crafts, etc. should be manufactured in a
custom-bounded warehouse for availing of customs and excise duty exemptions has also been done away
with. Instead, these exemptions will now be subject to actual user conditions.

. Central excise duty exemption on inputs used in repair of ocean-going vessels has been granted in the
Union Budget 2016-17.

Setting up of National Investment and Infrastructure Fund

Union Finance Minister Arun Jaitley announced the setting up of a National Investment and Infrastructure Fund
(NIF) in the Union Budget 2015-16, with an annual flow of Rs 20,000 crore. This will enable the trust to raise
debt, and in turn, invest in infrastructure finance companies such as Indian Railway Finance Corporation and
National Housing Bank. The infrastructure finance companies can then leverage this extra equity manifold.

With a view to attract investments from Qatar under the umbrella of NIIF, a memorandum of understanding
(MOU) was signed with Qatar Investment Authority (QIA) on June 5, 2016, during the visit of the Prime Minister
of India to Doha. The objective of the MOU was to facilitate QIA to study investment opportunities in the
infrastructure sector in India, develop a framework for exchange of information with regard to such investments
opportunities, and enable both sides to decide on joint investments. It would remain in effect for 12 months, during
which both parties would discuss and agree on the terms, principles, and criteria for such investments. NIIF would
share a pipeline of investment opportunities available in the infrastructure sector in India, with the QIA.

Improving ‘ease of doing business’

. Obsolete rules under the Merchant Shipping Act, 1958, weeded out:
The Ministry of Shipping has decided to rescind 13 rules under the Merchant Shipping Act, 1958 (as amended),
having found them to be obsolete and unnecessary. Of the 13 rules, six have been rescinded and seven have
been pre-published before rescindment.

. Ship repair units no longer required to register with DG, Shipping:
The Ministry of Shipping has simplified the procedure eliminating the requirement of registration of ship repair
units with the Directorate General (DG) of Shipping. The Ministry of Finance and the Ministry of Commerce
and Industry have been informed to extend concessions and facilities to ship repair units without insisting on
registration with DG, Shipping.

) Re-rolled steel from ship breaking allowed for shipbuilding:

To meet the growing demand for steel by ship and barge builders, the Ministry has decided that re-rolled steel
from re-cycling yards/ship breaking units will be certified for use in the construction of inland barges, river
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sea vessels (Type 1 & 2) and port and harbour crafts, after ascertaining its sourcing and processing. This will
help in bringing down the cost of construction.

National policy on dredging

The Government of India’s new dredging policy as per the Indian Maritime Agenda 2020 promises to encourage
private competition in this field. The crux of the existing dredging policy guidelines issued by Ministry of
Shipping (MOS) is:

. All major ports shall invite open competitive bids for dredging works and Indian companies owning Indian
flagged dredgers, including Dredging Corporation of India (DCI), shall have the right of first refusal if the
rate is within 10% of the lowest valid offer available. This will apply to both maintenance and capital
dredging works, with the sole exception of the maintenance dredging requirement of Kolkata Port, for
which separate instructions may apply.

. If more than one company owning Indian flag dredger participates in the tender, the right of first refusal
will go to that Indian company which has quoted the lowest rate of all, and is within 10% of the lowest
valid offer put up in that tender.

The dredging policy in India is awaiting further changes that will promote competition. The policy may allow
private companies to compete for underground excavations in the marine sector, and any further change in this
policy will also focus on promoting coastal shipping.

Potential of private companies in the dredger business

The dredging sector in India has unexploited opportunities, and the market in India is slowly opening up to private
players. A greenhorn private player first has to tie up with an established player to fulfil the pre-qualification
criterion, and only after that can it participate in the call of tenders, if it qualifies. Private dredging companies are
yet to exploit the capability of possible alliances in this business. They do not face stiff competition from foreign
dredgers, as local players are able to provide dredgers at low cost. If private players are able to evolve some new
technology which promotes environment friendly as well as efficient dredging at a lower cost, that would add to
their growth and entry into the market. SCI, for instance, is looking for new private ventures with good expertise,
to engage with in dredging activities.

Majority of dredgers belong to private players

23%
18%
15%
= Jaisu Shipping Company = Dharti Dredging and Construction
= M Pallonji and Company Pvt. Ltd Sahara Dredging
Maldar Dredging and Salvages Pvt. Ltd Other Companies

Source: Dredging Corporation of India Annual report

Private companies own the maximum number of dredgers in India. Among them are: Jaisu Shipping Company
Pvt Ltd (23%), Maldar Dredging & Salvages Pvt Ltd (18%), and Sahara Dredging Company (15%).

Overview of competitive landscape

Shipbuilding capacity of public and private shipyards by type of vessels
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Name of player

Public sector
Alcock Ashdown (Gujarat)
Ltd.(AAL)

Cochin Shipyard Ltd (CSL)

Hindustan Shipyard Ltd.(HSL)
Hooghly Dock & Port
Engineers Ltd. (HDPE)
Shalimar Works Ltd. (SWL)
Goa Shipyard Ltd. (GSL)
Mazagon Dock Shipbuilders
Ltd

Garden Reach Shipbuilders and
Engineers Limited *(GRSE)
Private sector

ABG Shipyard Ltd.(ABGS)
Bharati Defence &
Infrastructure.(BDIL)

Reliance Defence and
Engineering Ltd (RDEL))

Dry Bulk
Tanker .
cargo carriers
Y Y
Y
Y Y
Y Y
Y Y Y
Y Y

Passenger/Passenger-
cum-cargo ships

Y

Y

Product
carriers

<

< < < <

Y

Y

Defence

ships

Y

*Rajabagan Dockyard Limited, under Central Inland Water Transport Corporation, Kolkata merged with Garden Reach Shipbuilders and
Engineers Ltd, Kolkata w.e.f 1st July 2006
Source: Ministry of Shipping, CRISIL Research

Player wise shipbuilding revenues for major players in the industry

Rs billion

W

3

N w
m o

N
o

Goa Shipyard - ©w

Mazag on Dock

ol o

Q w (] w
- < 1
Cochin Shipyard _ 1

Note: Companies with shipbuilding revenues greater than Rs 0.1 billion are only considered

Hindustan

Financials are as on fiscal 2017 except the following
*latest available financials as per fiscal 2016
#latest available financials as per fiscal 2015
Source: Statistics of India's Shipbuilding and Ship repair industry 2015-16, annual reports of listed companies and public shipyards
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In terms of revenue, public sector shipyards dominate the shipbuilding industry in India. This is mainly due to
their capabilities in building of Defence vessels, which are complex and costlier compared to commercial vessels.

Moreover, execution of the order book of private shipyards remains uncertain due to the stressed financial position
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of major shipyards like ABG Shipyard, RDEL Shipyard and Bharati Defence and Infrastructure Ltd. According
to industry interactions, some orders of commercial vessels placed with private-sector shipyards have either been
cancelled or put on hold. Additionally, the majority of orders of ships for clients engaged in the defence sector
have been placed with the public-sector shipyards.

Financial snapshot — Shipyard companies

Mazagon Garden Bharati
Dock Reach Ship Reliance Defence
Shipbuild | Cochin | Goa | Builders & Hindustan | Defence and | &
ers Shipyar | Shipy | Engineers Shipyard Engineering | Infrastruc
Parameters | Limited d ard Ltd. Ltd* Limited ture Ltd*
Revenue 35.1 20.7 104 |94 5.9 5.3 1.6
Operating
margin 4% 19% 14% | -16% -3% 4% -119%
Net margin 15% 16% 10% | 1% 3% -98% N.M.
ROCE 36% 26% 20% | 3% 0% -1% -67%
Financial
gearing
(times) 0.0 0.1 0.0 0.0 N.M. 8.2 N.M.

Note: * for FY16, rest for FY17
Revenues represent total sales including shipbuilding and ship repair
Source: Annual reports of respective companies

Operating profile of players

(Source: All information has been taken from company annual reports, company websites, publications by
Ministry of Shipping and other publically available documents. The financial data has been reclassified according
to CRISIL Standards. Consolidated financials have been considered for all companies except wherever specified.)

Cochin Shipyard Ltd (CSL)

Incorporated in 1972 in technical collaboration with Mitsubishi Heavy Industries Ltd, Japan. Situated adjacent to
the Cochin port on the west coast, the yard covers 170 acres of which 60 acres are still vacant and available for
future use. It is strategically located midway on the international sea route, connecting Europe, West Asia and the
Pacific Rim. The yard builds large vessels for merchant and Indian navies.

Some highlights:

. Has capacity to build ships up to 110,000 DWT, and repair ships up to 125,000 DWT.

) Delivered two double-hull crude oil tankers built in India, each of 92,000 DWT capacity

) Has been selected by the Indian Navy to build its first indigenous air ship. Steel-cutting for the ship
commenced in April 2005.

. The company has leased ~42 acres of land at the Cochin Port Trust for 30 years in order to set up an
international ship repair facility.

Technical collaborations and joint ventures

. CSL has partnered with a leading global builder of LNG carriers, M/s Samsung Heavy Industries (SHI),
Korea.

. The yard has become the first in India to be licensed by M/s GTT, France, to use their patented Mark Il
Flex Membrane Technology for its LNG carrier containment system.

