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Disclaimer:

This material is confidential and proprietary to Dun & BradstreetStwdam EPC Limitecandmay

not be copied or otherwise reproduced, repackaged, further transmitted, transfissechinated
redistributed or resold or stordédr subsequent use for any such purpose in whole or in part in any

form or any manner or by any means whatsoever by any person without express authorization of Dun

& Bradstreet I nformation Services I ndiathdri vat e
General Counsel of Dun & Bradstreet.

All information contained herein is obtained by D&B from sources believed by it to be accurate and
reliable. Although reasonable care has been taken to ensure that the information hereisustrue
informationi s provided O6as is6 without any warranty o
representation or warranty express or implied as to the accuracy timeliness or completeness of any
such information. All information contained herein must be construetysad statements of opinion

and D&B shall not be liable for any loss incurred by users from any use of this report or its contents.

D&B's information and opinion should not be the only criterion when making business decisions on
subject of report. Datanithis report should be considered as an additional factor together with others
in order to reach a decision.

In the course of its work survey D&B may have received information frdme A Subj ect Co mg
being rated or graded besides the fact that thEpRenay alsacontaindata/information available in
the Public Domain or that made available through Secondary Sources.

Date:March 20, 2009
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Scope of the Report

¢ History and legal &ckground
e Existing gerations

e Managementdckground

e Banking details

¢ Finandal gatement@andanalysis

Information Sources

e Annual reports

e Corporate communiqués
¢ Information from website
¢ Management Discussion

e Media articles

Methodology

Financialinformation from the auditednnual eports of theCompany was studied and analyzeddor
three year periadInformation was collated from the sources as stated above and required
clarifications were provided by MKivek SharmaChief Financial Officeand Mr.S. Sathiamurthy,

DGM Finance
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Company Background

INTRODUCTION

Shriram EPC Limited (hereinafter referred to as Shriram EPC or the Company) was incorporated on
12" June 2000 as a public limited compafoyr the purpose of carrying on the business of
Engineering, Prarement and Construction (EP@)ojects The promoters of the Company are
Shriram Industrial Holdings Private Limited and Vathsala Ranganathamehalf of Shriram Auto
Finance The Compnycame up with an Initial Public Offering (IPO) kebruary 200&ndits shares

are listed on the National Stock Exchange of India Lim{td8E), India and the Bombay Stock
Exchange LimitedBSE), India

Shriram EPGs primarily engageth the following activities:
V EPC

¢ Renewable energy projectsonsisting of biomaskased power projects, small hydel
power projects

e Providing integrated turnkey solutions fwon and steel, cemergJuminum copper and
thermal power plants, waterné wastewater treatment plantsater and sewer
infrastructure and pipe rehabilitation.

The Company was also involved revelopment, sale and maintenance of Wind Turbine Generator
(WTG) Projects (The business of WTG was transferred to Shriram Leitwend Lin{(i§td.), a
subsidiary Companynd Leitner Shriram Manufacturing LimitgdlSML), an associate Company
with effectfrom 1st April 2008.)

Shriram EPC is headquartered in Chennai with offices in Mumbai, New &adiiolkataandWTG

and cooling towerfactory in Chennai and Guijarat. It also hrapresentative officein Beijing and
Bangkok The Companyds E &fosslb statgs éncrdia as pvallras abroad in Zambia
and ThailandThe Company haé subsidiaries ang affiliatesas on3" November 2008

Shriram EPCis ISO 9001:200Ccertified and caters primarily tohe domesticmarket Its clientele

includesGrasim Industries Limited, Madras Aluminum Company Limited, Bharat Heavy Electrical
Limited, Reliance Industriesimited andSteel Authority of Indid.imited.

CHIEF EXECUTIVE

T. Shivaraman
Managing Director

TRADESTYLE

ShriramEPC
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HEAD OFFICE ADDRESS

No. 9, Vanagaram Road
Ayanambakkam
Chennaii 600095
Tamilnadu

=]
=
o

TELEPHONE

(91) (44) (2653109
(91) (44) 6531597
(91) (44) 6533313

FACSIMILE

(91) (44) 26532780

E MAIL

info@shriramepc.com

WEB ADDRESS

www.shriramepc.com

StartYear : 2000
Control Year 12000
Registration Number : 45167
Registered Office :No. 5, T.V. Street
Chetpet
Chennai 600031
Tamilnadu
India
Last AGM Date : 22 August 2008
Last Annual Return Date : 18" October 2008
Last Financial Statement Date : 31 March 2008
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STANDARD INDUSTRIAL CLASSIFICATION (SIC) CODE

General Contractorspower plant construction 16299905
General Contractorswaste disposal plant construction 16290504

General Contractorswaste water/sewage treatment plant construction 16290505

Manufactures cooling towers, metal plate 34430206
General Contractorsindustrial plant construction 16290500
Authorized Capital - INR 850,000,00@s on31* March2008

65,000,00Cquity shares at par value of INED.00each
20,000,00Q:zonvertiblepreferenceshares at par value of INR 10.00

each
Issued Cappal : INR 428,677,90@&s on31** March2008
PaidUp Capital - INR 428,677,90@s o 31° March2008
Shares : 42,867,79@quity shares at a par value of INR.0Oeach

STOCK EXCHANGE(S)

Bombay Stock Exchandemited
TheNational Stock Echangeof India Limited

Impact Report: Shriram EPC Limited 6
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MILESTONES

Year Description

2000
2003
2004
2004
2004
2004

2004

2005
2006
2006

2006

2006
2007

2007

2007

2007
2007

2007

2008

2008

2008

Execution of first Biomass power plant project in Mancherial village district, Andhra Pradesh.
Commencement of process and mettalurgy business.

Acquisiton of the cooling towers business of Shriram Tower Tech Limited.

Commencement of the business of erection, testing and commissioning of wind generators.
Execution of joint operations with the Hamon Group.

Commencement of rehabiliation business.

By an order of the High Court of Madras dateadzmy 2005, Shriram Engineering Construction

Company Limited (SHRENCO) was merged into the Company with effect ffofprl 2004 as both th
companies were engaged in the same line of business.

Investment by UNO Investments.
Investment by Bessemer Venture Partners Trust.
Certification by DEWI - OCC for designing and manufacturing 250 KW WTGs.

Execution of MOU with Leitner Technologies for manufacture and marketing of megawatt class V

Purchase of equity shares by UTI Investment Advisory Services Limited.

Joint Venture Agreement entered into between the Company and Hamon Thermopack Engineer:
Limited.

Exclusive agreement with Hamon Shriram Cotrell Inc for use of technology and in the air control
pollution business.

ISO 9001:2000 certification for manufacture, supply, installation, commissioning and maintainanc
WTG and development of wind farms.

Installation of 1,350 KW capacity wind electric generators.
Awarded the first contract for setting up coal gasification and gas purification plants.
Commencement of joint venture Hamon Shriram Cotrell Private Limited (HSC) with Hamon Grot

headquartered in Brussels for the cooling tower business. HSC operates from offices in Mumbai
Chennai and factory in Umbergoan, Gujrat.

Company's Shares were listed in BSE and NSE. There was an IPO of 5,000,000 equity shares tc

The Company invested in Shriram Strategic Engineering Private Limited which is engaged in the
manufacturing of GRP Pipes.

The Company has acquired 49% stake in Blackstone Group Technologies Private Limited in Jan
2009. Blackstone group technologies help in catering the designing and engineering requiremen
company. It has increased the prequalification strength of the Company.

