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Statistical Abstract             
                

Year to Net Profit Diluted EPS EPS growth P/E P/B ROE Yield

31 Mar (RsM) (Rs) (%) (x) (x) (%) (%)

2007A 3,133 4.18 60.7 16.5 4.1 26.7 1.8

2008A 4,747 6.33 51.5 10.9 3.2 32.8 2.2

2009E 5,184 6.91 9.2 10.0 2.6 28.8 2.5

2010E 5,795 7.73 11.8 8.9 2.2 26.4 2.9

2011E 6,238 8.32 7.6 8.3 1.8 23.8 2.9

Source: Powered by dataCentral          
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Petronet LNG (PLNG.BO) 
Sell: Disappointing 1Q Results 
  

 1Q well below estimates — PLNG’s 1Q PAT came in at Rs1.03bn, down 2.2% 
YoY and significantly below our expectations. Despite volumes increasing QoQ 
from 82 to 99 TBTUs as was expected, EBITDA did not grow correspondingly 
and in fact registered a sharp decline (46.8% QoQ, 5.2% YoY) due to losses 
made on spot cargoes. 

 Losses on spot cargoes drive down profitability — Petronet bought and 
regassified c5 spot cargoes during the quarter, which contributed to the QoQ 
increase in volumes. Though global LNG prices were down sharply in the 
quarter due to the economic slowdown, Petronet had probably contracted 
these at higher prices and was unsuccessful in passing the prices to 
consumers when prices fell. This was likely further exacerbated by the 
commencement of KG gas which resulted in consumers shifting away from spot 
gas. This is a trend that we expect will likely continue over the coming few 
quarters and is the main thesis our Sell recommendation is premised on. 

 Maintain Sell — Given total capacity of 17.5 MMTPA after expansion, PLNG 
would have to sign more long-term contracts or continue its reliance on spot 
cargoes to improve its utilization levels (we factor total long-term plus spot 
volumes of 14.1 MMTPA in the long-term in our DCF). Spot volumes could be 
under risk with commencement of KG gas and if LNG prices pick up from 
current levels. Besides, robust long-term LNG outlook increases uncertainty for 
the company. Power plans, though interesting, are still a few years away and 
would be contingent on competitive pricing of long-term LNG. At current 
prices, the stock appears fully valued. W maintain our Sell (3H) rating.  
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Price (20 Jul 09) Rs68.95
Target price Rs71.00
Expected share price return 3.0%
Expected dividend yield 2.5%
Expected total return 5.5%
Market Cap Rs51,713M
  US$1,065M
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Fiscal year end 31-Mar 2007 2008 2009E 2010E 2011E

Valuation Ratios
P/E adjusted (x) 16.5 10.9 10.0 8.9 8.3
EV/EBITDA adjusted (x) 9.3 7.0 7.1 5.8 5.8
P/BV (x) 4.1 3.2 2.6 2.2 1.8
Dividend yield (%) 1.8 2.2 2.5 2.9 2.9
Per Share Data (Rs)
EPS adjusted 4.18 6.33 6.91 7.73 8.32
EPS reported 4.18 6.33 6.91 7.73 8.32
BVPS 17.01 21.58 26.50 31.94 37.98
DPS 1.25 1.50 1.75 2.00 2.00

Profit & Loss (RsM)
Net sales 55,090 65,553 84,287 143,885 141,018
Operating expenses -49,629 -57,914 -76,299 -133,659 -129,897
EBIT 5,460 7,640 7,988 10,226 11,121
Net interest expense -1,070 -1,024 -1,012 -1,733 -1,785
Non-operating/exceptionals 366 536 765 235 59
Pre-tax profit 4,756 7,152 7,740 8,728 9,395
Tax -1,623 -2,405 -2,556 -2,933 -3,157
Extraord./Min.Int./Pref.div. 0 0 0 0 0
Reported net income 3,133 4,747 5,184 5,795 6,238
Adjusted earnings 3,133 4,747 5,184 5,795 6,238
Adjusted EBITDA 6,481 8,661 9,013 12,125 13,036
Growth Rates (%)
Sales 43.6 19.0 28.6 70.7 -2.0
EBIT adjusted 41.0 39.9 4.6 28.0 8.8
EBITDA adjusted 32.8 33.7 4.1 34.5 7.5
EPS adjusted 60.7 51.5 9.2 11.8 7.6