) CSL has submitted offers to two international consortiums, which in turn have taken part in the GAIL
tender. The outcome is awaited.

Financials

2016-17 2015-16

Particulars 2014-15
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Revenue (Rs bn) 20.7 20.0 18.7

Operating margin 19% 18% 18.3%
Net margin 15.6% 13.6% 12.4%
RoCE 26% 25.3% 23.2%
Financial gearing (times) 0.1 0.1 0.1

Source: Company reports, CRISIL Research

Notes:
i. Increase in ship repair revenue by ~48% contributed to marginal increase in overall revenue.
ii. Improvement in the net profit margin was on account of better operating performance.

Garden Reach Shipbuilders and Engineers Ltd (GRSE)

GRSE is a warship-building company in India, under the Ministry of Defence’s administrative control. Since
1960, GRSE has built 95 warships, from state-of-the-art frigates and corvettes to fast-patrol boats. GRSE has built
and supplied close to 700 vessels (including 95 warships) for carrying men and materials and also for surveillance
of the coastline. It has an engineering and engine division to support its main business.

Technical collaborations and joint ventures
. The company is participating in a global tender for construction of two frigates for the Philippines Navy.

Itis the only Indian shipyard to have qualified for this international tender, along with leading global players
like Navantia, STX, Daewoo and Hyundai.

. Participating in a tender for supplying patrol vessels to Vietnam border guards.

. Exploring the possibility of exporting pre-fabricated steel bridges to Peru.

. Delivered the first indigenous anti-submarine warfare (ASW) corvette, INS Kamorta, to the Indian Navy
in 2014-15.

. Handed over the first Indian export ship, an offshore patrol vessel, to the Governemnt of Mauritius in 2014-
15.

Financials

Particulars 2016-17 2015-16 2014-15

Revenue (Rs bn) 94 19.1 23.3

Operating margin -16.4% 4.7% 2.0%

Net margin 1.3% 8.4% 1.8%

RoCE 2.7% 23.7% 7.6%

Financial gearing 0.0 0.0 0.0

(times)

Source: Company reports, CRISIL Research

Notes:
i Revenue has declined significantly in Shipbuilding and spares by 47% and 38% respectively, which are
key segments for the company.
ii. Steep decline in revenue has led to an operational loss. However, the company was profitable at net level
due to income from interest among others.

Goa Shipyard Ltd (GSL)

Established in 1957, GSL is a certified shipyard on India’s west coast, managed and controlled by the Ministry of
Defence, Government of India. GSL is strategically located on the banks of river Zuari in Goa, a major
international tourist destination that is well-connected by its international airport and major port to all important
shipping lines. It has a capacity to build and repair ships of about 10,000 DWT.

GSL offers a wide spectrum of services including:

) Designing and building of a variety of vessels
. Vessel repair and modernisation
. Technology transfer
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Ships manufactured:

Advanced offshore patrol vessels, fast patrol vessels, fast attack crafts, survey vessels, sail training ships, missile
and landing crafts, tugs, dredgers, launches, passenger ferries, fishing vessels, glass-reinforced plastic boats, and
medium-sized sophisticated vessels.

Technical collaborations and joint ventures:

Presently executing export orders of two offshore patrol vessels (OPV) for Sri Lankan Navy.

Executing two water jet, fast attack crafts and 11 fast interceptor boats for Mauritius.

Building damage control simulator for Myanmar.

Signed an agreement with the UK for providing technology to manufacture air cushion vehicles
indigenously. The agreement has also enabled GSL to participate in two recent global tenders floated for
manufacture and supply of air cushion vehicles to the Indian Army.

. Bagged the order for supply of HELLI landing grid for two Sri Lankan OPVs under construction at GSL.

Financials

Particulars 2016-17 2015-16 2014-15
Revenue (Rs bn) 10.4 8.8 7.6
Operating margin 14% 9.8% -5.2%
Net margin 9.5% 7% 10%
RoCE 19.6% 17.6% 8.0%
Financial gearing (times) 0.0 0.0 0.0

Source: Company reports, CRISIL Research

Notes:
i Decline in other expenses and increase in revenue led to an improvement in the operating margin.
ii. Following an increase in operating margin, net margin for the company also increased.

Hindustan Shipyard Ltd

Hindustan Shipyard Ltd (HSL) is located on the east coast near Visakhapatnam. The yard was set up in 1941 by
Scindia Steam Navigation Company. The Indian government took over the shipyard in 1952. It engages in
shipbuilding, ship repair, and creation of offshore and onshore structures. It is the first shipyard in the country to
obtain 1SO-9001 accreditation for shipbuilding and structural fabrication. It has a capacity to construct and repair
ships up to 80,000 DWT.

Technical collaborations and joint ventures
. Signed a memorandum of understanding (MOU) for transfer of technology, design and manufacture of

submarines including systems/subsystems, with Hyundai Heavy Industries, Korea on January 13, 2015.
. The MOU aims to infuse best practices of shipbuilding and submarine construction at HSL.

Financials

Particulars 2015-16 2014-15
Revenue (Rs bn) 5.9 2.8
Operating margin -2.6% -55.7%
Net margin 3.2% -712.9%
RoCE 0.0% 0.0%
Financial gearing (times) -0.5 -0.5

Source: Company reports, CRISIL Research

Notes:

126



i. The company’s total revenue doubled on account of an increase in revenue from shipbuilding as well as
ship repairing segments by ~200% and ~150%, respectively.

ii. Sharp improvement in operating margin owing to decline in employee cost and other manufacturing
eXpenses.

Mazagon Dock Shipbuilders Ltd (MDL)

MDL is a Defence Public Sector Undertaking under ministry of Defence. It is one of the India’s leading shipyards
with a capacity to meet requirements of the Indian Navy. Mazagaon dock was first constructed in 1774 as a small
dry dock, which was incorporated as a public limited company in 1934, before being taken over by Govt. of India
in 1960.

The shipyard builds warships and conventional submarines at its facilities in Mumbai and Nhava. Major customers
for the shipyard include Indian Navy and Coast Guard.

Since 1960, MDL has built a total of 795 vessels including 25 warships, from advanced destroyers to missile boats
and three submarines. MDL had also delivered cargo ships, passenger ships, supply vessels, multipurpose support
vessels, water tankers, tugs, dredgers, fishing trawlers, barges and border outposts for various customers in India
as well as abroad.

The company has also fabricated and delivered jackets, main decks of wellhead platform, process platforms, jack
up rigs etc. A few highlights in its shipbuilding are:

. It is India’s only shipyard to have built destroyers and conventional submarines for the Indian Navy.

) It is one of the initial shipyards to manufacture Corvettes (Veer and Khukri Class) in India.

. It is also one of the ship builders for P17-A project for building next generation guided missile stealth
frigates through collaboration with Fincantieri, Italy.

. It is also executing orders for five scorpene submarines through collaboration with DCNS, France.

. It has a capacity to build warships, submarines, merchant ships upto 40,000 DWT.

. As per Ministry of Shipping, no ship repair work has been undertaken by MDL in 2016. However it has
undertaken ship repair activity in the past.

. For outfitting work, the company has several workshops with sophisticated equipment and machines
specific to hull fabrication and ship construction work.

Financials

Particulars 2016-17 2015-16  2014-15
Revenue (Rs bn) 35.1 41 35.9
Operating margin 4.2% 5.1% 6.3%
Net margin 15.2% 15.2% 13.6%
RoCE 35.9% 36.9% 33.8%
Financial gearing 0.0 0.0 0.0
(times)

Source: Company reports, CRISIL Research
Notes:
i Revenue for the company declined in 2016-17 on account of reduction in ship building revenue.
ii. Operating margin was lower in 2016-17 on-year, due to rise in provisions.
iii. Its gearing remains low on account of minimal debt.
ABG Shipyard Ltd
ABG Shipyard Ltd, incorporated in 1985 as Magdalla Shipyard Pvt Ltd, is located near Magdalla port in Surat.

The company has a private sector shipbuilding yard in India. Its manufacturing process is in line with global
standards, with the yard certified by DNV for 1SO 9001:2008. A few highlights:

. Can build and repair ships up to 20,000 DWT.
. First Indian shipyard to export vessels to Norway
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. First shipyard to build highly specialised ships such as fifth-generation newsprint carriers and bulk cement

carriers

. First shipyard to build diesel electric dynamic ships, pollution control vessels, and all aluminium jet-
propelled crafts

. Has received highest exporter award from Engineering Export Promotion Council over the past two years

Products manufactured

Anchor handling tugs and supply vessels, diving support vessels, well head maintenance vessels, dynamic
positioning vessels, tugs, offshore support vessels, bulk carriers, tankers, floating cranes, pollution control vessels,
and special purpose vehicles.

Financials

Particulars 2015-16* 2014-15
Revenue (Rs bn) 0.3 4.5
Operating margin N.M. -42.1%
Net margin N.M. N.M.
RoCE -40.5% -5.3%
Financial gearing (times) -3.0 12.6

*Note: Standalone financial data, N.M.: Not meaningful
FY17 financials for the company are not updated
Source: Company reports, CRISIL Research

Notes:

i. Low level of business activity, impairment of inventory, and increased interest cost resulted in increased
losses.

ii. Increase in exceptional items was because of foreign exchange losses and reversal of profits on account
of cancellation of contract / invocation of bank guarantees.

