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Transcript of the conference call held on Septenber 16,
2005, to discuss the details on restructuring schene
approved by the Board

Moder at or : Good evening |adies and gentlenen, welcone to
the Great Eastern Shipping conference call. W have with
us M. Bharat Seth, Deputy Chairnman & Managing Director and
M. Vijay Seth, Managing Director of Geat Eastern Shipping
Conmpany Limted, to provide an insight on the schene of
denerger of the offshore oilfield services business,
approved today by the Board. The first question cones from
M. Arun Kejriwal fromKRI'S. Please go ahead Sir.

Arun: Denerger is announced on expected lines. Wy do you
think, the market has not taken it favourably. Is there
| ack of clarity in understanding?

Vijay: | think this is a question, which is very difficult
to answer. W have explained the ratios and all the
necessary cal cul ations and would be nore than happy to run
through the same again. Wiy the market has not perceived
itin the right mnner is difficult to coment at this
st age.

Arun: I think that people need to understand the offshore
busi ness run by Geat Eastern, is different from those run
by existing |listed conpanies. Wat | nean to say is, you
have sonebody who is purely into drilling, sonmebody who

owns supply vessels, but there is virtually nobody else
other than G eat who is into supply vessels, rigs and al so
t ugs.

Vijay: You are absolutely right, apart from theses three
streans, we also have the 4'" revenue stream which is
marine construction and Projects inconme. The vessel Gl
Constructor can be chartered out or can work on projects.
The projects refers minly to activities the Conpany
undertakes to maintain production platforns and installing
cl anmp ons.

Arun: VWhat kind of expansion plans would you be | ooking at
goi ng forward?



Vijay: The commtted expansion programe includes six new
bui | di ng of fshore support vessels due for delivery in the
next 18 nonths. Apart from that we are certainly | ooking
at further expansion as we go forward but the details wll
pan out in the next few nonths.

Moder at or : Qur next question conmes from M. Amt Dalal
fromAmt Dalal Securities. Please proceed Sir.

Am t: It has been a bit of surprise that the market has
not taken the denerger issue or the denerger news, the way
we would have expected in a positive nod. Per haps you

could tell us sonmething about what you see as a growth for
bot h businesses in the next year and that could reflect to
a better understanding.

Bhar at : | think the benefit would be comng nore from
evaluating the two businesses as they stand. As far as the
growh in shipping is concerned it is our judgnment that
currently that asset valuation is way out to match
projected earnings stream W think that to be investing at
today’s value, nmay not be the right decision. In fact, we

sold a very nodern product tanker recently. So, in our
judgnent this is probably not the time to be investing in
shi ppi ng assets. If anything it is the tine to be trying

to encash sone of them because we do believe that today it
is nore sensible to be Iong cash and short shi ps.

Am t: G ven that | think perhaps the best indicator for
the market for the future is a nore liberal dividend policy
for the shipping conpany where you have |ower Capex and
nmore cash on hand.

Bhar at : That is not necessarily the case because it is
just cash that we think wll give us superior returns. If
you see one of the things that we have been tal king about
is that we would like to be investing in assets such that
it should give us profitable returns even in the md-cycle.

Now if we were to invest at today’'s prices, we think that
in a md-cycle you are going to get a very average return,
probably noney in the bank will give you a higher return at
today’ s val ue. So, for exanmple, if today we take a new
VLCC, it would cost you about USD 140 million. Now at USD
140 million investnents are you going to get a reasonable
return? In ny judgnent No clearly, others mght have a



different view So, | think in shipping at |east whoever
is trying to grow linearly has only cone to grief. So, as
an analyst all | can tell you is that don't look at this
kind of |inear grow h.

Amt: And for the offshore business we have the figures of
the segnent revenue and PBIT |ast year. Can you tell wus
sonet hi ng about what you expect this year?

Vijay: To be honest we don't give forward-|ooking
statenents. For the first quarter results profits was a
about Rs. 17.5 crores. The offshore part is slightly
different, we will invest in assets as we nove forward. W
will ook at expansion both in the case of rigs and in OSVs
but always as has been the dictum of the undivided conpany
we will do in the best interest of the sharehol ders.

Moder at or : Qur next question comes from M. Ashi Anand

from Prudential 1CCl.