Impact Report: Shriram EPC Limited
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REGISTRAR AND SHARE TRANSFER AGENTS

Cameo Corporate Services Limited
Subramanian Building, V Floor

No 1, Club House Road

Chennaii 600002

Tamilnadu

India

Year : No. of Employees
FY 2008 1513

FY 2007 1242

AUDITORS

Deloitte HaskinsandSells

Ramana TowerdNo. 52

Venkat Narayana Road, Nagar
Chennai 600017

Tamilnadu

India

COMPANY SECRETARY

K. Suresh

Impact Report: Shriram EPC Limited
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BOARD OF DIRECTORS

T. Shivaraman

Arun Duggal

M. Amjad Shariff
Vathsala Ranganiaan
S. R. Ramakrishnan
R. Sundararajan

R. S. Chandra

K.E.C. Raja Kumar
K. Madhva Sarma

Sunil Varma
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Shareholding Pattern

Shareholding Pattern as on 3% December 2008

Particulars No of Shares| % Holding

A |Promoters

Shriram Industrial Holdings Private Limited 13,335,123 30.88

Vathsala Ranganathan* 5,123,231 11.86

Sub Total (A) 18,458,354 42.75
B [Institutional Investors

Mutual Funds and Unit Trust of India 2,164,562 5.01

Insurance Companies and Foreign Institutional Investods 3,009,109 6.97

Sub Total (B) 5,173,671 11.98
C |Others

Bodies Corporate 1,172,562 2.72

Individuals 904,186 2.09

Foreign Corporate Bodies 13,622,597 31.55

Others 3,851,050 8.92

Sub Total (C) 19,550,395 45.27

Total (A+B+C) 43,182,420 100.00

Shareholding Pattern as on 31stDecember 2008
11.86%

11.94%

30.88% /

13.77% 31.55%

® Shriram Industrial Holdings Private Limited

®Vathsala Ranganathan*
Institutional Investors

® Foreign Corporate Bodies

= Others

Source: BSE Website

*Note: - Shares held by Vathsala Ranganathan are onlbeh&hriram Auto Finance

Impact Report: Shriram EPC Limited
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Key Financial Elements

Key Financial Indicators

Revenue

Profit after Tax
Tangible Networth
Capital Employed
Investments

Total Borrowings

1,445,339
74,754
1,543,247
1,959,831
51,516
416,584

2,957,171
131,364
1,646,649
1,846,175
172,077
199,526

Amount in INR Thousand

6,462,993

353,986
3,373,546
4,528,615
1,012,264
1,155,069

111.46
117.61
47.85
52.01
343.28
66.51

V Revenue of the Company increased-y on account of increase in EPC contracts during the
periodunder studyand introduction of WTG division in FY 2007.

V Profit increased mainly on account of rise in reverAlso there was decrease jimoportion

of expenses like infrastructudevelopment chargesd employee cost iY 2008

V In FY 2006 there was issue of 17,622,597 convertible preference shares of Rs. Whadch
contributed to increase in tangible networth. FY 2007 tangible networth showed a
marginal increasehoweverit increased significantly in FY 20Q&imarily due to the issue of
5,000,00equity sharealong with increase in profit

V Capital empbyed declined in FY 2007 on account of reduction in debt. Howevacréased
sharply by 1480% in FY 2008 due to significant increase in tangible networth along with

increase in total debt.

V There was a rise investment during the periodnder studyas a result osubstantial

investmentsn subsidiaries and affiliates.

Impact Report: Shriram EPC Limited

11



IN

. A'4:

Decide with Confidence

Standalone Interim Results (Unaudiited)
Amount in INR Million

Particulars 30-June-08 30-September-08 31-December-08
3 3 3

No of Months
Revenue 1,613.18 1,706.68 2,299.28
Operating Profit 139.80 131.79 116.21
Profit before Tax 113.30 106.50 103.55
Profit after Tax 73.43 69.92 71.79

There was a decline in profitsoyy inspite of increase in revenue. As per the managemeufit
margins depend on thembination of contracts received by the company.

Further as informed by the management, though the Company has obtained its shabelppldessal
through postal ballot on August 21, 2008 for transfer of 250 KW wind turbine business to its
subsidiary SLLand associate LSML with effect from April 01, 2008, Shriram EPC would continue to
take orders ofthe 250 KW wind turbineand sale the santdl the time LSML obtains all statutory
approvals to manufacture and sk machine. The Company will not recognithe profits from the

sale of 250KW wind turbinein its standalone books. This will affect the margins of the Company
since the revenue will include the revenue from sale ofi@®&0wind turbinebut profits from the sale

of wind turbines are not recogndentheCompany 6s books.

Source: BSE Website

Impact Report: Shriram EPC Limited 12
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Financial Ratios

KEY RATIOS 2006 2007 2008

GROWTH RATIOS

Revenue Growth (%) -
Net Profit Growth (%) =
PROFITABILITY RATIOS

Gross Profit Margin (%) 18.30
Operating Profit Margin (%) 8.16
Return on Revenue (%) 5.17
Return on Tangible Networth (%) 4.84
Return on Average Tangible Networth (%) -
Return on Capital Employed (%) 6.51
Return on Average Capital Employed (%) -
Return on Fixed Assets (%) 175.81
Return on Total Assets (%) 3.17
LIQUIDITY RATIOS

Quick Ratio (Times) 2.74
Current Ratio (Times) 2.97
TURNOVER RATIOS

Inventory Turnover Ratio (Times) 8.36
Fixed Asset Turnover Ratio (Times) 33.99
SOLVENCY RATIOS

Long Term Debt Equity Ratio (Times) 0.03
Total Debt Equity Ratio (Times) 0.27
Interest Coverage Ratio (Times) 3.72
EFFICIENCY RATIOS

Collection Period (Days) 158
Payment Period (Days) 60

104.60
75.73

14.49
6.51
4.44
7.98
8.24

13.24

12.84

112.27
4.52

1.88
2.10

10.75
25.27

0.00
0.12
8.79

167
101

118.55
169.47

15.54
9.53
5.48

10.49

14.10

14.25

20.24

84.72
4.47

1.73
1.87

13.43
15.47

0.30
0.34
6.65

176
128

Note:- For the calculation of payment dgysw materialand components consumied WTG land
purchased for windmill and cost of materiaisd labourfor EPC contracthavebeen considered

Impact Report: Shriram EPC Limited
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D&B Rating

D&B Rating :5A2
Condition : Good

D&B's Rating consists of 2 parts, the Financial Strength and the Composite Appraisal /Condition.
Financial Strength is an indication of the tangiblewetth (that is, the shareholder's funds less any
intangible assets) The Compaosite Appraisal/Condition is linked to the level of risk and is an overall
evaluation of credit worthiness. It takes into account the financial condition and several factors such
as trade reference history, legal structure, management experience and any adverse listings.

D&B Rating is assigned on basis of tangible net worth and composite appraisal. Above rating
indicates that subject had a tangible net worth more than INR 64%9®48s per latest available
audited financial statements. Composite appraisal 2 indicates that the overall status of the subject is
good. This rating is assigned to businesses that are financially sound and with competitive trading
record. Associated rigk low & considered better than average.

Impact Report: Shriram EPC Limited 14
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Operations

Shriram EP® business i€ngaged irEPC projects andevelgppment. The Company was alearlier
engaged irsale and maintenance of WTG projects.

EPC businessof the Companyhas extended to 16 statiesindia and internationally in Zambia and
France whereas WTG business is mainly in South India. The core servicesCainthbany include
detailed design and engineering, material procurement and overall project and construction
management services.

EPC Business

V Renewable Energy

These projects consist of biomdsssed power projects, generation power projects
Currently theCompany is establishing over 100egaWatts (MW) of bio-mass based
power projects acrossaimilnadu, Andhra Pradesh, Chattisgaifunjab and Maharashtra.

Shriram EPC began its operations in thentdgs power plariusiness in December 2000
with the execution of first biomass power plant project in Andhra Pradesh. ®n 28
August 2007 the Company entered into Memorandum of UnderstarfioU) with
Bessemer Venture Partnéfaust for power genation through renewablenergy assets
through its associate Company viz., Orient Green Power Limited

V Process and Metallurgy

The Company provides integrated turnkey solutions foon and steel,cement,
aluminium, copper and thermal power plants. The Companivolved in various
projects relating to the design, engineering and construction of blast furnace, auxiliaries,
rolling mills, aluminium refining, copper smelting, thermal power plangsnent plants

and coke oven batteries.