Reliance Defence and Engineering Ltd (RDEL)

Formerly Pipavav Defence and Offshore Engineering Company Ltd, RDEL has the capacity up to 400,000 DWT
to build and repair ships. This is the first private sector company in India to secure licence and contract to build
warships. Its shipyard is located on India’s west coast in Saurashtra, Gujarat. The fabrication facility is spread
over 2.1 million sq ft.

Products manufactured

Cargo ships, naval vessels, offshore vessels, rigs, platforms, dredgers, passenger vessels, etc.

Technical collaborations and joint ventures

Reliance Naval Systems (RNS) is a business vertical of RDEL.

. RNS is partnering with SAAB, Sweden to develop combat management systems for the Indian Navy.

. Targeting underwater systems through a proposed joint venture with Thales, France, particularly to build
mine counter-measure vessels ordered on Goa shipyard, a public sector undertaking.

. Developing an integrated platform management system, integrated bridge systems, and simulators in

partnership with Kongsberg Defence and Aerospace AS, Norway.
) Tying up with Safran Engineering Services, France to develop electro-optical systems for Indian coast

guard ships.
Financials
Particulars 2016-17*  2015-16 2014-15
Revenue (Rs bn) 5.3 3.1 9.1
Operating margin 3.7% -59.7%  18%
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Net margin -97.9% N.M. -43.9%
RoCE -1.4% -3.5% -0.1%
Financial gearing (times) 8.2 4.3 3.7

N.M.: Not meaningful
Source: Company reports, CRISIL Research

Notes:

i. The revenue for the company rose 71% due to a rise in ship building and ship repairing revenues by 78%
and 40% respectively.
ii. Despite improvement in operating performance, the company posted a net loss due to high gearing.
iii. Gearing ratio rose on account of increase in long term loan in 2016-17.

Bharati Defence and Infrastructure Ltd (BDIL)

Formerly Bharati Shipyard Ltd, BDIL was incorporated in 1968 as a partnership firm. It operates shipbuilding
facilities in Ratnagiri, Dabhol, Mangaluru, and Kolkata. The company has structural quality assurance facilities
at Ghodbunder Road in Thane district. Its subsidiary, Pinky Shipyard, has shipbuilding facilities in Goa. Its
subsidiary, Tebma Shipyard, has shipbuilding facilities in Karnataka, Kerala, and Tamil Nadu.

. Can build ships up to 70,000 DWT.

. Can repair ships up to 20,000 DWT.

. Product range has shifted from simple inland cargo barges to sophisticated deep-sea fishing trawlers and
state-of-the-art dredgers, to ocean-going tractor tugs, cargo/ container ships, tankers, etc.

Products manufactured
All types of ships up to 250 metres in length, including cargo vessels (dry & bulk), tankers, passenger
vessels/ferries, off-shore petrol vessels, offshore support/supply vessels, AHTS tugs, tankers, dredgers, ro-ro

vessels, etc.

Technical collaborations and joint ventures

. Has entered into a contract for construction and sale of two LNG-propelled vessels to a Norway-based
company.

. The concept of using LNG as a fuel for ships has been gaining popularity not only in Europe but also in
Asia and USA.

. Norway has taken the lead in developing “LNG as fuel” for shipping. It already leads in LNG usage for
vessels such as ferries and supply ships.

Financials

Particulars 2015-16  2014-15
Revenue (Rs bn) 1.6 1.9
Operating margin -119.4% -52.8%
Net margin N.M. N.M.
RoCE -66.6% -16.3%
Financial gearing (times) -2.3 -4.8

N.M.: Not meaningful
Source: Company reports, CRISIL Research
Note: FY17 financials for the company are not updated

Notes:

i Inadequate working capital continued to impact operations of the company.
ii. Company’s net worth eroded further owing to increase in losses.

Larsen & Toubro Ltd (L&T)
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L&T owns and operates two shipyards, one on west coast of India at Hazira, near Surat in Gujarat, and the other
on east coast at Kattupalli near Chennai. The Hazira shipyard has a capacity of ~20,000 DWT, while the Kattupalli
shipyard is spread across 500 hectares. It also includes a container port and an offshore modular fabrication yard.
Both shipyards undertake construction of commercial and defence vessels and repairs. In addition, Kattupalli
shipyard has facilities for undertaking repairs, refits, and conversions of both commercial and defence vessels and
offshore platforms.

Products manufactured

Offshore utility vessels, LNG carriers, LPG carriers, chemical tankers, dredgers, reefers, cable layers, container
ships, pure car carriers, multipurpose heavy lift, and roll-on roll-off vessels.

Global shipyards
Hanjin Heavy Industries and Construction

South Korea-based Hanjin Heavy Industries and Construction has two shipyards, Subic Shipyard and Yeongdo
Shipyard. Subic Shipyard has a shipbuilding capacity of two million DWT per annum and Yeongdo Shipyard,
about one million DWT per annum. It builds commercial vessels, container carriers, LNG carriers, ro-ro vessels,
chemical tankers and cable ships. Hanjin has filed for bankruptcy in the US to protect its vessels from being seized
by creditors.

Financials

Particulars CY15 CY1l4
Revenue (Rs billion) 177 146
Operating margin 0.75% -1.86%
Net margin -8.37%  -11.88%
ROCE N.M. N.M.
Financial gearing (times) N.M. N.M.

N.M.: Not Meaningful
CY16 is not available
Source: Company reports, CRISIL Research

Notes:
i. Operating margin turned positive in 2014-15, from -1.86% in 2013-14, with a 21% increase in revenue.
ii. Financial gearing deteriorated with a debt increase of about 82%.

Hyundai Heavy Industries

Hyundai Heavy Industries, based in South Korea and incorporated in 1972, had about 15% share of the global
market and a 40% share of the global containership market.

Financials

Particulars CY16 CY1l5 CYi4
Revenue (Rs billion) 2,279 2,619 3,048
Operating margin 4.2% -1.02%  -4.24%
Net margin 1.7% -2.92% -3.36%
RoCE 8.2% N.M. N.M.
Financial gearing 1.03 1.2 N.M.
(times)

N.M.: Not Meaningful
Source: Company reports, CRISIL Research

Notes:

i Despite decline in revenue because of low business activity, fall in commodity prices have supported the
growth in gross profit margins boosting profitability.
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ii. During the period, the total debt has remained stable, while positive net profit led to a decline in financial
gearing.

Mitsubishi Heavy Industries Ltd

Mitsubishi Heavy Industries Ltd of Japan manufactures ships, heavy machinery, airplanes and railroad cars..

Financials

Particulars 2015-16 2014-15 2013-14
Revenue (Rs billion) 2,434 2,306 2,275
Operating margin 3.8% 7.65% 7.4%
Net margin 269% 2.77% 3.29%
RoCE N.M. N.M. N.M.

Financial gearing (times) N.M. N.M. N.M.
N.M.: Not Meaningful
Source: Company reports, CRISIL Research

Notes:

i The revenue for the company remained flat while rise in selling expenses has impacted the operating
margin.
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OUR BUSINESS

This section should be read in conjunction with “Risk Factors”, “Management’s Discussion and Analysis of
Financial Condition and Results of Operations” and “Financial Statements” on pages 16, 458 and 191
respectively, before making an investment in the Equity Shares. In this section, references to “we”, “our” and
“us” are to our Company. Our restated financial information for the Fiscals 2013 and 2014 included in this Draft
Red Herring Prospectus is prepared under the Indian GAAP. For the Fiscals 2015, 2016 and 2017 and for the
six months period ended September 30, 2017, our financial information is prepared under the Ind AS and included
in this Draft Red Herring Prospectus. Unless otherwise stated, financial information in this section has been
derived from our Restated Standalone Financial Statements.

Due to various national security concerns, certain material information in relation to our business, operations
and prospects has been classified as ‘confidential’ by the MoD and by us. As a result we have not (i) disclosed
such information in this Draft Red Herring Prospectus; or, (ii) provided such information to the BRLMs, the legal
counsels and / or other intermediaries involved in this Offer. We therefore cannot assure you that this Draft Red
Herring Prospectus contains all material information as necessary for investors to make an informed investment
decision and hence this Draft Red Herring Prospectus may not be complete to that extent. For further information
please see “Risk Factors - As a result of national securities concerns, certain information in relation to our
business and operations is classified as ‘secret and confidential’ pursuant to which we have not disclosed such
information in this Draft Red Herring Prospectus nor provided such information to the BRLMs, other
intermediaries and advisors involved in the Offer” on page 18.

Overview

We are a defence public sector undertaking shipyard under the Department of Defence Production, MoD with a
maximum shipbuilding and submarine capacity of 40,000 DWT (Source: CRISIL Report), engaged in the
construction and repair of warships and submarines for the MoD for use by the Indian Navy and other vessels for
commercial clients. We are a wholly-owned Gol company, conferred with the 'Mini-ratna-I' status in 2006, by the
Department of Public Enterprises. We are India’s only shipyard to have built destroyers and conventional
submarines for the Indian Navy. We are also one of the initial shipyards to manufacture Corvettes (Veer and
Khukri Class) in India (Source: CRISIL Report).