Anand: what is the NAV of both of the divisions now? As
you were nentioning on the shipping business that assets
prices are now high. | would assune the sane with the case
in the offshore business. So, do you think it makes sense
actually investing in the offshore business?

Bharat: At the end of Quarter 1, the undivided conpany had
net asset value of about Rs.280 a share. If you now take
shi pping stand-alone on the reduced capital, everything
el se being equal the NAV would be about Rs.300 a share and
in the resultant conpany the NAV on their capital wll be
Rs. 200 a share.

Vijay: As far as the investnments in assets of offshore is
concerned, we wll certainly bear in nmnd the risk return
relationship. W wll be cautious and wll not do it
wi t hout taking caution into account.

Anand: But based on your experience in business you don’'t
feel assets are expensive on the offshore business?

Vijay: It depends, there are sone assets, which are
expensive, but you nust not forget that the earnings are
al so buoyant. The assets prices have ranped up quite a bit
in recent tines particularly in the case of drilling rigs.
Those are largely the deep water drilling rigs where rates
have really gone up. As | said, it cannot be generalized.



Moder at or : We have next in queue M. Ait Mtwani from
Shar ekhan.

Ajit: what are the types of the two rigs?

Vijay: The Kedarnath is a slot Jack Up, while Badrinath is
a drill barge.

Ajit: Wiat is the drilling depth of Kedarnath?
Vijay: Upto 300 feet.

Ait: WII it be deployed in Cctober 2005? Is it a spot or
a long termcharter?

Vi jay: It is already been commtted to ONGC for a 3-year
contract at a rate higher than what we had |ast year,
commenci ng Cctober 2005. It is not at a premiumto current
spot because these fixtures were done | ast year.

However, it is at a premumto our |ast year’'s day rate but
in all the offshore business there is a lag by which the
enpl oynent takes pl ace. Typically you fix the rate and
then you have a long tinme for nobilization particularly for
rigs.

Ajit: That nmeans the rate was finalized |ast year but the
contract will start this year, right?

Vijay: Correct.

Ait: WIIl it be close to range of US $67,000 per day
because that was the day rates prevailing mybe say 9
nont hs ago.

Vijay: No, those were the day rates for Cantilever jack
Ups, Kedarnath is a slot type jack up. So the day rate is
in the md Usd 40, 000.

Ajit: Can you give us the details of OSVs depl oynent?

Vijay: They are deployed in various parts of the world.
They are deployed in the North sea, South Africa, the
M ddl e East, and with Cients |like ONGC, Cairn, Hardy etc.
Sonme of them are in spot charter, while other are fixed on
| ong term contract.



Ait: What woul d be the proportion of the Iong and spot
charters?

Vijay: About 50%

Ajit: And what could be the tentative day rate if we have
to cal cul ate an average day rate for your fleet of 18 OSVs?

Vijay: That would not be right way. As the stack of assets
is diversified. One needs to categorise as per the asset
cl ass even within OSVs.

They are given on contracts on apot as well as on long term
charters. You can't conpare a Malavia One with a Ml avia
Ten, because the vessels are totally different in
configuration and size. Its all a m xed bag of vessels, it
is not a honogenous fl eet.

Ait: So, if | had to break down the revenue for vyour
of fshore division what will be the contribution of rigs,
OSVs, Marine construction and Harbour Tugs. Can you give
us the breakup?

Vijay: Roughly about 60% of the revenue is from OSV, about
20-25% from rigs and the balance is between harbour tugs
and marine construction & projects business.

Ait: Can you give us the delivery schedule for the six
OSVs that you are planning to acquire?

Vijay: The delivery is scheduled within next 12-18 nonths.
However, due to sone nodifications, delivery of sone
vessel s m ght get shifted marginally.

Ait: G E Shipping undivided had around Rs. 1036 crores,
whi ch has now been divided- Rs. 50 crores for the offshore
and the rest for the shipping conpany. s there any
possibility of a one-time special dividend from either of
t he conpany?

Vijay: Those will be discussed at the board level. It
woul d be inappropriate for ne to reply on the sane.

Ait: Way cash of only Rs. 50 crores was transferred to

the offshore division when it contributes around 15% to
PBI T?



Vijay: That was what the business had on hand as of 31°%
Mar ch, 2005.