Cash Flow (RsM)
Operating cash flow 5,106 8,288 5,813 7,495 8,225
Depreciation/amortization 1,020 1,022 1,025 1,899 1,915
Net working capital -131 2,300 -427 -513 -266
Investing cash flow -3,765 -6,042 -9,470 -12,844 -10,300
Capital expenditure -3,765 -6,042 -9,470 -12,844 -10,300
Acquisitions/disposals 0 0 0 0 0
Financing cash flow 136 628 727 1,290 290
Borrowings 1,233 1,944 2,224 3,000 2,000
Dividends paid -1,097 -1,316 -1,497 -1,710 -1,710
Change in cash 1,478 2,874 -2,930 -4,059 -1,785

Balance Sheet (RsM)
Total assets 34,936 43,242 53,924 67,531 74,015
Cash & cash equivalent 3,405 3,586 5,939 1,880 95
Accounts receivable 3,313 3,330 3,926 6,701 6,568
Net fixed assets 21,273 26,293 34,738 45,683 54,068
Total liabilities 22,181 27,057 34,051 43,572 45,529
Accounts payable 3,125 3,388 8,083 14,244 13,816
Total Debt 13,832 15,776 18,000 21,000 23,000
Shareholders' funds 12,755 16,186 19,873 23,958 28,486

Profitability/Solvency Ratios (%)
EBITDA margin adjusted 11.8 13.2 10.7 8.4 9.2
ROE adjusted 26.7 32.8 28.8 26.4 23.8
ROIC adjusted 17.5 20.0 16.5 16.9 15.0
Net debt to equity 81.7 75.3 60.7 79.8 80.4
Total debt to capital 52.0 49.4 47.5 46.7 44.7

For further data queries on Citi's full coverage universe 
please contact CIR Data Services Asia Pacific at 
CIRDataServicesAsiaPacific@citi.com or +852-2501-
2791
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Figure 1. Petronet LNG – 1QFY10 Results 

Rs m 1QFY09 4QFY09 1QFY10 % YoY Comments 
Net Sales 16,459 26,549 26,124 58.7% Revenues not commensurate with rise in volumes due to negative margins on spot 

volumes 
Raw Material 14,231 22,533 24,020 68.8%  
Staff Cost 39 84 41 5.9%  
Other expenditure 271 514 245 -9.5%  
EBITDA 1,918 3,417 1,818 -5.2% Decline due to losses made on spot cargoes, which were contracted at higher prices 

that could not be passed on to consumers, combined with commencement of KG 
gas which saw consumers switching away from spot volumes 

EBITDA Margin 11.7% 12.9% 7.0%   
Interest 251 265 283 13.0% To increase from 1Q following commissioning of the Dahej expansion in July 
Depreciation 255 253 256 0.3% To increase from 1Q following commissioning of the Dahej expansion in July 
Other Income 167 199 288 73.2% Includes some forex gains which are a pass through but which get included in 

other income 
PBT 1,578 3,098 1,567 -0.7%  
Tax - Current 512 1,048 522 2.0%  
Tax - Deferred 10 7 12 20.0%  
Tax rate 33.0% 34.0% 34.1%   
PAT 1,056 2,044 1,033 -2.2%  
      
Volumes (TBTUs) 78.0 82.5 95.8 22.9% Includes long-term volumes of 63 TBTU (flat qoq), RGPPL volumes, and ~5 spot 

cargoes during the quarter 

Source: Company Reports, Citi Investment Research and Analysis estimates 
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Petronet LNG 
 
Company description 

Petronet LNG was promoted as a joint venture of four state-owned oil & gas 
companies (GAIL, IOC, ONGC, and BPCL), which together hold 50% of its 
equity. Gaz De France owns 10% of PLNG's equity. PLNG runs a 5MTPA LNG 
receiving and regassification terminal at Dahej on the western coast of India, 
which is being expanded to 10MTPA by end-08. It is also setting up another 
greenfield terminal at Kochi with a capacity of 2.5MTPA by 1QCY12. 
Regassified LNG from the Dahej terminal has access to the developed gas 
markets of Gujarat and, through GAIL's Dahej-Vijaipur pipeline, its gas is piped 
to the consumption centers linked to GAIL's HBJ pipeline. 
 