Shriram EPC has initiated projects relating to design, engineering and construction of coal
gasification (producer gas) plantThe Compay has also entered intint venture
agreement withrinternational partner Hamon Group to manufacture cooling towers and
air pollution control systems based on technology from Hamon and Cie, Europe and
Hamon Research Cottrell, USA.

V Municipal Servics

The Company offerslesign and implementation tirnkey desigtbuild environmental
projects catering to water and wastewatistribution, water and sewageeatmentand
water rehabilitation. The Comparpyrovides advanced pipe rehabilitation solutiotieat
allow for trenchless ravation, rehabilitation and/or repair of water and sepiees
without the needor excavation

The Company is thécensee in India ofChevalier Pipe TechnologfCPT) -Ri b | oc E
technology and Perco Engineering Servicamiledd s (-UBKYPANDI TE pipe
burstingtechnology.Ri b | ocE technol ogy provides pipe
allow for trenchless renovation, rehabilitation and repair of water and sewer pipestwith

the need for excavation.

Impact Report: Shriram EPC Limited 15
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Wind Turbine Generator (WTG) Business

The Companywas engaged irthe development and manufadhgr of Mega Watt and 250
Kilo Watt WTG, identification of suitable sites for wind farms, technical planning,
infrastructure deelopment, installation and commissioning of Wafdconnection to power
grids The Company also provided afsgle operations and maintenance services for WTG
supplied by it.

With a business transfer agreement datdtM#éy 2008, the board of ShriramEPC

transferred the business of marketing and sale of&Cclass windturbines to SLLand the
business of manufacture of 2B@ class wind turbines t&.SML, joint venturs of the
Companywith Leitwind BV. As per the annual report 2008, the transfer tplaice ashe
Company wanted to consolidate the wind energy business in one entity to provide a better
focus. Further, Leitwind BV has brought on Board their expertise and Technology of Mega
Watt Class Wind Turbine Generators based on permanent magnetldogghmhis transfer is
effective from01> April 2008.

RevenueComposition

Revenue Composition onthe basis of Operations

100%

80%

60%

40%

20%

0%

Revenue Composition onthe basis of Geography

100%
80%
60%
40%
20%

0%

2006

3 EPC contracts

& Wind Turbine Generators

2007 2008 2006

Year

B Export

2007

Year
B Domestic Sales

2008

Revenue Composition onthe basis of type of Contract

100%
80%
60%
40%
20%

0%
2006 2007 2008

Year

H Fixed Price Contracts H |tem Rate Contracts
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PROJECTS COMPLETED

Amount in INR Million

Sr No | Name of Project and Location | Description of Project | Contract Value |  Period
BIOMASS

1 |Shriram Investments Limited, Tamilnadu|Coconut stem, Wood chips 3,335.0D 2005-2007

5 Shalivahana Constructions Limited, And Rice Husk. Juliflora 1,883.0D 2001-2002
Pradesh

PROCESS AND METALLURGY

1 |Grasim Industries Limited, Jodhpur 7.5 MW pet coke based power plant 3,218.4p 2005-2007

2 |Anand Transport, Chennai Iron ore conveyor 450.00 2004
Madras Aluminium Company Limited . .

3 (MALCO), Mettur Aluminium Pot Line 905.0p 2003-2004

4  [Konkola Copper Mines Plc, Zambia Gas Cleaning System 2,872.0p 2006-2008

5 Konkola Copper Mines Plc, Zambia Spares for gas cleaning System 23.0p 2007
(Spares)

6 Saynt Gobain Glass India Limited, Service and erection of platform fo 7028 2008
Sriperambudur KT3 blowers

7 [Saint Gobain Glass India Limited, Supply to MS Duct and MS StructUre 16.25 2008
Sriperambudur
Steel Authority of India Limited - Rourkel

8 Steel Plant, Orissa Supply to Door Cleaner spares 2.3 2008

9 Steel Authority of India Limited - ISCo [High Pressure water jet door clean 163.00 2007-2008
Steel Plant, Burnpur system

10 |Mecon - Bokara Steel Plant, Bokaro | 9" Pressre water jet door clean 98.00 2006-2007

system
11 |JSW Limited, Bellary District Fabrication and erection of steel 63.0D 2007-2008
structure

12 [Mecon - Bhilai Steel Plant, Bhilai Supply of Tuyere stock 76.2¢ 2005-2007

13 Steel Authority of India Limited - RourkellRevamping of ngh Pressure Watg 22 31 2006-2007
Steel Plant, Rourkela Jer door cleaning system

14 |JSW Limited, Bellary Tuyere stock spares 20.0p 2006-2007

15 |Steel Authority of India Limited, Bhilai |Tuyere stock supply 65.20 2007

16 [Steel Authority of India Limited,Bhilai  |Tuyere stock supply 99.0p 2007

17 gtr?:SIaAuthorlty of India Limited - Rourkel Mechanical Frame cleaner 22.0p 2006-2007

18 Stgel Authority of India Limited - Rourkel Vaceum cleaner system 4500 2007
Orissa

Impact Report: Shriram EPC Limited 17
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Amount in INR Million

Sr No | Name of Project and Location | Description of Project | Contract Value [  Period
COOLING TOWER
1 Bharat Heavy _Electrlcals Limited, Construction of Cooling Tower 330.0p 2007
Dhuvaran, Gujarat
2 Goa Energy, Goa Construction of Cooling Tower 100.0p 2005-2007
3 Ve.danta Alumina Limited, Lanjigarh, Design, e.nglneerlng., supply and 1,241.0p 2004-2007
Orissa construction of Cooling Tower
4 |indo-Rama Synthetics Limited, Nagpur |2S3/9" engineering, supply and 128.0p 2005-2006
construction of Cooling Tower
Southern Iron and Steel Company LimitgDesign, engineering, supply and
5 (SISCOL), Salem construction of Cooling Tower 152.0p 2006-2007
6 Jindal Vijayanagar Steel Limited, Design, engineering, supply and 133.00 2005-2006
Karnataka construction of Cooling Tower
7 |shalivahana, Maharashtra Design, engineering, supply and 96.0p 2007
construction of Cooling Tower
8 |Rake Power Limited, Maharashtra Design, engineering, supply and 96.0p 2007-2008
construction of Cooling Tower
9 |Jayaswal Neco Limited, Chhattisgarh |2SS/9": engineering, supply and 126.0p 2005-2006
construction of Cooling Tower
10 Ney\{ell Lignite Corporation Limited, Design, e.nglneerlng., supply and 465.0D 2005-2006
Tamilnadu construction of Cooling Tower
11 |OCL India Limited, Chennai Design, engineering, supply and 105.0p 2005-2006
construction of Cooling Tower
12 |Ga Danieli India Limited, Durgapur Design, engineering, supply and 422.0p 2005-2006
construction of Cooling Tower
13 Chenna! Petroleum Corporation Limited,|Design, e.ngmeenng., supply and 359 0D 2004-2006
Chennai construction of Cooling Tower
14 |Kerala Refineries Limited, Kochi Design, engineering, supply and 199.60 2004-2005
construction of Cooling Tower
15 KVK Blo-Energy Private Limited, Design, e.nglneerlng., supply and 75.00 2005-2006
Chattisgarh construction of Cooling Tower
16 |JK Paper Limited, Gujarat Design, engineering, supply and 87.0p 2007
construction of Cooling Tower
17 |Nahar Spinning Mills Limited, Punjab ~ |2SS/9": engineering, supply and 27.5p 2007-2008
construction of Cooling Tower
18 Seshasgyee Paper and Boards Limited, |Design, e.ngmeenng., supply and 2816 2007
Chennai construction of Cooling Tower
19 ChhaFtlsgarh Steel and Power Limited, [Design, e.nglneerlng., supply and 75.00 2007-2008
Chattisgarh construction of Cooling Tower
20 Sri Chamundeshwari Sugars Limited, |[Design, e.nglneerlng., supply and 63.00 2007
Karnataka construction of Cooling Tower