Ajit: Can we see that nost of the growmh for the offshore
will come in 077

Vijay: Yes, the growh will be definitely better in ‘07
because of the deliveries of OSVs plus the fact that
Kedarnath will work for the full-year of ’07.

Ajit: Wat was the PAT for the offshore division in 2005?
Vijay: About Rs. 110 crores.

Ajit: And it was Rs. 17.5 this quarter, on a y-o0-y basis
what was the growth in PAT for the first quarter?

Vijay: There was no growh in PAT because Kedarnath, the
Jack up rig was non operational

Moder at or : Qur next question comes from M. Shilpa
Kri shnan from Kotak Securities.

Shilpa: Can you tell us how this cash position stands vis-
a-vis the Capex of the offshore division would have to fund
over the next two years?

Vijay: Cash, as on April 1, 2005 was about Rs. 50 crores
while the capex is around USD 75 M1, around Rs. 340 crores.
O this Rs 340 crores around Rs. 90 crores are already paid
in advance. W also generate around Rs. 100 crores free
cash flows annually. Qur gearing today is close to 0.50 and
the expansion wll be funded through a mx of internal
accrual s and debt.

Moder at or : We have our next participant, M. Sheeladutta
Dasgupta, from SSKI | nvestnents.

Dasgupta: | just wanted to get the understanding of the tax
inplications of the offshore division.

Vijay: Basically the taxation will be on Tonnage Tax basis
for OSVs and Harbour tugs, whereas rigs and nmarine
construction activities will come under corporate tax.

Moderator: Qur next question cones from M. Sachin Kasera,
from Pi oneer.



Sachi n: What was the EBITDA of the offshore business on
t he consolidated business in FYO5. | believe that there is
a difference between the nunbers, especially in offshore
bet ween stand-al one and on account of consolidated basis,
t he PAT for the consolidated entity?

Vijay: The EBITDA for offshore for March ‘05 on stand
al one basis was about Rs.153 crores. EBI TDA from our
subsi di ari es woul d have been about Rs 7-8 crores.

Sachi n: My second question is regarding the sharehol ding
pattern, | understand it will be alnbst a mrror in terns
of the demerger. \What happens to the pronoter sharehol di n?

Vijay: There will be a realignnment anong the pronoters
based on ownership and managenent. It’s one of the parts
of the schene.

Sachin: But at what price will it be done, any idea?

Bhar at : The nopdalities are still to be worked out and it
is part of the schene.

Sachin: \What happens to the board of directors?

Vijay: There wll be a Board that will be structured for
Geat Ofshore Limted in tine to come. There will be two
Boards, two conpani es and two separat e Boards.

Sachin: My question is of the shipping business. W all
are talking of offshore and of exciting opportunities
comng ahead and India having a good future there.
Shipping also certainly nentioned that asset prices are
very high and returns are not renunerative at the current
pri ces. Is there Sonething exciting happening in the
shi ppi ng division as well?

Bhar at : Yes, we wll look at sone other areas wthin
shipping, as we said on the conventional assets which is
the tankers and dry-bulk which we think we will get better
opportunities going forward as conpared to today. But
would we | ook at other aspects of shipping, the answer is
YES. | don't want to talk about it too nuch because until



it is all blue print and we get everything penned, we won’t
di scuss.

Sachi n: But could we say sonething say like that today’s
we are only a shipping conpany could look in nore |ogistic
point of view, you could look at full arena of |ogistics
rather than just being confined to shipping?

Bharat: | think that is possible, yes.

Sachin: On the offshore front, in terns of debt/equity any
| evel s you woul d be confortable with?

Vijay: Right now to talk beyond 1:1 it is difficult to
say. | think it depends on a case to case basis and if the
opportunity is there, | don't think that we are restricting
ourselves to 1:1. But of course you nust also renmenber that
this is a Board matter, the Board of Geat Ofshore wll
have to deliberate and take a prudent deci sion.

Moder at or : Qur next question conmes from M. Ashi Anand
fromPrudential 1CC

Anand: Just | wanted the anmpbunt of debt which should be on
t he new of f shore busi ness?

Vijay: About Rs. 227 crores.
Anand: And what would the networth be?
Vijay: Rs. 450 crores.

Anand: I just wanted understand in terms of funding of
expansi on pl ans on this reduced bal ance sheet.

