Cochin Shipyard Ltd — FY 2025 Annual Report Analysis

Annual Report Analysis (Consolidated)

Investor Snapshot

# Analytical point Sentiment

Cochin Shipyard (CSL) is transitioning from a domestic defense contractor to a global maritime
powerhouse, leveraging a dominant position in naval ship repair and emerging green-tech leadership.

Total revenue grew 25.80% YoY to [5,209.02 Cr, catalyzed by an 85.28% surge in the high-margin Ship
Repair segment and the delivery of India’s first Hydrogen Fuel Cell Catamaran.

Profitability is under pressure from execution headwinds, evidenced by a 12x spike in provisions for
"Loss on Ship Building"” to 107.56 Cr, signaling significant cost overruns on active projects.

Earnings quality has deteriorated sharply as bad debt write-offs spiked 8,781% to 86.15 Cr,
indicating aggressive historical revenue recognition and a necessary balance sheet clean-up.

The company maintains an ultra-low Gearing Ratio of 0.41% and a Debt/Equity of 0.016x, providing a
robust capital cushion despite the current operational stresses.

Cash conversion has collapsed with CFO/PAT plummeting to 0.15x, driven by a massive 859.02 Cr
absorption into working capital and resulting in negative Free Cash Flow.

Capital expenditure remains disciplined with the commissioning of the [1,799 Cr New Large Dry Dock
and 970 Cr ISRF, significantly expanding throughput capacity for future growth.

Inventory grew 83.72% YoY—three times the rate of revenue growth—suggesting a massive build-up
of work-in-progress that is currently trapping liquidity.

Governance is at a critical low point with zero Independent Directors and zero Women Directors as of
March 2025, leading to a total collapse of Audit and Risk committee oversight.

Execution risk is high with Advance Bank Guarantees of 10,325.03 Cr representing 185% of Net
Worth, making the company vulnerable to liquidity shocks if project delays occur.

Revenue visibility is exceptionally strong with a (16,823 Cr order book and the US Navy MSRA
validation, positioning the firm for a potential EBITDA margin expansion toward 25%.

Investment Stance: Watch; monitor for the appointment of Independent Directors and the reduction of
Inventory Days from 132 to below 100 to signal a return to cash flow discipline.

1. Business overview (In Bullet Points)

* Business Segments: Cochin Shipyard Ltd (CSL) operates in two primary segments: Shipbuilding (56.74% of
revenue) and Ship Repair (35.80% of revenue).

* Revenue Drivers: Growth is driven by the ramp-up of the Anti-Submarine Warfare Shallow Water Craft
(ASW-SWC) and Next Generation Missile Vessel (NGMV) projects, alongside a massive 85.28% surge in
Ship Repair services.

« Cost Drivers: Major costs include sub-contracting and offloaded jobs (rising 51.23%), project-specific
materials (driving an 83.72% inventory increase), and employee benefit expenses.

* Industry Position: CSL is a "Schedule A" Miniratha CPSE and a global Top-5 contender for specialized zero-
emission vessels, recently signing a Master Ship Repair Agreement (MSRA) with the US Navy.



» Expansion Plans: Commissioning of the (870 Cr International Ship Repair Facility (ISRF) and the [1,799 Cr
New Large Dry Dock (NLDD) has fundamentally altered throughput capacity.
e Acquisitions & Subsidiaries:
> Udupi-CSL (UCSL): Successfully turned around with a [2,200 Cr order book focusing on tugs and short-
sea vessels.
> Hooghly-CSL (HCSL): Positioned as a hub for Inland Waterways (IWAI) projects despite current losses.

 Capacity Additions: ISRF contributed [124.24 Cr in its first full year with a capacity to handle 82 ships
annually.

» Geographical Presence: Operates a "string of pearls" along the Indian coastline with units in Kochi, Mumbai
(CMSRU), Kolkata (CKSRU), and Port Blair (Cansru).

» Green Tech Leadership: Delivered India’s first Hydrogen Fuel Cell Catamaran and secured European
orders for Hybrid Service Operation Vessels (SOVS).

2. Management commentary & outlook

» Management is focused on scaling new infrastructure following the successful commissioning of the New Dry
Dock and ISRF, validating a massive five-year capex cycle.

» The strategic shift from "Defence Contractor" to "Global Maritime Tech Leader" is underway, evidenced by the
formation of the C-SAS (Strategic & Advanced Solutions) division for autonomous vessels and Al.

