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Great Offshore

Q3FY08 Results in line with expectation

Result
Update

Great Offshore’s Q3FY2008 results are in line with our estimates. Revenues for
the quarter have grown by a healthy 30.8% yoy to Rs1.9 bn on the back of 6
additional vessels and higher day rates for the fleet. The topline growth is decent
even after a massive 12.5% appreciation of rupee against USD. Direct operating
expenses degrew by 19% on account of absence of any chartering expenses and
the repairs and maintenance witnessed a fall of 8.9% as there were lesser dry
docking expenses. Accordingly operating profit increased by a strong 40.2% yoy
to Rs 1.01 bn and operating profit margin increased by 348 bps to 52.2%. Other
income (excl. foreign exchange gain of Rs 36.3 mn) has shown a 6.6x increase to
Rs 40.3 mn. Interest cost (adjusted for Rs 50 mn FCCB expense) increased by
68.6% yoy to Rs 0.8 mn on account of increase in debt and depreciation
increased by 35.9% yoy to Rs 262.7 mn on account of vessel addition. PAT grew
by a strong 50.3% yoy to Rs 564.1 mn and PATM increased by a huge 376 bps to
29.1%. With strong demand for offshore rigs and supply vessels coupled with
supply constraints in view of long gestation period for new builds, we see the
global offshore oil field services market is currently at one of its strongest points
in the past decade. We believe that offshore oilfield service’'s industry
fundamentals remain compelling and valuations attractive. At current frice of
Rs875, the stock is trading at attractive valuations of 11.1x FYO9E and 8.3x FY10E
earnings. We maintain our buy call with a price target of Rs1087.

Result analysis:

B GOL’s Q3FY08 revenues registered a growth of 30.8% yoy to Rs1.9 mn on the back
of 6 additional vessels and higher day rates for the fleet. The topline growth is decent
even after a massive 12.5% appreciation of rupee against USD.

m Operating profit grew by 40.2% yoy to Rs1.01 bn on account of a drop witnessed in
direct operating expenses and repairs and maintenance expenses. The direct
operating expenses fell by 19% yoy to Rs 101.5 mn on account of absence of any
chartering expenses. Repairs and maintenance degrew by 8.9% yoy as dry docking
expenses were incurred for two small vessels compared to four large vessels in
Q3FYO07. The operating profit margin increased by a strong 348 bps yoy to 52.2%.

m Other income (excluding foreign exchange gain of Rs 36.3 mn) has shown a 6.6x
increase to Rs 40.3 mn.

B GOL’s Q3FYO08 interest charges (adjusted for Rs 50 mn FCCB expense written off
during the quarter) has increased by 68.6% yoy on account of addition of 6 new
vessels to the fleet. During the quarter, GOL issued USD 42 mn FCCB convertible at
Rs 875 and YTM of 7.25%. This is on back of issuance of 10% optionally convertible
redeemable pref shares to the tune of Rs1.5 bn.

m Depreciation expense has grown by 35.9% to Rs262.7 mn primarily on account of
addition of 6 vessels to GOL fleet.

m PBT grew by 40% yoy to Rs 615 mn and PAT grew by 50.3% yoy to Rs 564.1 mn.
PATM increased by a strong 376 bps to 29.1%.

Recent developments:

® In a move that will transform the entire operation capabilities of Great Offshore, the
company is to take a controlling stake in SeaDragon Offshore a company UK based
offshore drilling company. According to media reports the company would acquire
close to 90% in SeaDragon Offshore. The acquisition size is close to USD 1.4 billion.
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m SeaDragon is constructing two sixth generation, deepwater, harsh environment
semisubmersible drilling rigs capable of drilling in up to 10,000ft. These rigs are world-
class rigs capable of drilling upto 10000 feet of water depth. The First rig named Oban
Ilis expected to get delivered by Q4CY2009 and the second rig by September 2010.

Outlook

GOL is a strong player in the offshore oilfield services arena having presence in all the
verticals of the business. GOL has a fleet size of 41 vessels and the acquisition of
SeaDragon will catapult GOL in the extremely lucrative deepwater drilling segment.
Considering the strong demand for offshore assets given the hydrocarbon deficit nature
of our economy, we remain bullish on this entire sector. We maintain our buy call with a
price target of Rs1087.