Vijay: W are |ooking at a conbination of necessarily of,
new building as well as second hand assets. So that would
gi ve us opportunity to grow the bal ance sheet and then take
on that added responsibility on the bal ance sheet at that
poi nt of tine.

Anand: How nuch do rigs cost? What would be the Cost of
type rigs that you own?

Vijay: Well, if you take a 300 feet Cantilever jack up you
are looking at around USD140 million plus or mnus with a
life of at |least 30 years, nay be nore.



In the rig business finance is available for a |onger
period of time. These are things that Geat Ofshore would
look at it and we will take an appropriate decision on.

Moderator: W have our next participant, M.A it Mtwani
from Shar ekhan

Ajit: | just wanted to know about depl oynment of the second
drill barge that you have taken

Vijay: Badrinath is working with ONGC under a contract
upto Septenber 06 with a possible extension.

Ajit: Wat would be the refurbishment cost for the rig?

Vijay: W are getting the final figures, but it will be in
the range of about Rs. 60 crores.

Mot wani : And Sir comng to margins, like if you have 3
revenue streanms just you classified at OSV's rigs and
others, so | guess that is the margins in the rigs will be

nore or less close to 55% Also can you tell us about OSV
margi ns as wel |l ?

Vijay: Yes, rigs could be nore than that also. In case of
OSVs as | explained a little while ago, because smaller
OSVs will have a margin of nmaybe about 40% but a |arger
OSV coul d have an OPM of nearly about 60-70% The conbined
average for offshore as a division is been anywhere between
45-50%

Mot wani : You said that you are |ooking for sonme second-
hand rigs in the market, but | guess nobody is selling
today in the market. Even |like sone Aban and Jindal

| ooki ng out sone second-hand rigs. Have you found one?

Vijay: It would be difficult for us to comrent right now
till we are sure. But we are exam ning various
opportunities.

Moder at or : W nove on to our next question from M. A ay
Shah from LKP Securities.

Aj ay: How do you think the tonnage tax will help Geat
Eastern Shipping and what wll be the addition to the
bottomine in the context of Wirld Trade Organi zation?



Bharat: |In particular nothing, in general as far as WO i s
concerned it has basically brought in a lot of benefits to
those in the container business. Geat Eastern is not into
containerized trade.

Tonnage Tax |ast year reduced our tax liability to the
extent of Rs.30-40 crores.

Moder at or : Qur next question cones from M. Ketan Karani
from Kotak Securities.

Ket an: | just wanted to know what kind of valuation we
shoul d be | ooking at your rigs. | think they are all 25-30
year old rigs? So when do we scrap then?

Vijay: There is nothing like a scrapping in case of rigs.
The rig business just depends on whether you can deploy the
rig profitably. In case of Kedarnath, we have spent a | ot
of money to refurbish. This wll not only enhance its
capabilities but will also give life extension to the hull.

Ketan: what is the expected |ife fromthese two rigs after
refurbi shments and what kind of refurbishnments are required
annual ly or maybe in two years and what kind of anmpbunts you
have spend on the refurbishnments, if | can know t hat?

Vijay: Basically the refurbishnments should give Kedarnath
a life extension of at |east 10 years plus. Refurbishnments
are not carried out on a yearly basis, its nore dependi ng
on contract basis or depending on specific jobs that they
have to do.

The maintenance on a rig is on a continuous 365 days basis.
It is all the time there is sone work, upgradation,
repairs, maintenance that goes on. Every tinme that we get
an opportunity, we just try and upgrade these rigs. That is
how we believe that there is value in them and we wl
continue to enploy them

We believe Badrinath also has a many nore years to go.
Anot her aspect, which is also very inportant in the

drilling business, is that the hull mybe relatively old,
but the drilling equipnent is all the tine either upgraded,
or changed by the original equi pnment  manufacturer’s
st andar ds. So the age as such of the hull-hull is not so

critical.



Ketan: Ckay, and what are the age of these two rigs which
we have Sir?

Vi j ay: Kedarnath was built in Decenber 1975, around 30

years. This is the first time Kedarnath has gone into a
dry-dock. The Badrinath is built in 1973.