» The Master Ship Repair Agreement (MSRA) with the US Navy serves as a global "seal of quality," positioning
CSL as a preferred hub for the Military Sealift Command in the Indian Ocean.

» Management is pursuing "Design-Led Growth" through the "sankalp" conclave, aiming to own IP for vessel
designs to move up the value chain.

» The order book stands at [16,823.48 Cr, with 33.96% expected to be recognized in the next financial year,
providing strong short-term visibility.

* The total absence of Independent Directors is attributed to Government of India (GOI) appointment delays;
management is proceeding with operational expansion despite the lack of functional Audit/Risk Committees.

» Management is in a "Victory Lap" phase, characterized by high confidence stemming from record turnover,
PBT, and PAT. They are pivotally shifting the narrative toward high-margin ship repair and green maritime
technology. However, there is a palpable "compliance-fatigue" regarding GOI-mandated board appointments;
management is proceeding with operational expansion despite the lack of a functional Audit/Risk Committee.
The tone is Operationally Bullish but Governance-Passive.

3. Financial analysis

3.1 Financial statements
3.2 Financial analysis summary

* Revenue from operations grew by 25.80% to [5,209.02 Cr, driven by an 85.28% surge in Ship Repair
services to [1,864.57 Cr, which offset a 68.04% decline in the Indigenous Aircraft Carrier (IAC) project.

 Despite Revenue growth, PAT margin compressed from 18.92% to 15.88% as Other Expenses were
impacted by a 12x spike in provisions for Loss on Ship Building to [107.56 Cr and an 8,781% increase in Bad
debts written off to [86.15 Cr.

« Inventory on the Balance Sheet ballooned by 83.72% to [1,885.11 Cr, far outpacing Revenue growth,
resulting in a massive cash drain where CFO plummeted from [815.42 Cr to [124.15 Cr.



» The company's Working Capital is heavily reliant on Contract Liabilities (Customer Advances) of [5,051.28
Cr, which represent 97% of annual Revenue but create [10,325.03 Cr in contingent Advance Bank
Guarantees.

» Trade Receivables improved by 24.52% to [229.03 Cr, reducing receivable days to 16 days, as the company
successfully collected dues from government entities which account for 89% of credit exposure.

« Finance Cost of [43.11 Cr is primarily composed of interest on Lease Liabilities ((41.10 Cr) rather than bank
debt, as the company maintains an ultra-low Debt/Equity ratio of 0.016x.

 Depreciation increased to [103.18 Cr following asset additions, while Capex of [(B15.40 Cr was funded
through internal accruals, though the business turned FCF negative (-[191.25 Cr) due to working capital
bloat.

» Other Current Assets of [4,168.01 Cr remain disproportionately large, containing significant balances
related to government grants and project advances that have not yet translated into Revenue or CFO.

* ROCE remained healthy at 24.85% despite margin pressure, as the company efficiently utilized its Net Worth
of [4,422.41 Cr and high Interest Coverage (26.65x).

» Sub-contract and offloaded jobs costs rose by 51.23% to [651.18 Cr, significantly outpacing Revenue
growth and indicating a rising reliance on outsourced execution which is diluting the EBITDA margin.

» Earnings Quality is under pressure as CFO/PAT fell to 0.15x, indicating that only 15% of reported profits are
being converted into operating cash, primarily due to the [859.02 Cr increase in Inventory and [164.71 Cr
increase in Contract Assets.

» Contingent Liabilities surged as Bank Guarantees (excluding advances) nearly tripled to [2,016.14 Cr, while
a new dispute of [(273.13 Cr with sub-contractors represents a potential 5% hit to Net Worth.

» Other Current Liabilities of [5,415.52 Cr are primarily composed of customer advances, with [#,213.57 Cr
expected to be settled after 12 months, creating long-term performance obligations.

 Cochin Shipyard's financial character this year is defined by a successful transition from the IAC project to a
diversified ship-repair and vessel construction mix, achieving strong Revenue growth and maintaining a debt-
free Balance Sheet, though this was marred by poor cash conversion and a significant build-up of Inventory
and project-related provisions.

3.3 Contingent liabilities & commitments

* Bank Guarantees: [2,016.14 Cr (Tripled from [7¥13.29 Cr in FY24).

« Advance Bank Guarantees: [10,325.03 Cr (Represents 185% of Net Worth; risk of refunding advances if
milestones are missed).

