L Prabhudas  Gujarat State Petronet
Lilladher Volumes slump; no GSEDS contribution

July 2, 2009 B  Transmission volumes remain lower: The benefit of lower naphtha

costs by 39.9% YoY and 97.3% QoQ to Rs47m (Rs34m). O&M expenses
climbed on account of higher compression costs during the quarter. Gas
transportation charges arose due to utilisation of another distribution
player’s network (Sabarmati Gas). These charges are expected to remain
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Trading Data

Market Cap. (Rs bn) 29.1 . .
for next few quarters. EBITDA margins, thus, declined by 320bps YoY to
Shares o/s (m) %62.1 85.5% (88.7%). However, operating profit increased by 9.6% YoY to
Free Float 62.2% Rs1.13bn (Rs1.03bn)
3M Avg. Daily Vol (‘000 2,088.9 . . . :
¥g. Dally Vol {*000) B PAT declines by 14.3% YoY: Depreciation and interest costs remained
3M Avg. Daily Value (Rs m) 109.1

more or less flattish during Q4FYQ9. Effective tax rate during Q4FY08 was
low at 19.1%, while it was at 34.9% in Q4FY09. Due to this, PAT declined
by 14.3% YoY to Rs348m (Rs406m).

B Valuations: By March FY10, GSPL’s transmission volumes are anticipated

Major Shareholders
to scale-up to 40mmscmd from the current 30-31mmscmd. The volume

Promoters 37.8% growth is, thus, expected to remain buoyant over the next couple of
Foreign 3.5% years. However, the overhang on contribution towards GSEDS still
Domestic Inst. 31.3% remains. GSEDS contribution will be earnings dilutive for the
Public & Others 27.4% shareholders. Hence, we maintain our ‘Reduce’ rating on the stock.

Key financials (Y/e March) FY08 FY09 FY10E FY11E
Revenues (Rs m) 4,179 4,875 7,569 8,774
Stock Performance Growth (%) 316 16.7 55.3 15.9
(%) M 6M 12M EBITDA (Rs m) 3,645 4,245 6,767 7,887
Absolute (12.1) 39.9 (9.1) PAT (Rs m) 999 1,234 1,394 1,526
EPS (Rs) 1.8 2.2 2.5 2.7
Relative (10.7) (7.3) (16.3) Growth (%) 11.8 23.5 12.9 95
Net DPS (Rs) 0.5 0.8 0.4 0.7
Source: Company Data; PL Research
Price Performance (RIC: GSPT.BO, BB: GUJS IN) Profitability & valuation FY08 FY09 FY10E FY11E
(Rs) EBITDA margin (%) 87.2 87.1 89.4 89.9
70 ROE (%) 9.6 10.5 11.0 11.0
65 RoCE (%) 7.5 7.6 8.6 7.9
gg EV / sales () 8.7 8.2 5.9 5.3
= EV / EBITDA (x) 9.9 9.4 6.6 5.9
45 PE (x) 29.1 23.6 20.9 19.1
40 P/ BV (x) 2.8 2.5 2.3 2.1
23 Net dividend yield (%) 1.0 1.4 0.8 1.3
25 T T T T T T Source: Company Data; PL Research
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Q4FY09 Result Overview

Gujarat State Petronet

(Rs m)

Y/e March Q4FY09 Q4FY08 YoY gr. Q3FY09 FY09 FY08 YoY gr.
(%) (%)

Net Sales 1,320 1,161 13.7 1,174 4,875 4,179 16.7

Expenditure

O & M expenses 78 36 119.1 61 210 159 32.2
% of net sales 5.9 3.1 5.2 4.3 3.8

Personnel cost 47 34 39.9 24 109 76 43.5
% of net sales 3.6 2.9 2.0 2.2 1.8

Other expenses 65 62 6.0 73 310 298 3.9
% of net sales 5.0 5.3 6.2 6.4 7.1

EBITDA 1,129 1,030 9.6 1,016 4,245 3,645 16.5
Margin (%) 85.5 88.7 86.5 87.1 87.2

Depreciation 439 413 6.1 429 1,705 1,632 4.5

EBIT 690 617 11.9 588 2,540 2,013 26.2

Interest 199 203 1.7 222 870 815 6.7

Other Income 44 88 (49.7) 58 243 294 (17.3)

Cont. to GSEDS

PBT 535 502 6.7 424 1,914 1,492 28.3

Total taxes 187 96 95.2 148 677 487 38.9
ETR (%) 34.9 19.1 34.9 35.4 32.7

FBT 1 1 131.2 - 3 5 (49.8)