Ket an: Coming to shipping, just wanted to know oflate
shipping rates have not been that friendly for shipping
conpani es, whereas asset price were remain high because of
the demand for ships. Wlat is the scenario G eat Eastern
has started selling sone ships because they realize that
the value is in ships to sell not to run thenf VWhat ki nd
of rate decrease you see in the shipping assets and how do
you see the rates spaning out for the deploynent rates
because they have been reasonably very low, if we conpare
guarter-to-quarter, year -t o-year, nont h-t o- nont h and
despite of problens all over the world for oil, the rates
don’t seemto go up?

Bharat: First of all rates are still very high conpared to
2002. Last year, we have always said, was an extraordi nary
year and in our judgnent because of the net increase in

supply, demand has been pretty robust. But wth lot of
supply of ships that have already cone in and that are
likely to come, we think the rates will broadly remain in

this level, as far as earnings are concerned.

But asset values at the nonent are very high and in our
judgnment, vyou should see in the next 12-18 nonths a
correction. VWhat the correction will be is difficult to
say but it could be 20-30%

Ket an: Sir, but this should reflect the earnings, which
t hey are supposed to generate?

Bhar at : Well, actually asset prices do not reflect
earnings, all asset prices only reflect what people believe
they mght earn in the long run. They do not ever reflect

the earnings as they are today. Its only an anticipation
Al it reflects is the perceived future cash flow,
di scounted to a value today. Now different people wll
have a different perception of what the cash flow wll be.

That is why you all have a buyer and a seller of a ship.

Ket an: Ckay, 6 nonths ago, G eat Eastern or everybody was
aggressi ve asset buyer. Have you changed your stand? Do



we have a view that Great Eastern is now not an aggressive
buyer of assets at these prices?

Bhar at : Yes, you are right. G eat Eastern is not an
aggressi ve buyer of assets at these prices.

Ket an: Could we be as an aggressive seller of assets at
t hese prices, to sone extent?

Bhar at : We have sold 3 assets in this financial year and
if we see sonme nore opportunities, we my do a few nore
transacti ons.

Ket an: How do you see the asset prices, as you said it
m ght go down by 25-30% in next 12 nonths?

Bhar at : W have already seen a correction; for exanple,
sone of you will recollect that we sold our VLCC in Ql
FYO06. That value has probably dropped 30% from the tine
that we sold it. So obviously that was a good deal to book

profits. Now in dry-bulk as well if you see, asset prices
have probably dropped from the peak, they have dropped
somewhere |ike 25-30% It is still way above their |ong-
term averages and in our view, you wll see a sharper

correction next year.

Moder at or : Qur next question conmes from M. Triyesh Jain
fromlndia |Infoline.

Jain: M question was regarding the funding pattern of the
Capex of Rs. 350 crores that you are doing over the next
coupl e of years?

Vijay: It will be a conbination of internal resources and
further debt. In fact we have also paid advances for sone
of these vessels.

Moder at or : Qur next question comes from M. Gaurav Oza
from Techno Shares.

Oza: Are we going to buy sone nore rigs to contribute in
t opli ne?

Vijay: Yes, | think we will certainly examne that and
certainly look at the prospects of getting nore rigs. But
whether they wll cone imediately or whether they wll

conme after a |l ag because of the fact that we may go for new



buil dings, that wll depend on the opportunities that we
can get at that point of tine.

Oza: Ckay, since 60% of our revenues are com ng from OSVs,

don’t you think that nore revenue if contributed fromrigs,
woul d be nore beneficial?

Vijay: Not exactly. We believe that we nust have a basket
of assets, | nean we believe that having spreadi ng out our
revenue streans is in long-terminterest of sharehol ders.

Oza: And com ng back to shipping, are we possessing any
threat from containerization in case of dry-bul k?

Bhar at : No.

Oza: Sir, can you throw sone light on that?

Bhar at : If you look at the total volune of the dry-bulk
trade that runs into sonething like 1.3-1.4 billion tons.
The anount of dry-bulk trade that has noved into
containerization will probably be not even a percent. e

have seen it happen in sugar, we have seen sonme of it
happen in fertilizer, but on the margin it is a very
i nsignificant nunber.

Oza: |Is CGES going for containerization?

Bhar at : No, we feel there too the asset prices are very
high, like in tankers and in dry-bulk. So we think this is
not the right tinme to invest unless you are already a
pl ayer and we are not a player. Currently | don’t think
that Geat Eastern is ever going to get into main line
cont ai ner busi ness because that requires vast suns of noney
and as you know one conpany in the world is now controlling
30-40% so we clearly don't have those kind of deep
pockets.