« Claims not acknowledged as debt: [273.13 Cr (New dispute with sub-contractors and suppliers under
conciliation).

» Tax Disputes: [127.27 Cr in disputed Customs Duties and approximately (1100 Cr in Service Tax disputes
pending at cestat.

 Capital Commitments: [B15.40 Cr for the ongoing capex pipeline.
* Letters of Credit: [192.79 Cr.



3.9 Earnings quality & forensic checks



# Check

1 PAT vs CFO trend

Receivables & channel-
stuffing signal (receivables
+ inventory build vs
revenue)

Revenue timing (unbilled /

3 contract assets + deferred
revenue / advances)

Revenue from related
parties %

Inventory vs revenue
growth

Inventory valuation method
change

Exceptional items in
operating profit

Depreciation rate vs useful
life policy

Provision reversals boosting
PAT

Tax rate consistency + cash

10
tax vs P&L tax

1 CWIP age and stalling
projects
Deferred tax asset

12

recognition adequacy

13 RPT quantum and trend

Dividend paid vs FCF
adequacy

14

15  Audit Trail Compliance

Impact

Profit | — earnings overstate cash;
859 Cr inventory build absorbs CFO
conversion despite (827 Cr PAT.

Revenue 11 — potential over-
recognition; combined asset build of
[784 Cr exceeds revenue growth of
1,068 Cr.

Revenue 11 — high execution risk;
[5,051 Cr advances (97% of revenue)
create massive future performance
obligations.

Revenue 1! — extreme concentration;
82% of turnover derived from
Government-related entities.

Profit | — margin pressure; inventory
grew 83.72% while revenue grew only
25.80%, suggesting slow turnover.

Neutral — consistent policy; no
change in valuation method reported in
the significant accounting policies.

Profit | — one-time clean-up; [86.15
Cr bad debt write-off and [107.56 Cr
shipbuilding loss provisions.

Profit | — accelerated expense;
depreciation increased 38.3% ([103.18
Cr) outpacing revenue growth.

Neutral — no major reversals;
earnings quality impacted by new
provisions rather than reversals.

Neutral — tax provisioned; current tax
liability of (24.60 Cr recognized
against zero in previous year.

Profit | — project uncertainty; [9.25 Cr
HFCEV project write-off due to
realization uncertainty.

Neutral — standard recognition;
deferred tax balances maintained in
line with timing differences.

Revenue 11 — high dependency; 82%
revenue from GOI entities with [177 Cr
dividend paid back.

Profit | — cash drain; (177 Cr dividend
paid despite massive working capital
absorption in inventory.

Neutral — technical non-compliance;
edit log not active for full year for all
database tables.

Status

Notes detail

Note 59: Inventory growth linked to
project-specific materials for upcoming
vessel milestones.

Note 59 & 55: High inventory build-up
vs declining trade receivables from
Govt entities.

Note 45: Revenue recognized over
time via "Input Method" (cost-to-cost),
involving significant management
judgment.

Note 53/57: Two customers account for
69.93% of Shipbuilding and 82.06% of
Ship Repair revenue.

Note 59: Management attributes build-
up to materials held for vessels at
various construction stages.

Note 1: Significant Accounting Policies
(Inventory valued at lower of cost or
NRV).

Note 42/43: Massive spike in write-offs
and provisions for onerous shipbuilding
contracts.

Note 3: Property, Plant and Equipment
(Depreciation based on useful lives per
Schedule 1I).

Note 43: Provisions for "Loss on Ship
Building" jumped to [107.56 Cr.

Note 44: Tax expense reconciliation
provided in notes to accounts.

Note 42: Prudence approach adopted
for HFCEV project costs previously
capitalized.

Note 12: Deferred Tax Assets/Liabilities
breakdown.

Note 53: Related Party Disclosures
highlight heavy reliance on Ministry of
Ports, Shipping and Waterways.

Note 53: Dividend payout remains
stable despite significant operating
cash flow pressure.

Note 63: Technical deficiency in SAP S/
4HANA audit trail implementation.



# Check Impact Status Notes detail

Neutral — regulatory risk; zero Secretarial Audit Report: Non-
16 Board Governance Vacuum  Independent Directors for nearly half — compliance with SEBI LODR and
the year. Section 149.

4. Management & governance

A. Auditor report & key audit matters

 Audit Opinion Type: Unqualified.

