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Time for asset sweating

Gammon Infrastructure Projects Ltd (GIPL), Q4FY10 Revenue, EBIDTA and Net Profit
were better than our expectation. With the Mumbai-Nashik Road BOT project
expected to start tolling by May-10 end, cash flow visibility would improve. We retain
our BUY on GIPL with a target price of Rs37. Key highlights of the Q4FY10 earnings
call of the Company are presented here.

Road BOT’s ; Asset sweating to start: GIPL has achieved COD for MNEL with
64km of Nashik end expected to toll from 29" May 2010, balance 36km is estimated
to be commissioned by Q3FY11e. For the first year expected revenue should be
about Rs700mn and for FY12e revenue would ramp up to Rs1,200mn. EBIDTA
margins should be about 85%. Kosi Bridge project is expected to achieve COD by
Mid-FY12e, Gorakpur Road BOT by early CY11e & Rajamundry Bridge Project by
CY12e. During the year, GIPL incurred a first 5 year periodic maintenance in Andhra
Expressway and Rajomundry Expressway, resulting in FY10 Revenue, EBIDTA
contribution of Rs840mn & Rs80mn respectively. EBIDTA margins declined by 600bps
adjusted for period maintenance on account of higher contribution from VSPL which
clocked EBIDTA margins of 45% during the year.

Rebound in Ports Container volume: During FY10 the Vizag port (VSPL) handled
6.5mn (4.7mn TPA during FY09) tonnes of cargo against capacity of 7mn TPA, GIPL
is looking at increasing capacity of the terminal to 9mn TPA through a Capex of
Rs500mn during 2HFY11e. VSPL recorded revenue of Rs1,140mn in FY10 versus
Rs730mn in FY09, GIPL consolidated about Rs820mn in revenues from VSPL.
Mumbai-Port progress is slow with COD expected around 2HCY12.

Strong development order book: GIPL has a development order book of Rs130bn
of which the operational assets would be about Rs20bn by FY11e. Annual equity
requirement is about Rs4bn which the company is looking to fund through a mix of
Rs1.2bn of cash in hand and leveraging standalone BS which is debt free with a
Networth of Rs5.4bn, also stake monetization in existing BOT’s is being looked at.

Outlook and Valuations

We retain BUY on the stock with a SOTP-based target price of Rs37 (valuing Road
BOTs at Rs17.7/share, Power Projects at Rs6.9/share, Ports at Rs8.3/share based on
DCF, new projects at Rs4.1 on 0.3x P/BY). Near term trigger include financial closure
of Patna-Muzaffarpur Annuity project, Financial closure of Sikkim Hydro Power
project and Mumbai- Nashik traffic numbers.

Exhibit 1: Key financials

Yearly (Rs mn) FYO08 FY09 FY10 FY11E FY12E
Operating income 1,594 1,905 3,278 3,216 4,481
EBITDA 1,149 1,133 1,378 1,972 2,893
Net profit 183 326 256 136 155
EPS (Rs) 0.3 0.5 0.4 0.2 0.2
RoE (%) 4.6 5.7 4.0 2.1 2.3
RoCE (%) 4.1 4.5 3.2 2.2 2.7
P/E (x) 102.7 57.7 73.5 138.2 121.5
ISource: Company, Ambit Capital research estimates
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CMP: Rs26
Target Price (Period): Rs37
Previous TP: Rs37
Upside/Downside (%) 42
EPS (FY11): Rs0.2

Stock Information

Mkt cap: Rs18,778mn/US$400mn
52-wk H/L: 31/17
3M Avg. daily vol. (mn): 3
Beta (x): 1.2
BSE Sensex: 16022
Nifty: 4807

Stock Performance (%)

™M 3M 12M YTD
Absolute -10.8 5.7 222 10.7
Rel. to Sensex -1.5 7.2 6.1 20.6
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Ambit Capital and / or its affiliates do and seek to do business including investment banking with companies covered in its research reports. As a result, investors should be aware that Ambit
Capital may have a conflict of interest that could affect the objectivity of this report. Investors should consider this report as only a single factor in making their investment decision.

Please refer to disclaimer section on the last page for further important disclaimer.
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Explanation of Investment Rating

Investment Rating Expected return
(over 12-month period from date of initial rating)

Buy >15%

Hold 5% to 15%

Sell <5%

Disclaimer

This report or any portion hereof may not be reprinted, sold or redistributed without the written consent ot Ambit Capital. AMBIT Capital Research is disseminated and available primarily
electronically, and, in some cases, in printed form.