PAT 348 406 (14.3) 276 1,234 999 23.5

Operating Parameters
Y/e March Q4FY09 Q4FY08 YoY gr. Q3FY09 FY09 FY08 YoY gr.
(%) (%)
Gas transmission volumes (mmscmd) 12.7 17.7 (28.5) 13.1 14.8 16.8 (11.7)
Avg. realisations (Rs/ '000scm) 1,143.1 719.4 58.9 974.9 898.0 680.1 32.1
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Gujarat State Petronet

Highlights
Transmission performance

Transmission volumes remained muted during Q4FY09, primarily on account
of customers switching from natural gas to cost effective naphtha. However,
the tariff hike effected from January 2009 onwards aided the overall
revenues. The management also indicated that contribution from certain
take or pay contracts also added to the revenues. Average transmission
tariff, thus, jumped from Rs720/°000scm in Q4FY09 and Rs975/°000scm in
Q3FY09 to Rs1,143/°000scm in Q4FY09. The management indicated that the
average tariff is likely to stay at about Rs750/°000scm hereon.

The company is currently transmitting about 30-31mmscmd of natural gas
which is anticipated to go up to 40mmscmd by March 2010. The volume
growth is expected to arrive from additional volumes from KG basin, spot
volumes from Petronet LNG and Shell, Hazira.

Transmission performance

Transmission realisations e Gas Transmission volumes (RHS)
1,400.0 -+ - 19.0
1,200.0 -+ + 18.0
£ 1,000.0 - F17.0 __
Q e}
& 800.0 4 +16.0 g
o 7]
€ 600.0 - 15.0 E
> E
& 400.0 - - 14.0
200.0 - r 13.0
0-0 T T T T T T T T T T 12-0
~ ~ N~ [e0) [e0) [e0) o) (2] (2] [o2] [o2]
o o o o o o o o o o o
> > > > > > > > > > >
L LL LL L LL LL L (1 L LL L
N [a2) < — N [32) < - N (2] <
o ¢ ©o o o ¢© o o o o oo

Source: Company Data, PL Research
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Gujarat State Petronet

Operating Performance

The connectivity charges will remain zero from Q4FY09 onwards. However,
the gas transportation charges which were zero in Q3FY09 are likely to
remain for next few quarters on account of utilising part of Sabarmati Gas’
network.

Operating Performance

Operating Profit = Operating Margin (RHS)
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Source: Company Data, PL Research
Capex plans

Current gross block of GSPL stands at about Rs24.0bn, while debt stands at
about Rsl11.5bn. The average cost of debt currently stands at 9.5%. The
company is expected to add another Rs10.0bn each for the next couple of
years for network expansion. This capex is likely to be funded in the ratio of
2:1 debt:equity.
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POWERING YOUR FINANCIAL GROWTH

Prabhudas Lilladher Pvt. Ltd.
3rd Floor, Sadhana House, 570, P. B. Marg, Worli, Mumbai-400 018, India
Tel: (91 22) 6632 2222 Fax: (91 22) 6632 2209
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Buy Accumulate Reduce Sell
PL’s Recommendation Nomenclature
BUY : Over 15% Outperformance to Sensex over 12-months Accumulate :  Outperformance to Sensex over 12-months
Reduce :  Underperformance to Sensex over 12-months Sell : Over 15% underperformance to Sensex over 12-months
Trading Buy : Over 10% absolute upside in 1-month Trading Sell : Over 10% absolute decline in 1-month
Not Rated (NR) : No specific call on the stock Under Review (UR) : Rating likely to change shortly

This document has been prepared by the Research Division of Prabhudas Lilladher Pvt. Ltd. Mumbai, India (PL) and is meant for use by the recipient only as information
and is not for circulation. This document is not to be reported or copied or made available to others without prior permission of PL. It should not be considered or taken
as an offer to sell or a solicitation to buy or sell any security.

The information contained in this report has been obtained from sources that are considered to be reliable. However, PL has not independently verified the accuracy or
completeness of the same. Neither PL nor any of its affiliates, its directors or its employees accept any responsibility of whatsoever nature for the information,
statements and opinion given, made available or expressed herein or for any omission therein.

Recipients of this report should be aware that past performance is not necessarily a guide to future performance and value of investments can go down as well. The
suitability or otherwise of any investments will depend upon the recipient's particular circumstances and, in case of doubt, advice should be sought from an independent
expert/advisor.

Either PL or its affiliates or its directors or its employees or its representatives or its clients or their relatives may have position(s), make market, act as principal or
engage in transactions of securities of companies referred to in this report and they may have used the research material prior to publication.

We may from time to time solicit or perform investment banking or other services for any company mentioned in this document.