* KAM 1: Revenue Recognition (Input Method): The auditor identified the use of the "Input Method" (cost-to-
cost) for recognizing revenue of [4,819.96 Cr as a significant risk area. This requires management to
estimate total contract costs and physical progress, which are susceptible to error or bias in long-term naval
projects.

« KAM 2: Audit Trail Compliance: The auditor noted technical non-compliance regarding the "Audit Trail" (edit
log) requirement. While enabled in March 2024, it was not active for the full financial year for all database
tables, and direct data changes to database tables are not logged.

 Technical Deficiency: The Secretarial Auditor flagged a total collapse of Board-level committees from
November 22, 2024, due to the absence of Independent Directors.

 Auditor Fees: [0.30 Cr paid to M/s. Anand & Ponnappan. The fee is considered low relative to the
complexity of a [5,209.02 Cr revenue operation with [10,325.03 Cr in advance bank guarantees, potentially
signaling limited audit depth.

B. Related party transactions

Amount (O

Relationship Nature cr Concern
r
. Major Dividend .

Government of India . 177.13 Cr Neutral: Standard sovereign payout

Shareholder Paid

» Dependency: 82% of revenue from a single
Government Entites ~ Customer Revenue 4,271.40 Cr
related party group
MoPSW Entities Related Party Lease Rent 26.76 Cr Neutral: Operational infrastructure cost
Employee Benefit Post- L .
Contributions ~ 34.45 Cr Neutral: Statutory compliance

Trusts employment

RPT Risk Checks: * % of Revenue: 82.00% - Extreme dependency on Government-related contracts. *
Trend vs Prior Year: Increasing (Revenue from Govt entities rose from [8,395.32 Cr to [4,271.40 Cr). *
Receivables from MoPSW entities stood at [27.88 Cr, a significant reduction from [90.50 Cr in the previous year.

C. Shareholding

* Promoter (Government of India): 67.91%
* Public: 32.09%
* Pledged Shares: 0.00%

* Note: Promoter holding decreased from 72.86% to 67.91% following an Offer for Sale (OFS) in October
2024,



D. Board composition + KMP compensation

* Total Directors: 6 (as of March 31, 2025).
* Independent %: 0% - Severe non-compliance with SEBI LODR.

e Women Directors: 0 » Non-compliance with Section 149.

KMP Compensation (EBITDA = [1,258.67 Cr, EBITDA YoY growth = 17.5%):

FY current rem (CICr) FY prior rem (OCr)  YoY growth % % of EBITDA

Madhu S. Nair  CMD 0.74 Cr 0.90 Cr -17.78% 0.06% —
Bejoy Bhasker  Dir (Technical) 0.66 Cr 0.61 Cr 8.20% 0.05% —
Jose V. J. Dir (Finance) 0.58 Cr 0.59 Cr -1.69% 0.05% —
Sreejith K. N. Dir (Operations)  0.63 Cr 0.55 Cr 14.55% 0.05% —

» Family Correlation: No KMPs share the same family name.

» Analysis: Aggregate KMP pay is highly conservative at 0.21% of EBITDA. Remuneration includes
Performance Related Pay (PRP) for FY 2022-23 paid in FY 2024-25, indicating a significant lag in variable
compensation.

F. Capital allocation & capex

Action FY current (CJCr) FY prior (CICr) % of CFO

Dividends 256.50 Cr 257.00 Cr N/M Positive
Capex (ISRF & Dry Dock) 2,769.00 Cr Not disclosed N/M Concern
Inventories (WC Investment) 1,885.11 Cr 1,026.09 Cr N/M Concern
Lease Liabilities 491.39 Cr 479.18 Cr N/M Concern
Bond Redemption 0.00 Cr 100.00 Cr N/M Positive

Capex analytical notes: * CFO Coverage of Capex: CFO is negligible due to the [859.02 Cr increase in
inventory and [86.15 Cr bad debt write-off. Capex is being funded by the massive [5,051.28 Cr "float" of
customer advances. * Nature of Capex: Massive growth capex for the New Large Dry Dock ((11,799 Cr) and
ISRF ([®70 Cr). * Capex Deployment Efficiency: While revenue grew 25.80%, inventory exploded 83.72%,
suggesting that the new capacity is currently consuming capital faster than it is generating cash. * Key
Takeaways: The company is in a high-risk "execution bulge" where [10,325.03 Cr of Advance Bank
Guarantees creates a massive contingent liability if these new assets fail to deliver projects on time.