Investment strategy 

We rate PLNG shares as Sell / High Risk (3H). PLNG earns a fixed, steady 
regassification charge and has de-risked its business model from the 
commodity cycles. We have a negative view on the stock owing to: 1) limited 
long-term visibility on volumes compared to its total capacity with increasing 
reliance on spot volumes, 2) risk to demand for spot with KG gas commencing 
production and spot prices expected to recover by end-2009, and 3) long-term 
global LNG outlook remaining robust which will support LT LNG prices. 
Further, with Henry Hub prices likely to rise over the medium-term, and the 
long-term LNG market remaining robust, spot LNG prices could recover from 
current lows (c.US$4 ex-ship). This could pressure PLNG's utilization levels 
and marketing margins especially given the start of KG gas, notwithstanding 
improved economics vis-à-vis naphtha. 
 
Valuation 

Our target price of Rs71 is based on our DCF-based fair value estimate for Mar-
2010E. We use a DCF-based valuation, as we think it captures the value of the 
projects over their lifetime, especially given that PLNG's near-term cash flow is 
affected by its aggressive expansion. In our DCF analysis, we have used explicit 
forecasts for 10 years, long-term volumes of 14.1 MMTPA, a terminal growth 
rate of 3%, and a WACC varying with the D/E structure of the company (based 
on risk-free rate of 6.5%, cost of debt of 9.5%, beta of 1.0x, market risk 
premium of 6.0%). 
 
Risks 

We assign a High Risk rating for PLNG shares in line with our quantitative risk-
rating system, which tracks 260-day historical share price volatility. Upside 
risks which could cause the shares to trade above our target price include: (1) 
higher utilization or faster commissioning of regassification capacities than 
assumed by us, (2) better acceptability of higher-priced spot LNG by the 
domestic market, and (3) tie-up of long-term gas supplies for the expanded 
capacity. 
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Appendix A-1 
Analyst Certification 

Each research analyst(s) principally responsible for the preparation and content of all or any identified portion of this research report hereby certifies that, with 
respect to each issuer or security or any identified portion of the report with respect to an issuer or security that the research analyst covers in this research 
report, all of the views expressed in this research report accurately reflect their personal views about those issuer(s) or securities. Each research analyst(s) also 
certify that no part of their compensation was, is, or will be, directly or indirectly, related to the specific recommendation(s) or view(s) expressed by that research 
analyst in this research report. 
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Citigroup Global Markets Inc. or its affiliates has received compensation for investment banking services provided within the past 12 months from Petronet LNG. 

Citigroup Global Markets Inc. or its affiliates expects to receive or intends to seek, within the next three months, compensation for investment banking services from 
Petronet LNG. 

Citigroup Global Markets Inc. or an affiliate received compensation for products and services other than investment banking services from Petronet LNG in the past 12 
months. 

Citigroup Global Markets Inc. currently has, or had within the past 12 months, the following as investment banking client(s): Petronet LNG. 

Citigroup Global Markets Inc. currently has, or had within the past 12 months, the following as clients, and the services provided were non-investment-banking, non-
securities-related: Petronet LNG. 

Analysts' compensation is determined based upon activities and services intended to benefit the investor clients of Citigroup Global Markets Inc. and its affiliates ("the 
Firm"). Like all Firm employees, analysts receive compensation that is impacted by overall firm profitability which includes investment banking revenues. 

For important disclosures (including copies of historical disclosures) regarding the companies that are the subject of this Citi Investment Research & Analysis product 
("the Product"), please contact Citi Investment Research & Analysis, 388 Greenwich Street, 29th Floor, New York, NY, 10013, Attention: Legal/Compliance. In addition, the 
same important disclosures, with the exception of the Valuation and Risk assessments and historical disclosures, are contained on the Firm's disclosure website at 
www.citigroupgeo.com.   Valuation and Risk assessments can be found in the text of the most recent research note/report regarding the subject company. Historical 
disclosures (for up to the past three years) will be provided upon request. 

Citi Investment Research Ratings Distribution    
Data current as of 30 Jun 2009 Buy Hold Sell
Citi Investment Research Global Fundamental Coverage 41% 38% 21%

% of companies in each rating category that are investment banking clients 46% 45% 39%
Guide to Fundamental Research Investment Ratings: 
Citi Investment Research's stock recommendations include a risk rating and an investment rating. 
Risk ratings, which take into account both price volatility and fundamental criteria, are: Low (L), Medium (M), High (H), and Speculative (S). 
Investment ratings are a function of Citi Investment Research's expectation of total return (forecast price appreciation and dividend yield within the next 12 months) and 
risk rating. 