The business divisions in which we operate are (i) shipbuilding and (ii) submarine and heavy engineering. Our
shipbuilding division includes the building and repair of naval ships. We are currently building four P-15 B
destroyers and four P-17A stealth frigates for the MoD for use by the Indian Navy. Our submarine and heavy
engineering division includes building, repair and refits of diesel electric submarines. We are currently building
five Scorpene class submarines under a transfer of technology agreement with Naval Group for the MoD for use
by the Indian Navy. Since 1960, we have built a total of 795 vessels including 25 warships, from advanced
destroyers to missile boats and three submarines. We have also delivered cargo ships, passenger ships, supply
vessels, multipurpose support vessels, water tankers, tugs, dredgers, fishing travellers, barges and border outposts
for various customers in India as well as abroad.

Some of the vessels built and delivered by us in the past include, six Leander class frigates, three Godavari class
frigates, three corvettes, four missile boats, six destroyers, three submarines and three Shivalik class frigates for
the MoD for use by the Indian Navy and constructed and delivered seven offshore patrol vessels to the Indian
Coast Guard. We have fabricated and delivered jackets, main decks of wellhead platforms, process platforms and
jack up rigs, etc,

Our shipyard is strategically located on the west coast of India, on the sea route connecting Europe, West Asia
and the Pacific Rim, a busy international maritime route. We are headquartered in Mumbai which is also the
headquarters of the Western Naval Command of the Indian Navy. We are also exploring the possibilities of
developing a greenfield shipyard at Nhava, Navi Mumbai with a shiplift, wet basin, workshops, stores and
buildings and a ship repair facility spread over an area of 40 acres.

Our shipbuilding and submarine and heavy engineering divisions are both 1SO 9001:2008 certified.

Over the last 15 Fiscals, the total number of orders for vessels received and delivered by us is set out below:
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Division Orders Received Orders Delivered
Shipbuilding 16 27
Submarine and heavy engineering 6 1

In addition to the above, we have also completed repairs for two submarines.

Prior to our incorporation in 1934, a small dry dock was constructed in Mazagaon village, Mumbai, to service the
ships of the British East India Company in 1774 which was subsequently developed into a ship repair yard and
later a ship building yard over the course of two centuries. We were incorporated as a private limited company in
1934 and in the year 1960, the Gol took over our Company to expand its warship development programme
designating it as a DPSU under the MoD. For further details, see “History and Certain Corporate Matters” on
page 152.

Our Company has posted profits continuously in the last three Fiscals. Our total income was ¥42,109.03 million,
348,866.92 million, %42,950.53 million and 220,625.93 million for Fiscals 2015, 2016 and 2017 and for the six
months period ended September 30, 2017 respectively. Our profit for the year was 5,285.20 million, 36,025.09
million, ¥5,489.86 million and %2,667.80 million for Fiscals 2015, 2016 and 2017 and for the six months period
ended September 30, 2017 respectively.

Competitive Strengths
We believe we benefit from a number of strengths that together differentiate us from our competitors:
Only public sector defence shipyard constructing conventional submarines

Our Company is primarily engaged in the defence shipbuilding segment catering to the needs of the MoD. We are
India’s only shipyard to have built destroyers and conventional submarines for the Indian Navy (Source: CRISIL
Report). We have in the past constructed two SSK submarines, modernized and refitted four SSK submarines. We
believe this has enhanced our capability of handling construction of conventional submarines. We have also
entered into a technology transfer agreement with Naval Group, France for Scorpene submarines which are
currently manufactured by us. We have recently delivered one of the Scopene submarines, INS Kalvari to the
MoD. We alongwith the Naval Group have trained our workforce in relation to the construction of such
submarines. We believe that our personnel associated with submarine construction process are now adept with
the nuances of submarine technology.

World class infrastructure capable of serving the requirements of the Ministry of Defence

We believe that the infrastructure and facilities available at our shipyard combined with our vast expertise give us
a significant edge over our domestic peers. Our facilities currently comprise of three dry docks, two wet basins,
three slipways, production shops, assembly shops, module shop with painting chamber for integrated construction,
sheet metal shop, pipe shop, machine and fitting shop, ship dry dock and dredging, electrical repair shop and
instrumentation shop for our shipbuilding division. Our submarine division infrastructure includes shops for
fabrication of frame, sub-section assembly and section formation, cradle assembly shop for structural and
equipment outfitting and final assembly, one dry dock and submarine section assembly shop. Our shipbuilding
and submarine and heavy engineering divisions are both 1SO 9001:2008 certified.

We recently undertook and completed the “Mazdock Modernization Project” which comprised of a new wet basin,
goliath cranes, module workshop, cradle assembly shop, store building and associated ancillary structures
enabling integrated modular construction which would substantially reduce the build period. Post completion of
the modernization project, the capacity of outfitting warships increased from eight warships to 10 warships since
2014 and submarine capacity has increased from six submarines to 11 submarines since 2016. (Source: CRISIL
Report).

We also have a shore integration facility which enables us to complete combat system integration off-site prior to
onboard installation. We have also constructed a submarine assembly workshop which comprises of two bays and
is equipped with two levels of EOT cranes as well as semi goliath cranes.

Location of our facilities promotes closer association with our vendors and customers
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Our shipyard is strategically located in Mumbai on the west coast of India, on the sea route connecting Europe,
West Asia and the Pacific Rim, a busy international maritime route. Our customers, being the MoD and Indian
Coast Guard and our vendors are based in Mumbai which we believe results in closer co-ordination and greater
efficiencies. Further, a majority of our subcontractors are based in and around Mumbai which provides us with an
ease of access to labour. We believe that the location of our facilities provides us a strategic competitive advantage
OVer our peers.

Increase in indigenisation of our vessels and implementation of the “Make in India” campaign

We intend to increase the quantum of indigenised components for our warships and submarines in order to give
an impetus to the Gol’s “Make in India” campaign. In the past, for our warships and submarines, we used to
import equipment related to design support, model testing evaluation and simulation, major engineering and
weapon equipment and systems, equipment related to planning and project management, installations and system
integration, due to non-availability of domestic manufacturers. Importing such items and equipments resulted in
increased costs, quality compromises and unsatisfactory after sales support.

In order to address these issues, a dedicated department of indigenisation was set up in November 2015 alongwith
a road map for indigenisation till the year 2030. The road map provided a flow chart depicting the entire
indigenisation process and included a list of systems, equipment and items alongwith the necessary technical
details which were to be indigenised.

We have successfully indigenised certain equipment such as sonar dome, ship installed chemical agent detection
system, bridge window glass, main batteries for Scorpene submarines, multiple cable transit glands and remote
controlled valves with various companies on a no cost no commitment basis.

We have also introduced an indigenization clause in all our tenders where bidders have to indicate their
progressive indigenization plan. The indigenous content in warships built by us has increased in the past five years

We had also been assigned 40.52 acres of land by the Government of Kerala for setting up the National Institute
of Warship/ Submarine design and Indeginisation Centre which is currently being used as a head office of National
Institute for Research and Development in Defence Shipbuilding. Increase in indigenisation has enabled us to
reduce our reliance on third party component manufacturers and the cost of construction for our vessels.

Established track record with strong financial position and strong Order Book

We are a profitable shipyard with profits continuously in the last three Fiscals. Our total income was 342,109.03
million, ¥48,866.92 million, ¥42,950.53 million and 320,625.93 million for Fiscals 2015, 2016 and 2017 and for
the six months period ended September 30, 2017 respectively. Our profit for the year was %5,285.20 million,
%6,025.09 million, ¥5,489.86 million and %2,667.80 million for Fiscals 2015, 2016 and 2017 and for the six months
period ended September 30, 2017 respectively. The following is the break-up of our division wise consolidated
revenues for the last three fiscals:

(R in million
Revenue from Revenue from
Fiscal L P Submarine and heavy Total Revenue
Shipbuilding division : - -
engineering division
2015 11,479.59 24,570.70 36,050.29
2016 10,529.02 30,533.18 41,062.20
2017 11,844.58 23,392.10 35,236.68

Further, as of February 28, 2018, our Order Book for shipbuilding and submarines and heavy engineering was
%527,608 million comprising of two major shipbuilding projects and one submarine project.

Experienced board and senior management team and skilfully trained workforce
We have a diversified Board with directors having several years of experience in the shipbuilding as well as
submarine division and each of our senior management team is experienced in the industry and have been with

our Company for an average of more than two decades. Some of our senior management have grown within our
organisation from trainee positions to head their respective departments. We believe that we have achieved a
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measure of success in attracting an experienced senior management team with operational and technical
capabilities, management skills, business development experience and financial management skills. For details
regarding the qualifications and experience of our Directors and senior management team, see “Our Management”
on page 162.

We also have a large pool of experienced naval architects, engineers and draftsmen. We continuously train our
employees which we believe enable us to service the technical and commercial demands of our customers. We
believe that our employees and blue-collar workforce are instrumental to our success including for the quality of
our products and services and our ability to operate in a cost-efficient manner, helping us achieve a continuous
profit margins, efficient operations, short delivery schedules, relatively lower attrition and fewer employee
disputes.