Additional information on recommended securities is available on request.
DISCLAIMER

1. If you are dissatisfied with the contents of this complimentary Report or with the terms of this Disclaimer, your sole and exclusive remedy is to stop using the Report
and AMBIT Capital Private Limited ("AMBIT Capital") shall not be responsible and/ or liable in any manner.

2. This Report has been issued by AMBIT Capital for the information of its clients/potential clients only.

3. If this Report is received by any client of an affiliate of AMBIT Capital, in addition to the provisions setout in this Disclaimer, its provision to the recipient is subject to
the terms of business in place between the AMBIT Capital and such affiliate.

4. AMBIT Capital is a Stock Broker registered with Securities and Exchange Board of India Limited (SEBI) and so it is regulated by SEBI.

5. This Report is not and should not be construed as an investment advice to any client to acquire, subscribe, purchase, sell, dispose of, retain any securities or an
offer to sell or the solicitation of an offer to purchase or subscribe for any investment or as an official endorsement of any investment.

6. If '‘Buy', 'Sell', or 'Hold' recommendation is made in this Report such recommendation or view or opinion expressed on investments in this Report is not intended to
constitute investment advice and should not be intended or treated as a substitute for necessary review or validation or any professional advice. The views
expressed in this Report are those of the analyst which are subject to change and do not represent to be an authority on the subject. AMBIT Capital may or may not
subscribe to any and/ or all the views expressed herein.

7. AMBIT Capital makes best endeavour to ensure that the analyst(s) use current, reliable, comprehensive information and obtain such information from sources
which the analyst(s) believes to be reliable. However, such information has not been independently verified by AMBIT Capital or the analyst(s).

8. The information, opinions and views contained within this Report are based upon publicly available information and rates of taxation at the time of publication
which are subject to change from time to time without any prior notice. Reports may be updated anytime without any prior notice to any and/ or all client(s).

9. AMBIT Capital makes no guarantee, representation or warranty, express or implied; and accepts no responsibility or liability as to the accuracy or completeness or
currentness of the information in this Report.

10. Please note that past performance is not necessarily a guide to evaluate future performance.

11. AMBIT Capital and its affiliates and their respective officers directors and employees may hold positions in any securities mentioned in this Report (or in any related
investment) and may from time to time add to or dispose of any such securities (or investment).

12. Affiliate(s) of AMBIT Capital may from time to time render advisory and other services to companies being referred to in this Report and receive compensation for
the same.
13. AMBIT Capital may act as a market maker or risk arbitrator or liquidity provider or may have assumed an underwriting commitment in the securities of companies

discussed in this Report (or in related investments) or may sell them or buy them from clients on a principal to principal basis or may be involved in proprietary
trading and may also perform or seek to perform investment banking or underwriting services for or relating to those companies and may also be represented in
the supervisory board or on any other committee of those companies.

14. AMBIT Capital may sell or buy any securities or make any investment which may be contrary to or inconsistent with this Report.
15. This Report should be read and relied upon at the sole discretion and risk of the client.
16. The value of any investment made at your discretion based on this Report or income therefrom may be affected by changes in economic, financial and/ or political

factors and may go down as well as up and you may not get back the full or the expected amount invested. Some securities and/ or investments involve substantial
risk and are not suitable for all investors.

17. This Report is being supplied to you solely for your information and may not be reproduced, redistributed or passed on, directly or indirectly, to any other person or
published, copied in whole or in part, for any purpose. Neither this Report nor any copy of it may be taken or transmitted or distributed, directly or indirectly within
India or into any other country including United States (to US Persons), Canada or Japan or to any resident thereof. The distribution of this Report in other
jurisdictions may be strictly restricted and/ or prohibited by law, and persons into whose possession this Report comes should inform themselves about such
restriction and/ or prohibition, and observe any such restrictions and/ or prohibition.

18. Neither AMBIT Capital nor its affiliates or their directors, employees, agents or representatives, shall be responsible or liable in any manner, directly or indirectly,
for views or opinions expressed in this Report or the contents or any errors or discrepancies herein or for any decisions or actions taken in reliance on the Report or
inability to use or access our service or this Report or for any loss or damages whether direct or indirect, incidental, special or consequential including without
limitation loss of revenue or profits or any loss or damage that may arise from or in connection with the use of or reliance on this Report or inability to use or
access our service or this Report.
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