Impact Report: Shriram EPC Limited
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Amount in INR Million

Sr No | Name of Project and Location | Description of Project | Contract Value |  Period
WATER
Design, supply and istallation of
. water intake system, water treatmq
1 GL?J"’.‘rat Water Supply and Sewerage Bo plants and protected water 1,924.0p 2002-2006
Jaisingpur .
distribution system for rural water
system
2 Bharat Heavy Electrlca}ls Limited, Civil work for 40 MLD Sewage 748.00 2004-2006
Nesapakkam, Chennai treatment plant
3 Ahmedabad Urban Development Author 275 MLD water treatment plant 1,975.0p 2002-2005
Ahmedabad
4 E:;/;LAcademy (NAVAC), Ezhimala, 2.3 MLD sewage treatment plant 306.6D 2004-2007
5 |Seabird, Kerala 3,0.14,0.17 MLD STP 737.0p 2004-2007
6 |Vedanta Alumina Limited, Orissa 0.36 MLD STP 159.0D 2005-2008
7 |Bharat Heavy Electricals Limited, ETP for GSECL, Dhuvaran 118.0p 2005-2007
Hyderabad
8 |Vishranthi Homes Private Limited, Chenpalater Treatment Plant 28.0p 2007-2008
9 Publlc.HeaIth Engineering Department, 20 MLD WTP 169 .94 2003-2006
Ranchi
10 [Pipdic, Karaikal Water supply and Sewerage Syste 189.5p 2003-2007
REHABILIATION
Desilting, CCTV survey, manhole
1 |Delhi Jal Board, Delhi repair, Pipe joint sealing of trunk 68.40 2004
sewer no: 4
Desilting, CCTV survey, manhole
2 |Delhi Jal Board, Delhi repair, Pipe joint sealing of trunk 187.8B 2004-2005
sewer no: 5
3 |Delhi Jal Board, Delhi Pipe rehabilitation through trenchig 367.33 2004-2005
technology
4 |Delhi Jal Board, Delhi Pipe rehabilitation through trenchlg 333.9D 2004-2005
technology
Desilting, CCTV survey, manhole
5 |Delhi Jal Board, Delhi repair,Pipe joint sealing from Jill 511.1f1 2005-2006
Mill to Jagrit SPC Shahdara
Desilting, CCTV survey, manhole
6 |Delhi Jal Board, Delhi repair, pipe joint sealing from V.M. 50.7p 2005-2006
College to Karkardooma chowk
TOTAL 25,631.8L

Impact Report: Shriram EPC Limited
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CLIENTELE

The Company maintains aroutdOcustomers.

Major Customer Names

Grasim Industries Limited
India
Length of relationship: 3 years

JindalSteel andPowerLimited
India
Length of relationship: 1 year

TheMadras AluminiumCompanyLimited
India
Length of relationship: 5 years

Neyveli Lignite Corporatiorimited
India
Length of relationship: 3 years

Reliance Industriekimited
India
Length of relationship: 2 years

Steel Authority of Indid.imited
India
Length of relationship: 5 years

Tata SteeLimited
India
Length of relationship: 3 years

Vedanta Aluminium Limited
India
Length of relationship: 5 years

Bharat Heavy ElectricalLimited
India
Length of relationship: 5 years

Delhi Jal Board
India
Length of relationship: 5 years

Gujrat Water Supply and Sewerage Board
India
Length of relationship: 8 years

Impact Report: Shriram EPC Limited
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Tamilnadu Water Supply and Drainage Board
India
Length of relationship 3 years

Laxmi Energy and Foods Limited
India
Length of relationship: 3 years

SUPPLIERS

ABB Limited
India

Alstom Projects India Limited
India

Electro Steel Castingiinited
India

Hi-tech Cranes imited
India

Kirloskar Brothers Limited
India

lon Exchange.imited
India

Jindal Steel and Power Limited
India

Reliance Industries Limited
India

Shanti Gears Limited
India

Larsen and Toubro Limited
India

Finolex Cables Limited
India

Honeywell Automation
India

Jain Irrigation
India

Thermax Limited
India

Impact Report: Shriram EPC Limited
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Triveni Engineering Works
India

Steel Authority of India Limited
India

Tata Iron and Steels Company Limited

India

Welspun Gujrat Stahl Rohren Limited

India

IMPORTS And EARNINGS IN FOREIGN

Imports/Exports
300,000
236,159
240,000 223,487
5
S 180,000
g oY 157,102
o
g
= 120,000
4
£ 60,000
3,239
0
2006 2007 2008
Year

H CIF Value of Imports H FOB Value of Exports

*CIF value of imports constitutes raw materials and components for WTG atsgtials consumed in

execution of EPC contracts.
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TECH NOLOGY PARTNERS

CPT Asia Holdings Limited

Hong Kong

Technological ArrangementRibl oc E t echnol ogy which provides pi |
allow for trenchless renovation, rehabilitation and repair okwahd sewer pipes without the need

for excavation.

Perco Engineering Services Limited

United Kingdom

Technological Arrangement EXPANDI TE pi pebursting technol ogy
rehabilitation solutions that allow for trenchless renovation, relteativh and repair of water and

sewer pipes without the need for excavation.

Angerlehner

Austria

Technological Arrangement GRP lining and pipebursting technology which provides pipe
rehabilitation solutions that allow for trenchless renovation, reletivin and repair of water and
sewer pipes without the need for excavation.

Danieli Corporation

Italy

Technological Arrangemerit The Company has technological arrangement for certain process and
metallurgy projects of rolling mill contract.

Waterbury Farel Technologies Inc.

Canada

Technological Arrangemernt The Company has technological arrangement for certain process and
metallurgy projects of stainless steel mill for integrated steel plant.

SSIT Corporation

China

Technological Arrangement The Canpany has technological arrangement for process and
metallurgy projects of coal dust injection.

S.W.Electronics and Manufacturing Corporation (SWEMCO)

United States of America

Technological Arrangement The Company has technological arrangement for gdesind
constructon drawings for a gas cleaningjugpmentto be locéed at Konkola Copper MineBIc,
Chingola, Zambia.

EnvirothermGmbH

Germany

Technological ArrangemeiitThe Company has technological arrangement for their coal gasification
technology.
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SWOT

STRENGTHS

V Technical alliances with international companies
The Company has technological agreements with various companies like Chevalier Pipe
technology (CPT), AngerlehnekVaterbury Farrel Technologies Inetc. These alliances
enablethe Compnyto make use ofechnologies and expertise developed by its partners.

V Operations in diverse and complementary projects
The Companyprovides EPC services for various types of projects, principally renewable
energy, process and metallurgy plants andinipal services. It also develops, manufacture,
sell and provide related services for WTGs. The diversity in project types eribbles
Companyto reduce dependence on any one industry or nature of project.

V Strong order book position
The Company had arrder book of INR 1,819.83 crore as ori'®lecember 2008.

V Experienced and qualified nranagement

The Company is controlled and managed by qualified management with average experience
of more than 12 years.

V Reputed clientele
The Companydeals with cliats like Steel Authority of IndiaLimited, Grasim Industries
Limited, Tata SteeLimited, Vedanta Aluminum LimitedBharat Heavy Electricals Limited,
The Madras Aluminum Company Limitechich are well reputed in their respective fields.