Our Strategies

Our objective is to enhance our market position by expanding our capabilities, capitalising on opportunities both
in domestic and International markets in our industry and to enhance our competitiveness. Our business strategies
are:

Export of our products to the international markets

We primarily cater to the defence sector in India at present. However, we are in the process of reviving the exports
of our defence and commercial products to Latin America, Africa, South East Asia, Middle East and Scandinavian
regions and have identified certain defence and civil sectors in such regions. We have, in the past, exported our
products to Mexico, France, Bahamas and Yemen. We have also participated in the RFI process for building four
Tamandare class corvettes for Brazil. We intend to increase our presence globally by establishing an international
marketing team to identify potential markets for our business growth.

We are also in the process of entering into an agreement with the design partner in Norway which will enable us
to market the offshore vessels in the international markets.

Focus on ship repair

Our shipbuilding and submarine contracts have a long gestation period. Our revenues under these contracts are
dependent on achievement of certain milestones. In order to diversify our revenue streams, we intend to increase
our ship repair activities in the future as such activites are for a shorter period of time and result in the early
booking of revenues. We have in the past undertaken ship repairs for our clients in the defence and commercial
sectors. This will help generate more revenues, increase our client base and reduce our dependency on the MoD
for future orders.

We are in the process of reviving our ship repair operations. We are exploring the possibilities of developing a
greenfield shipyard at Nhava, Navi Mumbai with a shiplift, wet basin, workshops, stores and buildings and a ship
repair facility spread over an area of 40 acres which we believe will be suitable for construction and repair of
warships and commercial ships with larger dimensions. We believe that the revival of our ship repair operations
will result in augmentation of our revenues and profitability.

Augmentation of infrastructure and enhancing our manufacturing capacity

We are currently undertaking capital expenditure for our submarine and heavy engineering division by way of
construction of the submarine launch facility and blasting painting chamber. The submarine launch facility which
is currently being constructed will enable us to execute future submarine orders. We are also leveraging the latest
construction methods in order to speed up the construction of our warships. We are exploring options to develop
a greenfield shipyard at Nhava, Navi Mumbai to cater to our existing and future customers in the domestic and
international markets.

We are also planning to convert the impounded Kasara wet basin into a dry dock facility for the purpose of
accommodating future projects. We are planning to dredge the water front to a depth of -5.5 mean chart datum
and create a navigation channel to the offshore container terminal of Mumbai Port Trust. We believe that
augumentation of our exisiting facilities and developments of future facilities will enable us to deliver our products
on or before the scheduled date of delivery and enable us to cater to future orders.
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Our current Order Book

As on February 28, 2018, our Order Book position, is as follows:

Particulars | Nos. | Client | Value (% million)

Shipbuilding

P15B Destroyers 4 MoD 264,330
P17A Stealth Frigates 4 MoD 251,726
Submarine and heavy engineering

P75 Scorpene 5 MoD 11,552
Submarines

Total Order Book 527,608

Our Product Offerings

Shipbuilding

Some of the vessels we have built in the past or are currently in the process of constructing include the following:

P17 Frigates: We have recently constructed and delivered three Shivalik class frigates for the MoD for use
by the Indian Navy. The P17 frigates are multi role frigates and first-of-its kind warships built in India
incorporating stealth features.

P17A Frigates: The P17A frigate is a design derivative of the Shivalik class stealth frigates with much more
advanced stealth features and indigenous weapons and sensors. We are currently building four P17A frigates
by using integrated construction methodology.

P15A Destroyers: We have recently constructed and delivered three P15A destroyers to the MoD for use by
the Indian Navy. The role of the P15A destroyers is to co-ordinate a task force in exerting sea control in a
multi-threat environment. The P15A destroyers are capable of striking shore based targets and providing
defence against hostile aircraft, submarines and surface ships.

P15B Destroyers: These are follow-on class of the P15A destroyers with improved stealth features, latest
weapons and sensors and platform management systems. Currently, four P15B destroyers ships are under
various stages of construction. The role of P15B destroyers is similar to those of the P15A destroyers.

Multipurpose Support Vessels: Two multipurpose support vessel designed for diesel fuel, fresh water and
deck cargo carriage, ROV operations and for azimuth thruster operation were constructed and delivered by
us for foreign clients.

Some of the vessels delivered by our Company in the past 15 years are as follows:

Name of the ship | Year of delivery Name of the ship | Year of delivery
P15 A Destroyers Pontoon
INS Kolkata 2014 SLB 2002
INS Kochi 2015 Vahak 2007
INS Chennai 2016 Vivan 2014
P17 Frigates Varenya 2016
INS Shivalik 2012 Floating Border outpost
INS Sahyadri 2012 Seema Prahari Dwarka 2003
INS Satpura 2011 Seema Prahari Sagar 2003
Multisupport vessel Seema Prahari 2003
Kamakhya
Hercules -I 2012 Seema Prahari Somnath | 2004
Go-Surf 2014 Seema Prahari Shakti 2004
Dredger Seema Prahari Bajarang | 2004
BBMB Dredger | 2004 Seema Prahari Durga 2004
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Name of the ship

Year of delivery

Name of the ship

Year of delivery

Jalangi 2004 Seema Prahari Pratap 2004
Mahananda 2004 Seema Prahari Trishul 2004
Tizu 2004 Missile Boat

DCI dredger XVIII 2009 Prabal 2002

Shipbuilding process

We have been constructing ships by conventional construction methodologies, where various activities are carried
out in sequence. Construction and delivery of a vessel can generally range between 60 to 90 months depending
on the type of ship.

There are three different phases undertaken in a ship building project which are:

(a) Pre-contract phase;
(b) Design phase; and
(c) Construction phase.

Pre-contract phase

During the pre-contract phase, the customer and shipbuilder engage in series of discussion and deliberations for
deciding the ship’s specifications, performance, build schedule, machinery arrangement, important equipment fit
and design validation. The pre-contract phase is concluded with the execution of the contract.

Design phase

After the pre-contract phase, the design and planning departments co-ordinate to prepare a detailed build strategy,
method of construction, extent of outfitting, unit/block dimensions, loading of the shops, man power utilization,
procurement plan etc. The design phase is sub-divided into further two categories:

i) Functional (Basic) Design: Functional design phase entails finalisation of equipment fit, binding data,
system details, routing of pipes, cables, heating ventilation and air conditioning ducting and their
distribution throughout the ship. During this phase, we ensure that the vessel will meet the performance
and operational requirements as required by the customer.

i) Production (Detailed) Design: In this phase, final equipment inputs are provided by the vendors. 3-D
models are frozen and 2-D production drawings are extracted from 3-D computerized drawings and
production drawings are made available for use by the construction phase for carrying out the ship
construction.

Construction phase

Once the detailed production designs are ready, the construction of the ship commences. A ship is built in smaller
parts, known as units which are joined to form bigger forms called blocks. Blocks are assembled in shops or
slipways to construct the whole ship. The shipbuilding involves a variety of activities such as steel stocking and
plate preparation, steel cutting and panel fabrication, unit/block fabrication, pre-erection outfitting, keel laying,
block erection, stern to engineers, launching, post launch outfitting and trials until the vessel is delivered to the
customer. During the construction phase, various activities are outsourced to other suppliers as per the project
requirements.

Equipment Procurement
The equipments in shipbuilding are of three types based on their procurement process, are as follows:

i Equipments procured from open market are the equipment that can be procured from any supplier who
meet the requirements specified in the technical specification for procurement;
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ii. Buyer nominated equipments are equipments for which the customer provides a nominated list of
vendors. We procure such equipments from these nominated vendors only. The equipments are procured
either through limited or single tender; and

iii. Buyer furnished equipments are equipments that are supplied free of cost by the customer. The
customer’s scope is restricted to supply of these items. We are required to make stowage and securing
arrangement for these items on board.

The items and services are procured through a tendering process of inviting bids from suppliers/ subcontractors
for procurement or outsourcing of items and services. The bids are invited by issuing tender enquiries either
through press tender, website tender, limited tender or single tender.

Contract terms

We typically enter into an agreement with our customers for the supply of our products. We construct the vessels
on a fixed price basis with a variable component with respect to weapons / sensors. The fixed price component of
our contracts is paid by the customers in stages such as proof of ordering of steel and completion of certain
percentages of physical construction of the vessel. The design for the vessels is provided by the customer and we
are required to construct the vessels in line with the designs of the the customer. We are required to provide a
warranty period of 12 months for any defect in equipment or material from the time the customer takes over the
vessel for any defect in equipment or material that may develop under proper use or faulty construction of the
vessel. We may also be required to replace the defective portion and will be responsible for a period of 12 months
from the date of such replacement. We are also required to provide an indemnity bond and are required to pay
liquidated damages (ranging from 1% per month or part thereof for the delay in delivery of the vessel subject to
a maximum of 5% of the cost of the vessel) for delay in delivery of the vessel. We are also required to levy
liquidated damages on our vendors in the event of any delay of spares by them and return them to the customer.
We are typically provided a grace period for delivery of the vessel. In the event the vessel is not delivered within
a period of six months from the scheduled date of delivery, the customer and we can mutually agree upon the
action to be taken. In the event the delivery of the vessel is delayed beyond a period of 12 months from the
scheduled date of delivery, the customer has the right to terminate the contract and effect recoveries.