For securities in emerging markets (Asia Pacific, Emerging Europe/Middle East/Africa, and Latin America), investment ratings are:Buy (1) (expected total return of 15% or 
more for Low-Risk stocks, 20% or more for Medium-Risk stocks, 30% or more for High-Risk stocks, and 40% or more for Speculative stocks); Hold (2) (5%-15% for Low-
Risk stocks, 10%-20% for Medium-Risk stocks, 15%-30% for High-Risk stocks, and 20%-40% for Speculative stocks); and Sell (3) (5% or less for Low-Risk stocks, 10% 
or less for Medium-Risk stocks, 15% or less for High-Risk stocks, and 20% or less for Speculative stocks). 
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Investment ratings are determined by the ranges described above at the time of initiation of coverage, a change in investment and/or risk rating, or a change in target 
price (subject to limited management discretion). At other times, the expected total returns may fall outside of these ranges because of market price movements and/or 
other short-term volatility or trading patterns. Such interim deviations from specified ranges will be permitted but will become subject to review by Research Management. 
Your decision to buy or sell a security should be based upon your personal investment objectives and should be made only after evaluating the stock's expected 
performance and risk. 
Guide to Corporate Bond Research Credit Opinions and Investment Ratings: Citi Investment Research's corporate bond research issuer publications include a fundamental 
credit opinion of Improving, Stable or Deteriorating and a complementary risk rating of Low (L), Medium (M), High (H) or Speculative (S) regarding the credit risk of the 
company featured in the report. The fundamental credit opinion reflects the CIR analyst's opinion of the direction of credit fundamentals of the issuer without respect to 
securities market vagaries. The fundamental credit opinion is not geared to, but should be viewed in the context of debt ratings issued by major public debt ratings 
companies such as Moody's Investors Service, Standard and Poor's, and Fitch Ratings. CBR risk ratings are approximately equivalent to the following matrix: Low Risk 
Triple A to Low Double A; Low to Medium Risk High Single A through High Triple B; Medium to High Risk Mid Triple B through High Double B; High to Speculative Risk Mid 
Double B and Below. The risk rating element illustrates the analyst's opinion of the relative likelihood of loss of principal when a fixed income security issued by a company 
is held to maturity, based upon both fundamental and market risk factors. Certain reports published by Citi Investment Research will also include investment ratings on 
specific issues of companies under coverage which have been assigned fundamental credit opinions and risk ratings. Investment ratings are a function of Citi Investment 
Research's expectations for total return, relative return (to publicly available Citigroup bond indices performance), and risk rating. These investment ratings are: 
Buy/Overweight the bond is expected to outperform the relevant Citigroup bond market sector index (Broad Investment Grade, High Yield Market or Emerging Market), 
performances of which are updated monthly and can be viewed at http://sd.ny.ssmb.com/ using the "Indexes" tab; Hold/Neutral Weight the bond is expected to perform in 
line with the relevant Citigroup bond market sector index; or Sell/Underweight the bond is expected to underperform the relevant sector of the Citigroup indexes. 

Non-US research analysts who have prepared this report are not registered/qualified as research analysts with the NYSE and/or NASD. Such research analysts may not be 
associated persons of the member organization and therefore may not be subject to the NYSE Rule 472 and NASD Rule 2711 restrictions on communications with a subject 
company, public appearances and trading securities held by a research analyst account. The legal entities employing the authors of this report are listed below: 

Citigroup Global Markets India Private Limited Saurabh Handa,Rahul Singh,Garima Mishra 

OTHER DISCLOSURES 

The subject company's share price set out on the front page of this Product is quoted as at 20 July 2009 03:57 PM on the issuer's primary market. 

For securities recommended in the Product in which the Firm is not a market maker, the Firm is a liquidity provider in the issuers' financial instruments and may act as 
principal in connection with such transactions. The Firm is a regular issuer of traded financial instruments linked to securities that may have been recommended in the 
Product. The Firm regularly trades in the securities of the issuer(s) discussed in the Product. The Firm may engage in securities transactions in a manner inconsistent with 
the Product and, with respect to securities covered by the Product, will buy or sell from customers on a principal basis. 