V Low external debt

Shriram EPC harelatively lowtotal debt equity ratio of 0.34 in FY 2008, indicatires$
reliance on external funds / debt and scope for additional leverage

Impact Report: Shriram EPC Limited 24
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WEAKNESSES
V High collection period

The collectionperiodof the Company was relativelyigh during the period under review viz

158 days, 167 days and 176 days in FY 2006, FY 2007 and FY 2008 respectively. High
collection period was the prime reason that resulted in negative cash from operations in FY
2006 and FY 2007. However, the compang pasitive cash from operations in FY 2008.

V Low margins
The Company has relatively low net margins during the period under study and needs to
adopt cost control measures to improve its profit margin in future. As informed by the
management, the Compahgs recently implemented ERP technology from Tata Consultancy
Services (TCS) which would help reduce the cost of the Company and thereby increase the
profit margin.

OPPORTUNITIES

V Acquisition of Blackstone Group Technologies
The Company has acquired B&stake in Blackston&roup Technologies w.e 1 February
2009. The acquisition wouldelp to improve designingnd engineering area of the Company
and also increass pre-qualification strength which in turn would lead to an increase in the
order bak.

V Incentives provided by government

Various incentives provided by the governméke preferential tariffs, tax incentives, etc
would fuel the growth of thpowersectorand in turn increase its orders

V Driver for domesticdemand

Demand for power ahenergy will continue to rise due to rapid increase in industrialization
andrising population. This would result in the growth of the power plants industry.

V  Opportunities in other countries

With the vast experience in the engineering sector, the Comjzanvell equipped to
undertake contracts in the other developing countries.

Impact Report: Shriram EPC Limited 25
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THREATS

V Competition

Shriram EPC faces competition from players like Alstom projects India Limited, Larsen and
Toubro Limited, Nixon engineering Services Limited, Suxlon Enetgmited, etc. As
informed by the management, the Company has an upper edge over its competitors on
account ofts technological arrangememnt

V Dependency orgovernment policies

The decreasén / elimination of government tax incentives like acceleratedreciation
allowance, tax holiday for new projects relating to renewable energy may have an adverse
impact on the revenue from renewable energy segment of the Company.

V High attrition rates

The Companyo6s attrition r abdundersreviewn Theaméni gher
was 24.63% in FY 2006, 28.57% in FY 2007 and 20% in FY 2008. As per the management,
90% of this rate attributes to the lower level employees of the Compamther the
management also informed that #t&ition rate atniddle and seniormanagement is less than

5% over the years

Impact Report: Shriram EPC Limited 2€
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Industry Overview

Qverview

Indian power sector has shown impressive growth in size and capacity over the years. Presently,
power sector is dominated by the government. The central and thg@tatament sectors accounts

for the 52.5% and 34.0% respectively of the total installed capacity, while the private sector accounts
for 13.5% for the same.

Total installed capacity (as on Jan 1, 2009)

Sector - MW %
State sector 76240.6 52.5
Central secta 48970.9 34.0
Private sector 22246.3 13.5
Total 147,457.3 100.0

Source: Ministry of Power

The installed generation capacity has grown from 1,362 MW in 1947 to 147,715 MW (as on February

28, 2009). During April 200&ebruary 2009, the overall gross getion was 658.5 billion units. The

all India Plant Load Factor (PLF) reached a high of 76.4% during April-Eeb8uary 2009Despite

such growth, the peak electricity supply fell short by 13.8% and there was an overall shortage of
11.0% in supplyduring April 2008-February 2009. Moreover, the per capita consumption of
electricity in India at about 704 kWh per annum (208, (according to CEA)is much lower than

the world average of approximately 2,500 kW2005) a n d even Ching@ms) 1,800
(accoding to IEA).

Based on the feedstock utilized, power generation can be divided into four sectors namely, Thermal,
Nuclear, Hydro and Renewable Energy resources (RES). Further, depending on the feedstock used,
thermal power generation can be sldssifiel into power generation based on coal, gas and diesel.
The sector wise distribution of installed generation capacity as on February 28, 2008 is mentioned
below.

Installed generation capacity (As on February 28, 2009)

Fuel MW %
Thermal Coal 77,398.9 524
Gas 14,876.7 10.1
Diesel 1,199.7 0.8
Total 93,475.3 63.3
Nuclear 4,120.0 2.8
Hydro (renewable) 36,877.7 25.0
Renewable Energy 13,242.4 9.0
Sources(RES)
Grand total 147,715.5 100

Source:- Central Electricity Authority
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The power industryin India has been characterized by energy shortages due to increased
industrialization, urbanization, growing population, rise in the growth of agriculture sector etc.
Although the power generation capacity has shown a growing trend in recent yeassnat kapt

pace with the growth in demand. The regwise demand and supply position of power in the country
for the period April 2008-ebruary2009 is depicted below:

Power supply position (AprO8Feb09)

Energy (MU) Deficit % Peak Danand Deficit %
requirement
Northern 205,839 -10.6 33,034 -10.7
Western 232,022 -16.2 37,240 -20.5
Southern 184,570 -7.4 28,613 -10.9
Eastern 74,601 -4.6 12,901 -9.6
North Eastern 8,692 -13.6 1,820 -25.4
All India 705,724 -11.0 109,809 -13.8

Source:- Certral Electricity Authority

Similar growth has been witnessed in power transmission. The Ministry of Power has envisaged the
establishment of an integrated national power grid in the country by the year 2012 to carry 60% of the
power. The existing interr@gnal power transfer capacity is approximately 17,000 MW and is to be
enhanced to 37,000 MW by 2012 through the creation of Transmission Super Highways.
Transmission systems in India are in the process of adopting advanced technologies such as FACTS,
HVDC and advanced SCADA system. Plans are also in place to build an advanckdalseif grid

with Wide Area Monitoring System (WAMS), based on Phasor Measurement Units (PMU) and
Global Positioning System (GPS). Most of these developments are limited &ntha transmission
company and very few state transmission companies. Other state level transmission companies need
to adopt advanced technologies for better operation of the grid and to provide flexibility of connecting
upcoming energy sources of variaises to the grid.

Growth of transmission sector since IX plan

A. Transmission Lines

Aot 400kV Transmission lines 220 kV Transmission lines
Central State Total Central State Total

29,345 20,033 49,378 86,87 88,306 96,993
50,992 24,70 75,722 9,444 105,185 114,629
60,163 27,372 87,535 10,066 112,159 122,225
B. Sub Stations (MVA

23,575 36,805 60,380 2,866 113,497 116,363
X 40,455 52,487 92,942 4,276 152,221 156,497
XI upto Feb09 ki3 55,127 108,682 4,476 169,717 174,193
Source:- Central Electricity Authority
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Status of transmission sector (as on February 28, 2009)

Central sector State sector Total
Transmission line
(ckm.)
765 kV 2685 409 3094
400 kV 60871 27539 88410
200 Kv 10066 112488 122554
+/- 500 Kv HVDC 5232 1504 6736
Lines (ckm)
Sub Stations (MVA)
765 kV 4500 0 4500
400 kV 53555 55127 108682
220 kV 4476 170957 175433

Source:- Central Electricity Authority

A more worrying feature for the Indian power sector is the commercial wabilithe distribution

sector stemming from inefficiency and theft. For the year ZIX)he total commercial loss of the
state power sector, excluding subsidy, is around Rs 257.0 billienrate of return is aroune) (L8 %

for the state power sectorh@& Aggregate Technical & Commercial (AT&C) losses in various states
are in the range of 18%62% with an average national level figure estimated at around 32.1% (2006
07). The distribution sector is also overwhelmed with poor billing and collection. dfaoénsumer
education, political interference, and inefficient use of electricity further aggravates the magnitude of
the problems. Amidst such frightening state of the overall distribution sector, some distribution
companies have been able to achieveniira viability.