Submarine and Heavy Engineering:
Some of the submarines built by us in the past or are currently in the process of building include the following:

e SSK Submarines: We have constructed two Shishumar class submarines. The Shishumar class submarine
were the SSK Type 1500 submarines. We have also undertaken medium refit of four submarines of Shishumar
class; and

e Scorpene Submarines: We are constructing five Scorpene submarines as part of Project 75 pursuant to a
transfer of technology partnership with Naval Group. The transfer of technology involves appropriate
technical support by Naval Group to us in the field of construction, integration and tests of the submarines
in India which is achieved through transfer of technical data package to us through information system as
well as on job training to our Company’s personnel on critical technologies.

Construction and delivery of a submarine can generally range between 72 to 96 months. The Scorpene class of
submarines can undertake multifarious tasks typically undertaken by any modern submarine which include anti-
surface as well as anti-submarine warfare.

Some of the submarines built by us in the past and delivered to the MoD for use by the Indian Navy include the
following:

Name of the Submarine Year of Delivery
INS Shalki 1992
INS Shankul 1994
INS Kalvari 2017

Further, we have carried out the medium refit of the following Shishumar class submarines:
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Name of the Submarine Year of Delivery
INS Shishumar 2000
INS Shankhush 2005
INS Shalki 2009
INS Shankul 2011

Submarine building process

The submarines are built as per the principle of modular construction which involves dividing the submarine into
a number of sections and building them simultaneously. The construction of the submarines starts with the plate
preparation and bending to create webs, flanges and shell plates. The webs are welded to their flanges to form
frames which are integrated with bulkheads and pressure hull plating to form sub-sections which are welded
together in a specific sequence to form sections. Upon completion of the sections, the structural and the
engineering outfitting is carried out. Once all the sections are joined, the energization of systems and trials of
different equipment are undertaken in a phase called setting to work. During these trials, hull integrity is tested
and verified by vacuum tests of the sections and finally of the submarine as a whole. Once the tests are successfully
concluded, the official launching ceremony of submarine is conducted and the submarine is separated from the
submarine loading barge on which it is rested. After the successful completion of the sea trials, the submarine is
commissioned and joins our customer’s fleet and begins its active operational service life.

Equipment Procurement

The equipments in submarine construction are of three types based on their procurement process, which are as
follows:

i. Items procured as per the specifications of our collaborator- The suppliers are selected by the the
collaborator and procurement is done based on the specification provided by the collaborator. This
includes items such as diesel engines, electric propulsion motors, steering gears, propellers etc.

ii. Items procured by suppliers shortlisted by the collaborator -The collaborator provides the names of two
to three potential suppliers who are shortlisted through procurement process. This includes items such as
mooring and towing system, switch boards, transformers and penetrations etc.

iii. Items procured by suppliers not shortlisted by the collaborator -The suppliers are shortlisted and selected
based on procurement process. This includes items such as pipes and fittings, plates and profiles, fastners
etc.

Contract terms

We typically enter into an agreement with our customers for the supply of our products. The design for the vessels
has been provided by the collaborator for our customerand we are required to construct the vessels in line with
these designs. We are required to provide a warranty period of 12 months for any defect that may develop due to
the faulty construction of the submarine from the time the customer takes over the vessel. Any defect in any
equipment or item not manufactured by us is replaced by us at the cost of the customer. We are also required to
provide an indemnity bond and are required to pay liquidated damages (ranging from 0.5% per month or part
thereof for the delay in delivery of the vessel subject to a maximum of 5% of the contract price of the respective
submarine (except for the first submarine for which the maximum liquidated damages is 2.5% of the contract
price of the submarine)) for delay in delivery of the vessel. The customer has the right to terminate the contract in
the event of default of the terms and conditions of the contract or termination of contract with the collaborator.

Our Facility

Our facility is located at Mazagaon in Mumbai. The following diagram illustrates our shipyard at Mazagaon:
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MAZAGON DOCK SHIPBUILDERS LIMITED
GENERAL LAYOUT PLAN

Name of the Facilities

Workshops
SSA Workshop
Kasara wet basin
Small dry dock
Residential area
Repair shop
West block
Pipe shop
Fitting shop
Mazdock house
Paint shop

[ 12 | Ritchie Drydock
Workshop
Engg workshop
Sheet metal shop
Dry Dock and Workshop

North Yard shop
North Yard slipway
Platers and Assembly shop
Platers and Assembly shop
Platers and Assembly shop
Cradle assembly workshop& electronic store
Module shop
South Yard slipway No. 1
South Yard slipway No. 2
Mogul dry dock
Mogul house
Wet basin

LT

In Mazagaon, Mumbai, the north yard and the south yard are shipbuilding yards, while the east yard is a submarine
construction yard. The Alcock yard, is located just above the north yard of Mazagaon and is presently being used
to augment the submarine’s hull units’ construction capacity. The second submarine fabrication facility is already
in use. The land adjacent to the south yard is available for construction and accommaodating ships and submarines
viz. modular workshop for shipbuilding, cradle work shop for submarine building, goliath crane, wet basin.

Shipbuilding

a.  Fabrication: Fabrication activities involve production, assembly and erection. Assembly output is the
determining factor for fabrication capacity. The present in-house capacity of our fabrication output is 1,500
tonnes per annum.

b.  Slipways: Our facility accommodates three slipways which facilitate simultaneous construction of frigates
and destroyers weighing upto 27,000 DWT.

c.  Wet Basin: We house two large wet basins which can accommodate five warships and two submarines
simultaneously.

d. Dry Docks & Dredging: It includes launch and boat section, joiner shop, sail loft and rigging section and is
capable of docking and undocking of all class of ships and has three tugs. We have three dry-docks at our
facility. The small dry dock called Mazagaon dock measuring 41.15 x 10.06 x 2.75 metres is meant for yard
crafts. The medium sized dock called Mogul dock measuring 129.87 x 16.76 x 4.89 metres is meant for
midlife refit of submarines and ship repair. The larger dry dock called Ritchie dock measuring 216 x 18.9 x
5.49 metres is meant for frigates and destroyers.

e.  Production shop: Our production shop is equipped with CNC cutting machines, rolling machine, press

machines shearing machine and CNC profile cutting machine for cutting and forming operation of steel
plates for our shipbuilding as well as submarine and heavy engineering divisions.
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Assembly shop: Our assembly shops are located in the south yard having an area of 4,500 Sg. metres, and
two EOT cranes which are utilised to fabricate units for ships up to 40 tonnes and in the north yard having
an area of 3,000 Sg. metres, and two EOT cranes which is utilised to fabricate units for ships up to 60 tonnes.

Module shop with painting chamber for integrated construction: Our module shop has been recently added
to the existing infrastructure to adopt the concept of integrated construction of ships. The module shop has
an area of 6,000 Sq. metres with two EQOT carne, retractable roof and a goliath crane with 300 tonnes capacity
which spans over it and covers two slipways.

Sheet metal shop: Our sheet metal shop is equipped with facilities to undertake trunking jobs.

Pipe shop: Our pipe shop has facilities like CNC pipe bending machine and CNC pipe flanging machine
which can undertake jobs for pipe fabrication from materials such as carbon steel, stainless steel, and copper.

Machine and fitting shop: Our machine and fitting shops is equipped with various machine tools to undertake
the jobs of machining.

Electric repair and instrumentation shop: Our electric repair and instrumentation shop is a laboratory
capable of undertaking calibration of all kind of instruments used for shipbuilding.

Submarines

The east yard at our Mazagaon facility consists of various workshops, common facilities of dry dock and wet
basins, production shops as listed below:

a.

Workshop A: There are three fabrication stations in workshop A for frame fabrication, frame welding and
milling machine for edge preparation of web elements and outer edge of frames. There are three cranes with
a capacity of five tonnes, 20 tonnes and 40 tonnes respectively and a round machine for bending of flat bars
for frame fabrication.

Workshop B: The workshop is used for the construction and outfitting of submarine section. The workshop
has three welding stations for welding of shell plates of subsection, and frames with shell plates and welding
of sub-section to sub-section. There are cranes with a capacity of 60 tonnes and 10 tonnes, a rotary station
for subsection fabrication and shot blasting chamber for blasting and priming of frames, subsections,
sections and other steel structure elements.

Workshop C: The workshop has power house for power supply of 440/230 volt and compressors for supply
of compressed air, cranes with a capacity of 90 tonnes, 16 tonnes and five tonnes. Four hooks of 90 tonnes
cranes can be clubbed together for the increased capacity utilisation. This workshop is used for the outfitting
of submarine section and boot together of submarine.

Workshop D: The workshop is used for the cradle painting and outfitting purpose with cranes of capacity 10
tonnes and three tonnes.

Cradle assembly shop: It has cranes with the capacity of 60 tonnes and 10 tonnes. The outfitting of
equipments on cradle is being done in this workshop. There is also a store complex used for storage of
equipments and project material.