Oza: Sir can you throw sone |ights on rates of
depreciation for rigs and VLCCs?

Bhar at : On the VLCCs we operate on a straight line basis
of 5 percent per annum on a newer ship and if the vessel is
old or if it is nmore than 15 years of age, then we just do
it on whatever is the residual life. W do it over 23
years of single-hulls.



Oza: \Wat about rigs?

Vijay: Historically, the rigs that we had bought wll take
it over 7 years. But if we did a newrig we wll have to
just take a view on what we will have to do. W nay take a
| onger peri od.

Moderator: W have M. Prakhar Sharma from CLSA.

Sharma: My question is regarding the offshore business.
Wat we see from the financial year-2005 annual reports is
that assets in nost of the segnents are enployed to plus
85-88% of their capacity. What | would like to know is
what is the rule to which the current asset base of the
conpany can be enployed to what extent? So to get a hint
that until new assets are acquired what Kkind of revenue
growh this segnment could see?

Vi j ay: Vll, | guess it also gets influenced by the day
rate. After all it’s the value of Pinto Q so if P goes
up then your Q will also go up. Though Q may renmain

simlar plus the fact that we believe that we can depl oy
t hese assets nore effectively.

Sharma: I n the offshore vessels services, what | would |ike
to know i s what are the key determ nants of the revenues in
this stream besides the drilling construction activity
pi cks up? So how do the rates nove? Just because
depl oynent goes up, rates keep novi ng?

Vijay: Yes, also the specifications of each vessel is
inportant. If there is a specific requirenent of a specific
type of rigs, then nothing can substitute it. If you take a
very sophisticated offshore support vessel it could have as

many as 10-12 functions. It could be a bulk-carrier, it
could be a tanker, it could be a chemcal tanker or
container vessel, it could be a fire-fighting, DP

pol lution control, anchor-handling, tow ng.

Sharma: In the segnental data, we see that liabilities,
from the annual report | am saying, the total liability is
at around Rs. 2400 crores.

Vijay: The total debt as we speak was as of March ' 05 was

about Rs. 2080 crores for the Conpany. The nunber that you
are referring to is on consolidated basis.



Moderator: W have our next participant, M. Nitin
Shri kumar from Mata Securities.

Nitin: What is the net worth of shipping business?First one
relates to the net worth of the shipping division alone
and you have given nme the offshore division around 450
crores.

Bharat: As on 31" March '05,it was Rs 1742 crores

Nitin: Can you just tell nme the EPS of both the divisions
in ternms of FY-05 earnings?

Bhar at : On the revised capital | have got it before tax.
As far as Great Eastern Shipping is concerned it wll be
Rs.41.57 a share and offshore will be just under Rs.32 a
share, this is before tax.

Nitin: And | think the contribution was around 20% from
the offshore division, this is your profit before tax?

Vijay: Yes.

Moderator: W have M. Anand Gupta from Batliwala & Karani
Securities.

Gupta: Just wanted to know about asset prices. VWhat is
your view on the likely ROCE on increnental basis. Getting
into business, buying new assets at these prices, what is
t he ROCE you think one can nmake?

Bhar at : I think in shipping today ROCE woul d probably be
somewhere in the region of naybe 5-7% depending on what
assunptions you nake especially because ours is such a

vol ati |l e busi ness. If you just take the forward curve, you
see virtually in every asset class the forward curve is in
backward direction. If you just take the forward curve as

an indication, then it is above 5-6%
Gupta: R ght, and on the offshore side Sir?

Vijay: O fshore should be nore than 10% but it would
agai n dependent, on various factors.



Gupt a: Right Sir, and the correction which is likely in
your view and the consensus anong many people would reflect
directly on the ROCE, right Sir?

Bhar at : Yes, it would reflect on the ROCE on the vessels
which are on the spot market, because renenber that both
t he businesses have a certain anmount of cover, that has
been taken place. But renenber that in your books what you
are reflecting is on book value and not the market val ue.

So it does not inpact your ROCE as far as your book is
concer ned.

Gupt a: Got it Sir, | was talking about the increnental
ROCE on the new buil di ng.