Renewable energy

Conventional power generation from fossil fuels such as coal, hydrocarbons etc. cause environmental
pollution and degradation. Besides, these sources are limited and at the current rate of their
exploitation, are notKely to last very long. At the same time energy requirements of the people and
industry is increasing at a fast rate. Therefore, there is need to give utmost importance to harnessing
norrconventional and renewable energy sources such as wind energyhgdnall bicmass, solar,
geothermal energy etc. Considering the growing concerns for climate change and energy security, it is
imperative the renewable source of energy in the longer term will substantially increase its share in
the fuetmix thereby offerig a significant growth potential for the sect@apacity based orenewable
contributed about 13,242.4 MW as on February 28, 2009, which represents 9.0% of the total installed
capacity. The power generation capacity in the renewable section, until ndavdedg come through

private investments.

Renewable Energy EPC Projectds Renewable energy resources comprises wind power, hydro
power , bi omass energy and geot her mal energy.
energy supply portfolio, thuseducing the dependency on the fossil fuel resources, and provide
opportunities for mitigating green house gases.

Biomass based power project$ The main objective of promoting biomass based power projects is
to make opti mum utamhss esourdedfor griol fnd grid power gepedasion. iRaw
materials used for power generation include bagasse, rice husk, straw, cotton stalk, coconut shells,
soya husk, deiled cakes, coffee waste, jute wastes, groundnut shells, saw dust etc. The current
availability of biomass in India is estimated at about 500 million metric tones per year. Studies
sponsored by the Ministry has estimated surplus biomass availability at about 162D million
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metric tones per annum covering agricultural and forestryluesi corresponding to a potential of
about 16,000 MW.

Around 167 biomass power and cogeneration projects aggregating to 1,252 MW capacity has been
installed in the country. In addition, around 171 biomass power and cogeneration projects
aggregating to 850 MW of electricity are under various stages of implementation. The leading
States for biomass power projects are Andhra Pradesh, Karnataka, Chattisgarh, Maharashtra and
Tamil Nadu.

Bio-ethanol Production Plantsi Ethanol is a clean, higbctane, higtperformance automotive fuel
blended in gasoline to extend supplies and reduce emissions. Ethanol is produced from sugar or
biomass like agricultural residues, forestry wastes etc. It is used as a petrol substitute for road
transport vehicles. Many stat@xluding Uttaranchal, Chhattisgarh, Tamil Nadu, Andhra Pradesh,
Gujarat and Rajasthan have taken the lead by setting up independent state biofuel authorities and
simultaneously taken initiatives to give incentives. Financial institutions like NABARD Bhte&ve
introduced new financial schemes to give a boost to the growth of the biofuel industry.

Wind power 1 India is the fourth largest producer of wind power in the world with a wind power
installed capacity of 7,844 MW (upto December 31, 2007). d i wir@l power potential has

been assessed at around 45,000 MW by Ministry of New and Renewable Energy

The cumulative wind power generation in the country crossed 37 billion units of efigryy
December 31, 200750% of which was accounted for by Tamildia Wind electric generators of
unit sizes between 225 kW and 1.65 MW have been deployed across the country.

Wind power installed capacity (upto December 31, 2007)MW

Upto 200203 200304 200405 200506 200607 200708  Total

March
31, 2002

| All India  1666.8 242.0 615.2 1111.7 1716.2 1742.1 750.6 78445 |
Source:- Ministry of New and Renewable Energy

Other business
Process and Metallurgy Plants

Cooling Towersi Cooling towers are heat removal devices used to transfer process waste heat to the
atmogphere. Cooling towers may either use the evaporation of water to remove process heat and cool
the working fluid to near the w4stulb air temperature or rely solely on air to cool the working fluid to
near the drnpulb air temperature.

Air Pollution control solutionsi Air pollution control solutions involve products such as electrostatic
precipitators, bag filters, wet and dry scrubbers, flue gas desulphurization etc. The reason for the
utilization of air pollution control technologies is legal or reguiatrequirement.

Growth in industrialization has led to the increase in demand for the Air pollution control systems and
cooling towers.

Municipal Services
Water Infrastructurei Due to growth in population and increasing industrialization the pressure

water resources is showing an increasing trend. Thus there is a massive scope for investments in
sewer and waste water treatments plants.

Impact Report: Shriram EPC Limited 3C
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Windmill Turbine generatorsi The Wind Resource Assessment Programme which is being
coordinated by the Centre fovind Energy Technology (®&ET) has so far covered 25 States and
Union Territories involving establishment of 1050 wind monitoring and wind mapping stations. The
cost of setting up a wind monitoring station is shared between Central and State Govemnadiots i

of 80:20 whereas it is 90:10 for the North Eastern Region and hilly States.

Two types of wind turbines namely stall regulated and pitch regulated are being deployed in the
country and abroad for gridteractive power. The stall regulated windhines have fixed rotor

blades whereas pitch regulated wind turbines have adjustable rotor blades that change the angle of
attach depending upon wind speed. Components r e
boxes, generators, towers, material fotor blades bearings, castings and controllers, most of which

are sourced in India.

India ranks 4th in the world after Germany, Spain and USA in grid connected wind power
installations. A cumulative total of over 34 billions units of electricity have liegrto the State
Electricity Grids.

Wind Electric Generators are being manufactured in the country by a dozen manufacturers, through
() joint ventures under licensed production (ii) subsidiaries of foreign companies, under licensed
production andiif) Indian companies with their own technology.

The Centre for Wind Energy Technology-(&ZET), Chennai was established in Tamil Nadu in 1998
as an autonomous institution under the administrative control of the Ministry of New and Renewable
Energy. GWET main activities include resource assessment and testing & certification.

Major players of the power equipment industry

V BHEL - It is a leader in domestic power generation equipment with the market share of
approximately 60%, with the installed generatmapacity close to 90,000 MW (including
captive units) in the country. BHEL manufactures and supplies major capital equipment and
systems like captive power plants, centrifugal compressors, drive turbines, Industrial boilers
and auxiliaries, waste heatcmery boilers etc. It has been manufacturing and supplying a
range of renewable energy systems and produetsich includes solar energy systems, solar
pumps, and solar water heating systeimszY08, BHEL has orders worth Rs 410.7 billion
for supply andnstallation of 14555.6 MW of generating equipment in the power sector.

V Suzlon Energy Limited - Suzlon ranked as the fifth leading wind turbine supplier in the
world, with over 10.5% of global market share in 2007, according to the BTM Consult ApS
World Market Update 2007. Suzlon reported a strong consolidated order book position of
USD 4,304 million (3,454 MW); with USD 208 million (160 MW) in domestic orders, and
USD 4,096 million; (3,294 MW) in international orders, as on May 19, 2008.

V Thermax India Private Limited - Thermax is a global solution provider in energy and
environment engineering. It offers products and services in heating, cooling, waste heat
recovery, captive power, water treatment and recycling, waste management and performance
chemicas. As of September 30, 2008 order book of Thermax showed orders amounting to Rs
40.7 billion.

v Crompton Greavesi It is one of the largest players in India in the electrical equipment and
engineering industry. Crompton is mainly engaged in the manufadigtebution and sale
of electrical and electronic equipment systems. The company makes a wide range of
transformers, switchgear, motors, lighting products, fans, raiignaling equipment.
Crompton Greaves power segment grew by 21% to Rs 48.2 hilliew08.

Impact Report: Shriram EPC Limited 31



s
/ﬂﬁ

Decide with Confidence

V ABB - The Company's principal activity is to provide power and automation technologies.
Power technology segment manufactures, engineers, supplies and provides solutions for
power transmissigrpower distribution and control and protection systémngower plants.

The products include transformers, switchgears, breakers, capacitors, power line carrier
communication equipment and relay control panels. The company booked orders worth Rs
80.5 billion during the year ended 2008.