Submarine assembly shop: This shop is located at Alcock yard and used for submarine section assembly.
This shop has six electric overhead cranes with capacities of 150 tonnes, 30 tonnes, 60 tonnes, 20 tonnes,
30 tonnes and 10 tonnes which can take up an assembly of five submarines at a time. There is also a pressure
testing chamber with a capacity of 40 bars for external pressure testing.

Alcock yard shop: It has three bays, bending machine for plate rolling, three roll section bending machines

for bending of various sections. There is an acoustic chamber used for reducing noise level of pneumatic
hammering and a cast iron black platform for various fabrication activities.
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h.  Engineering shop: The engineering shop is equipped with lathe machines, boring machines, metal cutting
machines, radial drilling machines which is being used for various machining activities and a hoist crane
with a capacity of five tonnes. There is a female patch milling machine and a hydraulic clean room for
various engineering elements, hydro cleaning and testing.

i.  Pipe shop: This shop is used for the fabrication, bending and pressure testing of various pipes required for
submarines. This shop is equipped with engraving and copy milling machine, radial drilling machine,
pedestal drilling machine, lathes, turret lathe, horizontal boring machine, necking and reducing machine,
pipe bending machine, bending machine, tig welding machine, monorail hoist job crane and electric hoist.

j- Wetbasin: This is a common facility being used for submarine and ship building and for harbor activities
such as repair/test and trials and outfitting activities.

k.  Pontoons: there are three pontoons measuring 78 x 16 x 3 metres which are used for movement, berthing
and submarine construction.

I Stores: The stores are for the storage of semi-finished goods.

We are exploring the possibility of developing a greenfield shipyard at Nhava, Navi Mumbai with a proposed
shiplift, wet basin, workshops, stores and buildings and a ship repair facility spread over an area of 40 acres which
shall be suitable for undertaking construction and repair of warships and commercial ships.

We also have a large store house and steel yard complex at Anik, located at Chembur.

We also own seven acres of land in Gavhan, Navi Mumbai which we are exploring to utilize for stores or feeder
shops as well as for apprentice training centre and residential quarters for the CISF.

Our Collaborations

We have been successful in forging business partnerships with leading technology players and premier
government institutions for research and development and providing technical know-how. We have collaborated
with various educational and research institutions.

We have entered into an agreement with National Institute of Design situated at Ahmedabad on June 13, 2014
which provides for studies related to ergonomics and human factors engineering in the context of warship design
including design of furniture and interior systems for selected compartments as per marine usage.

Competition

We compete on the basis of our ability to fulfil our contractual obligations including the timely delivery of vessels
constructed or repaired by us, our shipyard's capacity and capabilities and the price and quality of the vessels we
construct. Some of our competitors may have better resources than us, while certain competitors may have lower
cost of operations.

Our competitors in the shipbuilding division are Cochin Shipyard Limited, Garden Reach Shipbuilders and
Engineering Limited, Bharati Defence and Infrastructure Limited, Goa Shipyard Limited, Hindustan Shipyard
Limited, L&T Shipyard, ABG Shipyard Limited and Reliance Defence and Engineering Limited. Our competitors
in the submarine and heavy engineering include Hindustan Shipyard Limited. (Source: CRISIL Report)

The Indian shipbuilding industry comprises of both public and private sector yards. The DPP 2016 has encouraged
the domestic private sector to invest and participate in defence production and acquisition of defence assets, which
will result in the introduction of competitive bidding for warships as against the traditional system of securing
orders through nomination as well as losing skilled manpower to the private sector. This may have an impact on
our ability to secure future orders from the MoD. For further details, see “Risk Factors-We predominantly depend
on the MoD for defence orders and have till date been awarded such orders on a nomination basis by the MoD
for use by the Indian Navy. There is no assurance that future defence orders will be awarded to us by the MoD.
Further, recent changes in the policy framework governing defence procurement and manufacturing in India may
result in our Company no longer being given such orders which may have an adverse effect on our business
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growth, financial condition and results of operations” on page 16.
Contracts and Marketing

Our contracts and marketing section and our international marketing team have been exploring potential export
markets in Latin America, Africa, South East Asia, Middle East and Scandinavian regions and have identified
certain defence and civil sectors in such regions. We have also participated in the RFI process for building four
Tamanadare class corvettes for Brazil.

A special projects team, comprising of eight executives, has been constituted in the submarine division for looking
after submarine related project opportunities from the MoD.

Human Resources

The shipbuilding of warships requires a unique blend of skill set and expertise. We have a group of dedicated,
committed and highly skilled executives, personnel and staff. As of February 28, 2018, our Company had
employed 4,809 permanent employees, comprising of 1,112 executives, 440 staff and 3,257 workmen. Since we
are a project based organization, we have also employed 3,800 personnel on fixed term contract basis for
temporary period of two years. We also employed 2,431 contract laborers during the month of February 2018.
The contract workforce strength is dependent upon the needs and job involved from time to time.

We generally participate in negotiation for terms of appointment with our employees represented by nine unions,
pursuant to which we enter into a memorandum of settlement with them. As of February 28, 2018, 3,697 of our
employees are unionized. We are currently in the process of negotiating the revisions and increases to the payment
terms and other changes to the terms of appointment with the registered trade unions of our Company, some of
whom have submitted their charter of demands. We believe that the relationship between our management and
our employees is good and we have not experienced any significant disputes with our employees in the last decade.

Employee Training

We acknowledge the role of learning and development as a key pillar to our sustained financial performance. We
have been putting emphasis on the overall development of human resources and are committed to continue our
efforts in updating the competencies of our employees through exposure to various learning and development
programs, both in- house and external on behavioral as well as technical training.

We focus on the overall development of our employees through the implementation of training programmes which
we believe will enhance employee loyalty, reduce attrition rates, improve skills and service standards and
increased productivity.

We have set up our own apprentice training school nurturing skilled talent for our shipbuilding division. We also
have a training centre, called “Eklavya” for training our crew members.

Property

Our Registered and Corporate Office are located on the same premises as our shipyard, which have been either
acquired from the Government of Maharashtra under the Land Acquisition Act, or are on a long term lease for 99
years from the Government of Maharashtra or the MbPT. Our manufacturing facilities at east yard, north yard,
south yard and Alcock yard are all located at Mazagaon, Mumbai. Our storage facilities are operational at Anik
located at Chembur. We are currently using the property owned by the Indian Navy at Sewri for the purpose of
storing the property of Indian Navy. We also have liaison offices in Moscow, Paris and New Delhi. However, we
do not have any underlying title documents for our liaison offices in Paris and Moscow. For further details, please
see “Risk Factor-All our premises, including our Registered and Corporate Office is situated on land which is not
entirely owned by us but is a combination of various parcels of land leased or acquired by us. There may be
certain deficiencies in title on account of the acquired land. Further, if we fail to extend the lease period on lease
expiry on reasonable terms, it may have a material adverse effect on the business, financial condition and results
of operations of our Company” on page 24.

Insurance
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The shipbuilding contracts entered by us with the MoD for the warships is an owner builder contract wherein the
capital asset under construction is not covered under the builder’s risk insurance as the risk lies with the owner,
Government of India. The material/equipment are covered by transit insurance and also against fire/flood damages
while in stores. Further, we have an industrial all risks insurance policy which is a comprehensive policy covering
damages to all types of assets in the factory premises and other associated assets from all unforeseen circumstance.
We also have a group personal accident policy which covers the higher level of risk for employees going on board
the warships/submarines. We are required to contribute to social security contributions including provident fund
contributions, gratuity, pension, medical insurance and group personal accident insurance covering death,
permanent partial disability or permanent total disability due to work related accidents or otherwise of our
employees in accordance with the Indian legal and regulatory requirements. Our shipbuilding contracts have
indemnity clauses which protects us from any unforeseen incidences and resultant damages during the
construction of warships/submarines. The customer has to make good any cost of such damages as if assured
under standard Llyods marine policy covering the warships/submarines under construction.

We have also availed insurance policies for specific risks such as, contractors plant and machinery, marine cargo
policy, hull and machinery, motor vehicles, standard fire and special perils policy and burglary floater declaration
insurance policies for raw materials and stocks, special contingency policy, group health policy covering the group
hospitalization of employees, money insurance policy for cash in safe and in transit, fidelity floating guarantee
policy, public liability act policy, commercial general liability and directors’ and officers' liability insurance

policy.
Industrial Security

The physical security arrangement at the premises of our Company is a combination of Central Industrial Security
Force (“CISF”) and our own security. As per the security arrangements, we have round-the-clock gate monitoring,
perimeter and waterfront patrolling with armed personnel. Apart from physical monitoring, we have 24x7 CCTV
surveillance systems covering all the perimeter, gates, waterfront, essential locations and installations of our
shipyard. We also have a biometric access control system for various categories of persons entering our shipyard.
There are visitors’ and contract labours’ facilitation centres for the scrutiny and verification of the credentials for
people visiting our shipyard.