Bhar at : Yes that is right. So if you take your first
question, if we were to buy an asset today and if you just
take the forward curve today it would be sonewhere in the
region of 5-6% And that is the one reason why | said
earlier we are a bit reluctant to expand at this price.

Gupt a: Yeah, sure Sir. And what would be the broad m x
bet ween spot and | ong as on date?

Bhar at : It is approximately 55% would be on period and
about 45% woul d be spot in case of entire shipping fleet.

Moderator: Next in queue, we have M. Vikram Suryavanshi
from Karvy St ock Broking.

Vikram | wanted to know whether there is any in-charting
vessel s currently, shipping particularly?

Bharat: Yes, we had sone in-charting activity, but at the
monment the in-charting activity is being done in our wholly
owned subsidiary. Inchartered ships include 2 crude

rankers, 4 produc t tankers. Sonme are in a joint ventur
wth other traders or charterers. On a consolidated basis
we wll reflect the profit or the |Ioss as the case maybe.
In the case of offshore there are 2 PSVs but it is nore or
| ess on a back-to-back basis.

Moderator: We have M. Vishal from Equity Master.

Vi shal: What kind of succession plan both for the offshore
busi ness and the shi pping business in future?



Vijay: | think both the businesses are very professionally
managed. W have in both the businesses a President, Vice-
Presi dent, and peopl e who have deci sion-nmaking authority at
various | evel s.

Moderator: We have M. Anand Gupta from B& Securities.

Gupt a: Yeah, Sir just to add-on the ROCE on the new
bui | ding prices, can you just give us a view on the second-
hand prices as of now? Are they as skewed very high as new
prices?

Bhar at : Yeah, | nean basically at the nodern end of the
curve, if you take the nodern ship, they tend to be very
closely correlated to the new building prices. So what
happens is that it is the current strong new building
prices that are keeping the nodern prices of ships very
hi gh. O course, it has a nmuch less inpact on the ol der
shi ps, you know |i ke 15-25 years of age.

Gupt a: Sir, would it be right to say then ROCE woul d not
matter nmuch because ny earnings would be lower if | have an
ol der ship and woul d have mai ntenance cost. The ROCE even
if | buy an older vessel would remain nore or |ess plus
m nus 1% same, Sir.

Bhar at : Yes, broadly speaking, because what woul d happen

is if you buy an ol der vessel today, one it would have a
hi gher operating cost than a brand new ship and two you

would also have in a sense significantly higher
depreci ati on char ge. And as you rightly pointed out even
the earnings will be |ower. So conbination of these 3

factors will not give you a significantly different ROCE.

Moderator: We have M. Vishal from Equity Master

Vi shal: what are your custonmer saying about the inpact of
hi gh-crude price in the global econonmy, be it from the
manuf acturing sector or raw material suppliers like iron
ores? Are they anticipating some slow down in the future?

Bhar at : Custoners are always anticipating a slow down
because they are trying to beat down the freight rate. But
the point is that so far there is no direct evidence that
the oil prices have inpacted the demand in any negative



f ashi on. Although it is our belief, that if these oil
prices sustain at these higher levels, we think that it

will reflect a slow down in oil demand grow h. It wll
still mean growth, particularly in countries like India and
Chi na, but we do believe that it will slow down the rate of

gr ow h. W are already seeing a pretty slight growth in
the United States, if you just take January to today’s

number. So a lot will depend on where oil settles, as you
know there are two very divergent views on oil. There is
one view which says that oil wll probably in 2006 continue

in excess of $60 a barrel and there is another view which
says that you might see oil trading sonewhere in the 40s.

Vishal: In the hike in the crude prices, what according to
you is the rise due to speculation and what remaining is
t he demand factor?

Bharat: W obviously have no enpirical data to give you a
preci se nunber, but if you talk to the so called financial
mar ket anal ysts, they think that there is sonething Ilike
$10-15 per barrel of oil that can be attributed to
participation of various Hedge Funds etc.

Moderator: As there are no nore questions, | would now |ike
to hand over the conference to M. Rajat Dutta. Please go
ahead Sir.

Dutt a: Thank you. Ladies and gentlenen, this concludes
today’s conference call for the investors and analysts.
Thank you for your participation. W shall be glad to
answer any of your questions in this regard, which could
not be dealt with today. Kindly send us an e-mail. The
transcript of the same will be uploaded on the website
Thank you once again for participating.