H. Risks

* Inventory Obsolescence: Inventory grew 83.72% to [1,885.11 Cr, outpacing revenue. Impact: Risk of
massive write-downs if project specifications change or costs overrun. (High)

* Receivable Quality: Bad debts written off spiked 8,781% to [86.15 Cr. Impact: Signals a 10.4% hit to PAT;
suggests historical revenue may have been over-recognized. (High)

e Governance Collapse: Zero Independent Directors from Nov 2024 to March 2025. Impact: Non-compliance
with SEBI LODR; lack of oversight on 5,000 Cr+ advances. (High)

» Contingent Leverage: Advance Bank Guarantees stand at [10,325.03 Cr. Impact: Represents 185% of Net
Worth; any project failure triggers immediate cash drain. (High)

» Onerous Contracts: Provisions for "Loss on Ship Building" rose 12x to [107.56 Cr. Impact: Direct margin
erosion; indicates current order book is facing severe cost pressure. (Medium)



» Customer Concentration: Two customers account for 69.93% of Shipbuilding revenue. Impact: Loss of a
single naval contract would collapse the topline. (Medium)

 Audit Trail Gap: Direct database changes are not logged in SAP S/4AHANA. Impact: Risk of undetected
financial manipulation or unauthorized entries. (Medium)

5. Scorecard & verdict

Part a: scorecard

Dimension Key evidence One-line rationale

85% Ship Repair growth; US  Strong moat in specialized naval/green tech but

Business quality 4 - . .
Navy MSRA high customer concentration.
. . Debt-free balance sheet offset by severe
Financial health 8 ! D/E 0.016x; CFO/PAT 0.15x . . )
working capital stress and negative FCF.
. . 8,781% Bad Debt spike; Profits are not converting to cash due to
Earnings quality 2 ! L . .
84% Inventory growth massive inventory build and write-offs.
Management & 1 . 0% Independent Directors; Total collapse of board oversight and technical
governance Audit Trail gaps non-compliance with SEBI LODR.
Capital allocation & 4 [16,823 Cr Order Book; Strong revenue visibility and disciplined capex,
earnings visibility - ISRF commissioned though returns are currently tied up in WC.

Business positives (for this company this year) * Revenue Growth: Total revenue grew 25.80% to [5,209.02
Cr, driven by a pivot to high-margin ship repair. * Strategic Validation: Signed Master Ship Repair Agreement
(MSRA) with the US Navy, a global seal of quality. * Capacity Unlock: Commissioned [1,799 Cr New Large Dry
Dock and [®70 Cr ISRF to handle increased throughput. * Green Tech Leadership: Delivered India’s first
Hydrogen Fuel Cell Catamaran, positioning CSL in the global decarbonization market. * Debt-Free Status:
Maintained an ultra-low Gearing Ratio of 0.41% with minimal reliance on external bank debt.

Business negatives | concerns (for this company this year) * Cash Conversion: CFO/PAT plummeted to
0.15x as [B59.02 Cr was absorbed into inventory. * Governance Failure: Zero Independent Directors as of
March 31, 2025, leading to a collapse of Audit and Risk committees. * Asset Quality: Bad debts written off
spiked 8,781% to [B6.15 Cr, indicating historical revenue recognition issues. * Onerous Contracts: Provisions
for "Loss on Ship Building" jumped 12x to [107.56 Cr, signaling severe cost overruns. * Contingent Risk:
Outstanding Advance Bank Guarantees of [10,325.03 Cr represent 185% of Net Worth.

Overall scorecard summary Cochin Shipyard is in a state of operational excellence but institutional fragility.
While the business has successfully transitioned to a diversified, high-margin model with a robust (16,823 Cr
order book, its financial health is currently masked by poor cash conversion and a massive inventory build-up.
The governance posture is at a critical low point due to the total absence of independent oversight during a
period of record revenue and massive capex. Consequently, the business is on a stable but high-risk trajectory
where operational success must now be matched by a restoration of governance and cash flow discipline.



Part b: governance check matrix

# Check Status
1 Audit opinion clean? —
2 Promoter pledge = 0? —
3 KMP pay < 5% of PAT? —
4 RPT quantum < 5% of revenue? —
5 Board > 50% independent? —
6 At least 1 woman director? —
7 No statutory dues outstanding? —
8 No fraud reported? —
9 Audit trail enabled? —
10 Frequent Auditor change =

Final line: "Total: 6/10 — Governance Rating: 2"
Part c: investor verdict

Thesis: CSL is a dominant maritime powerhouse transitioning from a defense contractor to a global green-tech
leader, currently undergoing a high-risk execution bulge.