Demand Factors

V Rural Electrification -Mor e t han 70% of I ndiabds popul ati o
greatest challenges that the Indian Government is facing is providing access to energy to
people in rural areas. Electricity generated from renewable energy sourtes form of
solar, wind, and hydropower over the years is being widely used in the rural areas. The
government has undertaken massive programes with respect to rural electrifithisors
expected to lead to higher demand for power from the rural.areas

Rural electrification (as on January 31, 2009)

Total no. of villages 593732
No. of villages electrified 488836
% of villages electrified 83.3%

Source:- Central Electricity Authority

Schemes appraised by central electricity authority under rural Ectrification (April 2008 -
February 2009)

Name of Schemes State Installed capacity (MW
Gundia Hydro Electric Project Karnataka 200

Singoli Bhatwari HEP Uttrakhand 99

Alaknanda HEP Uttrakhand 300

Rupsiabagar Khasiyabara HEP  Uttrakhand 261

Source:- Central Electricity Authority

V Government Incentivesi Preferential tariffs, tax incentives etc are being provided by the
government to the owners of Biomass based power projects and Wind power plants which
will lead to an increase iimvestments in thesegjects.

V Rise in demand of power and fuel The demand for energy, particularly for commercial
energy and fuel, has been growing rapidly with the growthhef economy, changes in the
demographic structure, rising urbanization, saonomic developménand the desire for
attaining and sustaining sekliance in some sectors of the economy. This will lead to the
increase in demand of power based aneelii@mnol production projects.

V India being tropical country tremendous potential for energy generabn through
biomassi India is a tropical country with a massive raw material base for biomass power
projects. This leads to the increase in the demand for power projects of renewable energy
resource due to abundant availability of raw matendlollution free power generation.

V Increased industrialization T Increased industrialization has led to the increase in the
demand of energy. Thgrowth recorded in the industrial sechas also increased the demand
for cooling towers and air pollution control stbns.
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Vv

Global warming i Globally, attention has been paid to reduce the cadbmtide emissions.
Hence extra duties are applied to those fuels which emit carbon dioxide like fossil fuels. The
imposition of these duties has indirectly supported the estparof renewable energy and
windmill projects.

Carbon Credits i Carbon credits incentivize companies or countries that emit less carbon.
The total annual emissions are capped and the market allocates a monetary value to any
shortfall through trading. Busesses can exchange, buy or sell carbon credits in international
markets at the prevailing market price. Waste disposal units, plantation companies, chemical
plants and municipal corporations can sell the carbon credits and make money thereby
increasinghe demand for cooling tower and air pollution control solutions.

Challenges faced by the Industry

Vv

Legal, political and economic risksi Industry is largely influenced by government policies,
laws and regulations. Constant changes in government regutaanjces, tariffs and taxes,
laws and policies will pose significant effect on this sector.

Fluctuation risk in the price of raw material T Increase in the prices of raw material like
ethanol, gasoline, coal etc will significantly affect the marginhefsector.

Long gestation period of the project- Long period between project commencement and the
first revenues.

Conflicts between the joint venture partnersi Most of the EPC projects are undertaken by
agreement between two or more companies indha bf Joint venture. If there is a conflict
between the partners, the project will be affected thus affecting the revenues of the companies
in the sector.

Local social communitiesi The construction of windmill plants face opposition from local
social canmunities since these plants cause noise and are considered by some to be
aesthetically unappealing. There are also environmental issues due to killing of birds.

Government initiatives

Vv

Vv

In an attempt to meet its energy requirements by 2012, the Maharagiernment on
December 30, 2008 revealed Rs 45 billion investment plan for the power sector.

As per the recent reforms under the Electricity Act 2003, the private sector has been given
access to the state electricity board transmission grids ther&dwinal private power
producers to sell directly to consumers.

The Ministry of Power has launched various initiatives, such as Ultra Mega Power Projects
(UMPP), to facilitate setting up of new power plants through government and private
participation. Thez are plans to add about 78,700 MW of generation capacity during the 11th
Five Year Plan (2002012) from various sources including coal, gas, hydro, nuclear.
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XI plan capacity addition target (sector wise)i in MW

Type / Sector ~Central ~State Private Total
Thermal 24,840 23,301 11,552 59,693
Hydro 8,654 3,482 3,491 15,627
Nuclear 3,380 0 0 3,380
Total 36,874 26,783 15,043 78,700

Source:- Central Electricity Authority

XI plan capacity addition target (sector wise)i in MW

3380

B Thermal MHydro B Nuclear

Source:- Central Eletricity Authority

V In 11" five year plan government has proposed a physical target of 15,000 MW with an
outlay of Rs 39.0 billion for grid interactive/ distributed renewable power generation. The
detailed breakip is given below:

Physical targets and ppposed outlay for the 11 plan

Sources/systems plan (MW) Proposed outlay for 11
Wind power 10,500 - 750*

Small hydro power 1,400 7,000

Biomass power 1,200 6,000

co-generation 500 2,000

Urban waste to energy 200 1,500

Industrial waste to energy 200 750

Solar Power (Grid interactive) & 1,000 21,000

DPRS

Total (Renewable Power) 15,000 39,000

*For demonstration projects in the states where there is sizeable potential but no commercial activity has
commenced
Source:- Ministry of New and Renewable Energy

V Indian Government has introduced many fiscal policies like tax incersivdsasaccelerated
depreciation allowance, tax holiday for new projects, availability of soft loans, relief from
customs and other duties, libefaleign investment policies, preferential tax structures etc
for the growth of this sector.
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V A total of Rs. 1,360 billion is planned to be invested in the transmission sector during the five
years of the 11th plan. This is almost three times the anadunvestments in the 10th Plan.
A higher amount is allocated towards setting up network for the national and regional grid.
This also takes into account schemes for {t@ig open access.

V With a view to ensure optimum availability of generating unitsnduthe daily peak period
various awards were introduced like award for early completion of projects, performance for
rural distribution franchisee.

V There are various schemes enacted by the government for the development of renewable
energy resources likRemote Village Lightning Programme, Village Energy security Tests
Projects, Family Type Biogas Plants, Wind Power Programme etc.

V Central Financial Assistance provided by the government under Grid Interactive Power
Programme is depicted in the followitaple:-

In Lacks
Special Category States (N
Project Name region, sikkim, J & K, Uttaranchal | Other States
Small Hydro Power Projects 225.00 150.00
Biomass Power Projects 2500.00 2000.0C
Biomass Power using advanced Technology 120.00 100.00
Wind Power Projects 300.00 200.00

Source:- Ministry of New and Renewable Energy

Potential in renewable source of energy

With the depleting coal deposits, increasing greenhouse gas emissions, rising oil prices and an
endangered ecosystemenewable energy sources #ne only viable option in the long term. Thus,
renewable energy holds vast potential in terms of cost reduction and protecting the ecosystem.
Potential of the renewable source of energy summarized below:

Renewable source of energyestimated potential aml cumulative achievement (as on31"
December 200y

Systems ' Estimated Potential  Cumulative achievement
(MWe) (MW)

Bio Power (Agro residues) 16,881 605.8
Wind Power 45,195 7,844.5
Small Hydro Power (up to 25 15,000 2,045.6
MW)

Cogenerationbagasse 5,000 710.8
Waste to Energy 2,700 55.2
Total 84,776 11,261.9

MWe: Megawatt equivalent
Source:- Ministry of New and Renewable energy
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A capacity addition of around 30,000 MW is envisaged for tHe afi 18" Plans, according to
ministry of new ad renewable energy. Renewable power capacity by the end of the 13th plan period
is likely to reach 54,000 MW, comprising 40,000 MW wind power, 6,500 MW small hydro power
and 7,500 MW bigpower. The perspective plan for giitteractive renewable power ssimmarized
below:

Perspective plan for gridi interactive renewable power for 2022 (at the end of 3plan) - MW

Sources/systems

Wind power 1667 5333 10,500 22,500 40,000

Small hydro power 1438 522 1,400 3,140 6,500
368 669 - - 7,500

Bio power 2 1 2,100 4,363 3

Total 3475 6525 1,400 30,003 54,003

Source:- Ministry of New and Renewable energy
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Financial Analysis