Securities recommended, offered, or sold by the Firm: (i) are not insured by the Federal Deposit Insurance Corporation; (ii) are not deposits or other obligations of any 
insured depository institution (including Citibank); and (iii) are subject to investment risks, including the possible loss of the principal amount invested. Although 
information has been obtained from and is based upon sources that the Firm believes to be reliable, we do not guarantee its accuracy and it may be incomplete and 
condensed. Note, however, that the Firm has taken all reasonable steps to determine the accuracy and completeness of the disclosures made in the Important Disclosures 
section of the Product. The Firm's research department has received assistance from the subject company(ies) referred to in this Product including, but not limited to, 
discussions with management of the subject company(ies). Firm policy prohibits research analysts from sending draft research to subject companies. However, it should be 
presumed that the author of the Product has had discussions with the subject company to ensure factual accuracy prior to publication. All opinions, projections and 
estimates constitute the judgment of the author as of the date of the Product and these, plus any other information contained in the Product, are subject to change without 
notice. Prices and availability of financial instruments also are subject to change without notice. Notwithstanding other departments within the Firm advising the 
companies discussed in this Product, information obtained in such role is not used in the preparation of the Product. Although Citi Investment Research does not set a 
predetermined frequency for publication, if the Product is a fundamental research report, it is the intention of Citi Investment Research to provide research coverage of 
the/those issuer(s) mentioned therein, including in response to news affecting this issuer, subject to applicable quiet periods and capacity constraints. The Product is for 
informational purposes only and is not intended as an offer or solicitation for the purchase or sale of a security. Any decision to purchase securities mentioned in the 
Product must take into account existing public information on such security or any registered prospectus. 

Investing in non-U.S. securities, including ADRs, may entail certain risks. The securities of non-U.S. issuers may not be registered with, nor be subject to the reporting 
requirements of the U.S. Securities and Exchange Commission. There may be limited information available on foreign securities. Foreign companies are generally not 
subject to uniform audit and reporting standards, practices and requirements comparable to those in the U.S. Securities of some foreign companies may be less liquid and 
their prices more volatile than securities of comparable U.S. companies. In addition, exchange rate movements may have an adverse effect on the value of an investment in 
a foreign stock and its corresponding dividend payment for U.S. investors. Net dividends to ADR investors are estimated, using withholding tax rates conventions, deemed 
accurate, but investors are urged to consult their tax advisor for exact dividend computations. Investors who have received the Product from the Firm may be prohibited in 
certain states or other jurisdictions from purchasing securities mentioned in the Product from the Firm. Please ask your Financial Consultant for additional details. 
Citigroup Global Markets Inc. takes responsibility for the Product in the United States. Any orders by US investors resulting from the information contained in the Product 
may be placed only through Citigroup Global Markets Inc. 

Important Disclosures for Morgan Stanley Smith Barney LLC Customers: Morgan Stanley & Co. Incorporated (Morgan Stanley) research reports may be available about the 
companies that are the subject of this Citi Investment Research & Analysis (CIRA) research report.  Ask your Financial Advisor or use smithbarney.com to view any available 
Morgan Stanley research reports in addition to CIRA research reports.  In addition to the disclosures on this research report and on the CIRA disclosure website 
(https://www.citigroupgeo.com/geopublic/Disclosures/index_a.html), important disclosures regarding the relationship between the companies that are the subject of this 
report and Morgan Stanley Smith Barney LLC, Morgan Stanley or any of its affiliates, are available at www.morganstanley.com/researchdisclosures.  
This CIRA research report has been reviewed and approved on behalf of Morgan Stanley Smith Barney LLC.  This review and approval was conducted by the same person 
who reviewed this research report on behalf of CIRA.  This could create a conflict of interest. 

The Citigroup legal entity that takes responsibility for the production of the Product is the legal entity which the first named author is employed by.  The Product is made 
available in Australia through Citigroup Global Markets Australia Pty Ltd. (ABN 64 003 114 832 and AFSL No. 240992), participant of the ASX Group and regulated by the 
Australian Securities & Investments Commission.  Citigroup Centre, 2 Park Street, Sydney, NSW 2000.  The Product is made available in Australia to Private Banking 
wholesale clients through Citigroup Pty Limited (ABN 88 004 325 080 and AFSL 238098). Citigroup Pty Limited provides all financial product advice to Australian Private 
Banking wholesale clients through bankers and relationship managers.  If there is any doubt about the suitability of investments held in Citigroup Private Bank accounts, 
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