Results Table

(Y/E Mar, Rs mn) Q3FY08 Q3FY07 yoy (%) Q2FY08 qoq (%)

Net Sales 1939.9 1482.7 30.8% 1523.3 27.3%
Expenditure 928.1 760.9 22.0% 800.9 15.9%
Staff costs 390.8 305.7 27.8% 372.6 4.9%
Repairs and maintenance- fleet and rigs 161.3 177 -8.9% 174.1 -7.4%
Direct operating exps 101.5 125.3 -19.0% 67.8 49.7%
Other exps 274.5 152.9 79.5% 186.4 47.3%
Operating Profit 1011.8 721.8 40.2% 722.4 40.1%
Other Income 40.3 6.1 560.7% 69.5 -42.0%
PBIDT 1052.1 727.9 44.5% 791.9 32.9%
Interest 160.8 95.4 68.6% 145.1 10.8%
PBDT 891.3 632.5 40.9% 646.8 37.8%
Depreciation 262.7 193.3 35.9% 2314 13.5%
PBT 628.6 439.2 43.1% 415.4 51.3%
Tax 64.5 63.8 1.1% 23.1 179.2%
Current tax 71.9 70.1 2.6% 28.7 150.5%
Provision for deferred tax -9.4 -9 4.4% -7.1 32.4%
Fringe Benefit Tax 2 2.7 -25.9% 15 33.3%
PAT 564.1 3754 50.3% 392.3 43.8%
Extraordinary ltems -13.7 0 103.8

PAT (after Extra-ordinary) 550.4 375.4 46.6% 496.1 10.9%
Equity Capital 381.2 381.2 381.2

EPS 14.8 9.8 50.3% 10.3 43.8%
EPS (after extra-ordinary) 14.4 9.8 46.6% 13.0 10.9%
Margin

OPM (%) 52.2 48.7 47.4

PBIDTM (%) 54.2 49.1 52.0

PBDTM (%) 45.9 427 425

PBTM (%) 324 29.6 27.3

PATM (%) 29.1 25.3 25.8

PATM (after EO) (%) 28.4 25.3 32.6

Tax Rate (%) 10.3 145 5.6
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DISCLAIMER: This document is not for public distribution and has been furnished to you solely for your information and may not be reproduced or redistributed to any other person. The
manner of circulation and distribution of this document may be restricted by law or regulation in certain countries, including the United States. Persons into whose possession this document
may come are required to inform themselves of, and to observe, such restrictions. This material is for the personal information of the authorized recipient, and we are not soliciting any action
based upon it. This report is not to be construed as an offer to sell or the solicitation of an offer to buy any security in any jurisdiction where such an offer or solicitation would be illegal. No
person associated with Emkay Share & Stock Brokers Ltd is obligated to call or initiate contact with you for the purposes of elaborating or following up on the information contained in this
document. The material is based upon information that we consider reliable, but we do not represent that it is accurate or complete, and it should not be relied upon. Neither Emkay Share &
Stock Brokers Ltd, nor any person connected with it, accepts any liability arising from the use of this document. The recipient of this material should rely on their own investigations and take
their own professional advice. Opinions expressed are our current opinions as of the date appearing on this material only. While we endeavor to update on a reasonable basis the information
discussed in this material, there may be regulatory, compliance, or other reasons that prevent us from doing so. Prospective investors and dhers are cautioned that any forward-looking
statements are not predictions and may be subject to change without notice. We and our affiliates, officers, directors, and employees world wide, including persons involved in the preparation
or issuance of this material may; (a) from time to time, have long or short positions in, and buy or sell the securities thereof, of company (ies) mentioned herein or (b) be engaged in any other
transaction involving such securities and earn brokerage or other compensation @ act as a market maker in the financial instruments of the company (ies) discussed herein or may perform or
seek to perform investment banking services for such company(ies)or act as advisor or lender / borrower to such company(ies) or have other potential conflict of interest with respect to any
recommendation and related information and opinions. The same persons may have acted upon the information contained here. No part of this material may be duplicated in any form and/or
redistributed without Emkay Share & Stock Brokers Ltd'sprior written consent. No part of this document may be distributed in Canada or used by private customers in the United Kingdom. In
so far as this report includes current or historical information, it is believed to be reliable, although its accuracy and completeness cannot be guaranteed.

Emkay Share and Stock Brokers Ltd.,
Paragon Center, Ground Floor, C-6
Pandurang Budhkar Marg, Worli, Mumbai — 400 013. , Tel no. 66121212. Fax: 66121299

Emkay Research 29 January 2008 3