DUPONT CHART

Revenue
6,462,993

Direct Expenditure
-5,458,734

Operating Expenses
_292445 S ——

Profit after Tax

353,986
Finance Net Profit
Expense
-192,650 |
Revenue
6,462,993

Other Income
28,926

-194,104  —————————

Revenue

6,462,993
Current

Assets
6,493,504

Total Assets
7,923,612

Tangible Assets
1,430,108

Total Debt
Total
Liabilities
4,550,066 Total Liabilit
Other Liabilities |

3,394,997 I  ——————————

Tangible Networth
3,373,546

Note:

- All the amounts are in INR thousand unless otherwise expressly stated.
- Intangibles have been excluded from Total Assets
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Revenue
7,000,000 150.00 Revenue - FY 2008
6,462,993 30,000
5
5,600,000 120.00 PS
24,000
- 10460 *
2 4200000 90.00
0 18,000
3 2,957,171 ° ©
< S o
~ 2,800,000 60.00 S
S £12,000
o 1,445,339 x
Z 1,400,000 - 30.00 = *
6,000 7y
:. Shriram epc 4
o ' ' 000 > leossanssosessssssseasosatssncorttsbosssh?”
2006 izg: 2008 0 10 20 30 40 50
Companies engaged in Construction of Industrial
== Revenue  —®—Revenue Growth and Power plants; Turnkey projects
Shriram EPGvas primarily engaged in two segments namely:

V EPC
e Renewable energy projectonsistig of biomassased power projects, small hydel

power projects.

e Providing integrated turnkey solutions fson and steel, cement, aluminum, copper and
thermal power plants, water and wastewater treatment plants, water and sewer
infrastructure and pipe habilitation.

V Development, sale and maintenance of Wind Turbine Generator (WTG) Project¢The
business of WTG was transferred to Shriram Leitwend Limited (Sdsybsidiarycompany
and Leitner Shriram Manufacturing Limited (LSMIgn associateompany vith effectfrom
1% April 2008.)

RevenueComposition
Revenue Composition onthe basis of Operations Revenue Composition onthe basis of Geography
100% i 100%
80% 80%
60% 60%
40% 40%
20% 20%
0% 0%
2006 2007 2008 2006 2007 2008
Year Year
HEPCcontracts  ® Wind Turbine Generators B Export ®Domestic Sales
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100%

80%

60%

40%

20%

0%

Revenue Composition onthe basis of type of Contract Order Book as on 31 -December -2008

0.29%

15.50%

17.03%

67.18%

2006 2007 2008
Year B Renewable Energy Projects B Processand Metallurgy Projects
H Fixed Price Contracts H tem Rate Contracts ©Municipal Services B Cooling Tower - SEPC

V Revenue of th&€ompany showdan upward movement for the period under study.

V In FY 2007 revenue increased by 104.60%&inly due to the introduction aVTG division
which contributed almost 22.51% of total revenue in that year. The revenue from EPC
contracts increased by 58.54% in FY 2007.

V The revenue growth for FY 2008 was 118.55%. Revenue from EPC contrareiasedoy
140.42%and accounted for 80.6086 the total revenu@n this year The increase wasainly
due toa rise in revenue fromrocess and metallurgy and municipal services. Revenue from
WTG division increased by 88.38% as a resulhighernumber of turbinesold during the
year.

V In FY 200 and FY 2008, the Comparsiso earnedrevenue fran annual maintenance
contractghough the sameontributel aminor proportion to the revenue.

V The G@mpany received various orddike contract of a coal gasification project from Jindal
Steel and Power hiited, order from Delhi J&oard for pipe rehabilitatigretcin FY 2008

V The order book position of the Company as @i Beacember 2008 was INR,819.83crore
The order book includes order from Steel Authority of India for new coal chemical plant for
INR 2,626,100 thousand.
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Profitability

INR (In Thousand)

Profit - FY 2008

500,000

69477 180.00
}l 3,000 °
144.00 2,500

400,000

353,986 ®
2,000

300,000

108.00
1,500

%

75.73 ©

200,000

r 72.00 1,000

131,364
500

INR (In Crore)

100,000

0 -

74,754
i r 36.00 Shriram epc
L S iy

-500

2006 2007 2008 0] 10 20 30 40 50
Year

== profit — Net Profit Growth Companies engaged in Construction of Industrial

and Power plants; Turnkey projects

FY 2007

V Profit increased in FY 200ainly due toanincrease in revenu®ther factors contributing

to increase in profit were:

A The Company received interest incoofelNR 49,45 thousand mainlpn deposits
with bank during the year which contributed to the growth in net profit of the
Company.

A Interest expensedeclined by 60.43% during the yearmainly on account of
repaymenbf hire purchaséoans

V Cost of material consumeddreased as a percentage of revenue from 70.42% in FY 2006 to

75.11% in FY 2007 due to increase in prices of raw material, especially steel.

The Company also incurred expenditure on cost of land for windmill due to the
commencement of wind mill divisionAs informed by the management, the Company
procures land in lots and transfers the land to the customer when the windmill i$tsold.
cost of land consumed in FY 2007 was higher than in FY 2008 due to the high prices of land
in FY 2007.

FY 2008

V The mgor factors contributing towards the growth in profit for FY 2088e as folbws: -

A Steepicrease in revenue by 118.55%

A Decrease in employee cost as a pesmgof revenue from 3.45% in FY 2007 to
2.72% in FY 2008.

A Decrease in the infrastructure ééspment chargepayableto electricity board
during the year both in absolute terms asda perceageof revenue According to
the managemenearlier these charges were borne byGbepany. But on account of
the contracts allotted to the subcontraston turnkey basis, the expense=e borne
by the subcontractois FY 2008
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A There was also a decline in advertisement and business promotion expenses in FY
2008.

V There was mincreasdn the cost of raw material consumed in FQ08 by 11.7.04% mainly
due toincrease in turnover/ business activity. Further there was alswaaase in therices
of raw materiad, especiallysteelandcement.

V Bank ad other financial chargedepicted asignificant increase in FY 2008n account of
increase irfacilities availedlike letters of credit, bank guarantees, bills discounsétdue to
increase in level ofusiness activities

V Interest expenses increased by 248.99% in FY 2008 on account of an increasarau
loansfrom banks and financial institutiortie meet capital expenditure and working capital
requirement in line withe businesgrowth of the Company

V Operating profit from the windmill division was 84,952 thousand in FY 2008 as
against INR 122,466 thousand in FY 2007 in spite of increase in revenmehe
windmill division. As stated by the management it was on account of reduction
selling prices ofNTG and steep increase in steel prices in second half of FY 2008.
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Tangible Networth and Capital Employed

5,000,000
4,000,000
% 3,000,000
oy
Q@
2]
3
22,000,000
—
£
o 1,000,000
£
0
2006 2007 2008
Year
Tangible Networth Capital Employed

Tangible networth ineasedy-o0-y; howevercapital employed decreased in FY 2007 and increased
sharply in FY 2008.

V Tangible networthincreasedduring the period under reviewnainly due to the following
reasons:

A 100% reteribn of profitin FY 2007 and FY 2008.

A Issue of 500,000 equity shares ¢iKIR 10 each at a premium tfIR 290 per share in
FY 2008throughIPOQ.

V The Company raisetNR 1,500,000 thousandrom IPO in FY 2008which was utilized for
the following

Amount in INR Thousand

V Capital emplogd declined by 5.80% in FY 2007 primarily on accountregbayment ohire
purchase loans angéduction in the year end balanceaaish credifacilities availed from
bank.

V In FY 2008 capital employed increased sharply by 145.30% due to significant inarease i
tangible networth along with increasetotal debt Total debt of the Company increased in
FY 2008 as a result of secureadnsavailedfrom banks and financial institutions
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