We have an information and computer security guidelines in place. We also carry out the internal and joint security
mock drills with external law enforcement agencies and take the remedial measures on outcomes. Our security
systems have not experienced any security breach or incident in the last five Fiscals. An internal security audit is
conducted regularly to add on security requirements. Also, a joint security survey is conducted by the Ministry of
Home Affairs, Gol every two years.

Information Technology

We are dependent on our information technology infrastructure to conduct our business activities, manage risks,
implement our internal control system and monitor our business operations. Our investment in information
technology (IT) which entails data management and recovery, cyber security and design data security helps us to
directly expedite processes, lower costs, improve efficiencies and accuracy, reduce business continuity risks and
enables a secure environment. We use an integrated IT system through SAP such as Enterprise Resource Planning
(ERP), Document Management System (DMS), and various design softwares for major aspects of our business,
including shipbuilding, submarine construction as well as our administrative, finance and corporate departments.
Further, we have a robust mechanism in place to address and prevent security leaks with the upgradation of SAP,
implementation of Security Information and Event Management (“SIEM”) for the centralised log management
of IT systems and hosting of a near disaster recovery site at a data centre wherein real-time replication between
the data centre and near disaster recovery sites are mirrored.

We are in the process of applying for product data management/product lifecycle management systems which will
be used for our ongoing projects wherein the entire lifecycle data of a project will be captured. The application
along with data will be centrally hosted at a data centre and the disaster recovery site will be at our premises in
Mumbai.

We have customised information technology infrastructure in accordance with the specific requirements of a

particular department of our Company, for instance, the design department has certain sensitive data pertaining to
3D CAD models of projects and drawings of the vessels, wherein the data is centrally stored on the server with
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access rights provided only to the respective department.
Health, Safety and Environment

We have a health, safety and environment policy (“HSE Policy”) in place which aims at imparting awareness
amongst our employees, contractors, customers and visitors regarding the health, safety and environment.
Pursuant to the HSE Policy, we are committed to improve the health, safety and environment standards of our
Company by prevention of environment pollution and by prevention of injury and ill health within our work
environment. The key elements of our safety management initiatives are the formulation and implementation of
the health and safety policy, planning of activities to achieve health and safety for our personnel, monitoring and
review of performance and external and internal safety audits. Suitable risk mitigating measures are taken in
advance to ensure that the business is conducted in a risk conscious manner.

Our Company has a medical department consisting of doctors and paramedics in its premises to provide
emergency healthcare and regular check-ups to all employees and dependents residing in the premises of the
Company.

We are subject to extensive health, safety and environmental laws, regulations and production process safety and
environmental technical guidelines which govern our processes and facilities. For further details, see “Key
Regulations and Policies” on page 146.

Awards, Accolades and Certifications

Over the years, we have received several awards and accolades which are more particularly described in the
section “History and Certain Corporate Matters” on page 152.

Intellectual Property

The logo of our Company, has been registered under the Trademarks Act with the Trade Marks Registry,
Mumbai.

Corporate Social Responsibility (“CSR”)

We are committed to undertake various programs for integrating social and business goals in a sustainable manner
to create social impact through inclusive growth activities to bring about impact on people and society at large.
We have spent 49.90 million, ¥116.90 million, ¥136.53 million and ¥48.5 million in Fiscals 2015, 2016 and 2017
and the six months period ended September 30, 2017 respectively in accordance with our corporate social
responsibility and sustainability policy. Some of the key highlights of our CSR activities in the past include the
following:

i) Adoption of Kherde Gram Panchayat of Shahpur Tehsil of Thane district for the overall development under
the ‘Adarsh Gram Yojna’ by installing 50 solar energy street lights, arranging solid waste management
systems, clean drinking water and providing quality education, skill development and women
empowerment to its villagers.

i) Financed the renovation of the Neonatal Intensive Care Unit (NICU) of KEM hospital, Vaaran Mumbai,
and providing modern medical equipments, beds and ventilators to the hospital.

We have also set up project in Marathwada for the drought prone areas, opened a school for tribal girls under the
ABM Samaj Prabodan Sansthan in Thane and undertaken skill development initiatives through National Handicap
Finance and Development Corporation, Central Institute of Plastics Engineering and Technology and other
industrial training institute and vocational training centers, as part of our CSR initiatives.
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KEY REGULATIONS AND POLICIES

The following description is a summary of the relevant regulations and policies as prescribed by the Gol and
other regulatory bodies that are applicable to our Company for running our business. The information detailed
below has been obtained from various legislations, including rules and regulations promulgated by regulatory
bodies, and the bye laws of the respective local authorities that are available in the public domain. The regulations
set out below may not be exhaustive and are merely intended to provide general information to the investors and
neither designed nor intended to substitute for professional legal advice. For details of government approvals
Obtained by us, see “Government and Other Approvals” on page 499

. Regulations applicable to the Defence Sector

0]

(i)

(iii)

(iv)

Draft Defence Production Policy, 2018 (“Draft DPP 2018”)

The Ministry of Defence released the Draft DPP 2018 which aims to create an environment that
encourages a dynamic, robust and competitive defence industry as an important part of the ‘Make
in India’ initiative and to facilitate faster absorption of technology and create a tiered defence
industrial ecosystem in the country.

Defence Procurement Procedure, 2016 (“DPP”)

DPP-which came into effect on April 2016, focuses on institutionalizing, streamlining and
simplifying defence procurement procedure to give a boost to “Make in India” initiative of the
Government of India, by promoting indigenous design, development and manufacturing of defence
equipment, platforms, systems and sub-systems. It, inter alia, prescribes the naval shipbuilding
procedure such as design, build strategy, build specifications of the warships and submarines.

The Legal Metrology Act, 2009 (“LM Act”)

The LM Act seeks to establish and enforce standards of weights and measures, regulate trade and
commerce in weights, measures and other goods which are sold or distributed by weight, measure or
number and for matters connected therewith or incidental thereto. The LM Act makes it mandatory to
obtain a license from the Controller of Legal Metrology by any person who manufactures, sells or
repairs any weight or measure. All weights or measures in use or proposed to be used in any transaction
or protection, are required to be verified and stamped at such place and during such hours as the
Controller of Legal Metrology may specify on payment of prescribed fees. Further, no person shall
import any weight or measure unless he is registered in such manner and on payment of such fees, as
may be prescribed. Various penalties have been provided for contravention of the provisions of the LM
Act. The penalty for manufacture or sale of non-standard weight or measure may attract a fine of up to
220,000 and, a subsequent offence, may lead to penalties and imprisonment extending to three years
or fine or both.. In case a person imports any weight or measure without being registered under the
LM Act, he may be punished with fine which may extend to ¥25,000. The LM Act also provides for
provisions relating to compounding of offences.

Foreign Trade (Development and Regulation) Act, 1992 (“FTA”) and the Foreign Trade Policy
(2015 - 2020) (“FTP”)

The FTA provides for the development and regulation of foreign trade by facilitating imports into,
and augmenting exports from, India and for matters connected therewith or incidental thereto. The
FTP governs the export and import of goods and services in India which require an importer exporter
code (“IEC”) number unless specifically exempted. Exports and imports are free unless specifically
regulated by the FTP or the Indian trade classification based on harmonised system of coding which
is used for regulating import and export operations. Under the FTA, an IEC granted by the director
general of foreign trade will be required to be obtained in the event any import or export of the
product is envisaged. Failure to obtain the IEC number attracts a penalty of not less than ¥10,000
and not more than five times the value of the goods or services or technology in respect of which
any contravention is made or attempted to be made, whichever is more.
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v)

(vi)

(vii)

(viii)

(ix)

Shipbuilding Financial Assistance Policy (2016- 2026) (“Financial Assistance Policy”)

The Gol has approved a new Financial Assistance Policy for the Indian shipyard to provide them a
level playing field vis-a-vis the foreign shipyards. Financial assistance at the rate of 20% of the
“Contract Price” or the “Fair Price” as determined by international valuers, whichever is lower, is to
be granted to shipyards for shipbuilding contracts signed during April 01, 2016 to March 31, 2026.
The 20% financial assistance would be provided for ten years reducing at the rate of 3% every three
years.

Classification of Ships as per relevant class rules

In the case of commercial vessels, the design, construction and survey of the vessels have to satisfy
the rule requirements of relevant classification societies (selected by the owner). Classification
societies are authorised by flag states to issue statutory certificates on their behalf.

Regulation of Foreign Investment in India

Foreign investment in Indian securities is governed by the provisions of the Foreign Exchange
Management Act, 1999, as amended and in force from time to time (“FEMA”) read with the
applicable FEMA Regulations. The Consolidated FDI Policy consolidates and supersedes all
previous press notes, press releases and clarifications on FDI as issued by the DIPP. Consolidated
FDI Policy will be valid until the DIPP issues an updated circular. Foreign investment is permitted
(except in the prohibited sectors) in Indian companies either through the automatic route or the
approval route, where approval from the ministry of the Government of India or the Reserve Bank
of India (“RBI”) is required, depending upon the sector in which foreign investment is sought to be
made. Under the automatic route, the foreign investor or the Indian company does not require any
approval of the RBI or the relevant ministry of the Government of India for investments in such
sectors. Where FDI is allowed on an automatic basis without such approval, the RBI would continue
to be the primary agency for the purposes of monitoring and re