Overall stance: Watch

Rationale: Strong operational tailwinds and order book are currently offset by a total governance vacuum and
deteriorating cash flow quality. Re-evaluate when: CFO/PAT returns to >0.8x AND Independent Directors are
appointed to the Board. BULL CASE: US Navy MSRA and ISRF utilization drive EBITDA margins above 25%
with sustained FCF generation. BEAR CASE: Project delays trigger the [10,325 Cr Advance Bank Guarantees,
leading to a liquidity crisis. Key monitorable: Inventory Days: 132 days — Watch for reduction to <100 days.



7. Year-over-year analysis

7.1 Changes

Metric / theme Summary a status

50% Independent
Directors; functional
Audit and Risk
committees.

Board
Governance

0.29x; profits starting to

Earnings Qualit
9sQ y diverge from cash due

CFO/PAT
( ) to inventory build.
1,026.09 Cr (+175%
Inventory i -
. YoY); initial stockpiling
Trajectory

for new naval projects.

Focus on provision

Asset Quality & )
reversals and prior-

Write-offs . .
period tax adjustments.
Aggressive and
Management execution-oriented,
Tone focused on "Post-IAC"
growth.
Capital Transitioning from
Allocation capex-drain to
(Funding) operational phase.
Navigating the "revenue
Revenue

valley" after the IAC
project.

Concentration

7.2 Persistent patterns

Summary b status

0% Independent Directors;
total collapse of board-level
oversight committees.

0.15x; cash conversion has
reached a critical low as
working capital absorbs nearly
all profit.

(1,885.11 Cr (+83.7% YoY);
inventory growth continues to
outpace revenue growth
(25.8%).

[B6.15 Cr bad debt write-off
(8,781% spike) and [107.56
Cr shipbuilding loss
provisions.

"Victory Lap" confidence but
"Governance-Passive"
regarding board vacancies.

Capex and operations funded
almost entirely by a [5,051 Cr
"float" of customer advances.

82% of revenue derived from
Government-related entities.

Forensic takeaway

The transition to a total governance vacuum
during a period of record revenue significantly
elevates the risk of unmonitored management
bias.

The worsening divergence between PAT and
CFO suggests that reported earnings are
increasingly composed of non-cash accounting
entries and unsold inventory.

Two consecutive years of inventory growth far
exceeding revenue suggests a massive
"execution bulge" that risks future write-downs
if project timelines slip.

The sudden shift toward massive write-offs and
onerous contract provisions indicates a
"kitchen sinking" of legacy issues or
deteriorating profitability in the current order
book.

Management has pivoted to an operationally
bullish stance while appearing indifferent to
critical regulatory and compliance failures.

The company has moved from a capital-
intensive phase to a high-risk reliance on
interest-free customer advances to sustain
liquidity and FCF.

Revenue risk has shifted from project-specific
concentration to a systemic dependency on a
single sovereign customer group.

* Restricted Liquidity Trap: The company consistently reports high headline cash balances, but the vast
majority remains restricted Navy funds (77% in Summary A) that cannot be utilized for general corporate

expansion.

» Hidden Lease Leverage: Across both periods, CSL carries substantial lease liabilities (~[450 Cr - (491
Cr) to Port Trusts, which act as a form of "off-balance sheet" debt despite the low formal bank borrowing.

» Subjective Revenue Recognition: The use of the "Input Method" (cost-to-cost) for revenue recognition
remains a Key Audit Matter in both years, highlighting sustained management judgment in booking profits on

long-term contracts.

« Structural Working Capital Stress: Both years exhibit a chronic inability to convert accounting profits
into Free Cash Flow (FCF), driven by the unique procurement cycles of large-scale naval shipbuilding.

* Strategic Green Tech Pivot: A consistent and successful trend is the company’s leadership in zero-
emission maritime technology, moving from the first Hydrogen vessel delivery to securing European hybrid

SQV orders.



« Ultra-Low Formal Gearing: Management maintains a persistent commitment to a debt-free balance
sheet (D/E < 0.12x), providing a structural cushion against operational volatility.

* Reliance on Non-Operating Income: PAT in both periods is materially supported by interest income
earned on the massive float of customer advances rather than pure shipbuilding margins.
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