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Gujarat State Petronet Limited

Gujarat State Petronet Limited or “GSPL” is a GSPC Group company
and a pioneer in developing energy transportation infrastructure and
connecting natural gas supply basins and LNG terminals to growing
markets. The company has continuously expanded its pipeline network
in Gujarat wherein the current span of the Grid under operation is
approximately 1900 Km.

Moderate financial performancein FY 11

During FY 11, GSPL recorded flattish growth of 4.8% in Net Sales to
Rs 1039 Crore as compared to Rs 992 Crore (FY 10). This was despite
steady growth in Volumes by 11.4% to 13005 MMSCM (35.6
MMSCMD) as tariffs dropped over 6% to Rs 799/'000SCM (FY 11)
compared to Rs 849/000SCM (FY 10). For the quarter too,
performance was lower than anticipated as Net Sales rose 1.1% YoY
and fell 8.6% QoQ to Rs 255 Crore (Q4, 11). Imputed by lower
volumes, transmission tariffs remained weak for Q4 11 too and
reported 1.3% growth YoY while slipped 7.2% QoQ.

EBITDA tracks Top-line; Bottom-line incited by low Depreciation
For FY 11, EBITDA was higher by modest 3% to Rs 969 Crore though
for the Mar 11 quarter, it fell by 5.4% YoY and 11.3% QoQ to Rs 233
Crore. EBITDA margin for both annually and quarterly basis dipped
by over 200 bps and stood at 90.1% (Q4, 11) and 92.6% (FY 11). This
was due to the twin effect of lower tariffs and higher Other Exp.

Net profit however, surged by 39.7% for the quarter to Rs 151 Crore
and jumped by 22.4% annually to Rs 506 Crore aided by change in the
depreciation policy of the company. It's quarterly depreciation came-in
atRs-17 Crore while for FY 11 it stood (-45.1%) at Rs 130 Crore due to
the change in its dep policy and change in rate of dep from 4.75% to
3.17% SLM (30 year life). In Q311, GSPL accounted for change in
depreciation rate from 8.33% (12 year life) to 4.75%.

GSPL operates the largest Intra-state gas network in the country
Currently GSPL holds the largest gas transmission network in Gujarat
and is undergoing expansion to enhance its network to 2500 Km over
the next two-three years. At present, the company transports over 35
MMSCMD of natural gas to more than 30 customers including
Refineries, Steel Plants, Fertilizer Plants and Power Plants among
others. The ongoing expansion is anticipated to step-up its gas supply
volumes to around 45 MMSCMD over the next few years. We expect
GSPL to record Transmission volumes of 38.3 MMSCMD and
40.6MMSCMD for FY 12E and FY 13E respectively.

We are optimistic about the overall growth prospects of the Gas
Transmission sector in India and remain bullish on GSPL owing to its
dominant network positioning in Gujarat meanwhile the recent orders
from PNGRB shall help it to enhance its transmission network in
different parts of the country. We recommend an “Accumulate”
rating on the stock for a Medium to Long-Term Target of Rs 112.
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Stock/Index Performance %

GSPL -127% 24.5%
BSE Sensex -3.0% -83%
NSE Nifty -3.1% -83%
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Particulars (inRs. crore) | FY 10 | FY 11 | FY 12E | FY 13E

Operating Income 1000.9 1046.5 1071.2 11585
Operating Expenses 59.5 772 86.8 98.9
EBITDA 941.3 969.4 984 .4 1059.6
Depreciation 236.5 129.9 149.2 167.1
Interest 93.8 96.1 138.8 162.8
Net Profit 413.8 506.4 481.7 505.7
EPS (in Rs.) 74 9.0 8.6 9.0
P/E 12.1 9.9 10.4 9.9
P/BV 32 2.5 2.1 1.8
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Disclaimer:

This document has been prepared by JRG Securities Ltd. and is meant for the recipient for use as intended and not for circulation. The information presented in this
document is not an offer/recommendation to buy or sell securities. Opinions expressed in this article are the independent views of the author(s). The information/s,
opinions and analysis contained are collected from sources believed to be reliable, but no representation, expressed or implied, is made as to its accuracy, completeness
or correctness. Neither JRG Securities Ltd., nor any person connected with it, accepts any liability arising from the use of this document. It should be noted that price and
value of the security/ies referred to in this report may go up or down and that past performance is not a guide for future performance. Investors are urged to exercise their
own judgment before investment as security/ies discussed in this report may not be suitable for all investors. Investors must make their own investment decision based on
their own investment objectives, goals and financial position and based on their own analysis. We will be updating you in due course about the positive or negative
developments, directly or indirectly affecting the security/ies discussed in this report. But, it should be noted that JRG Securities and its associated companies, their
directors and employees do not undertake any obligation to update or keep the information current. Also there may be regulatory, compliance, or other reasons that may
prevent JRG Securities from doing so. JRG Securities Ltd., may, on the date of this report, and from time to time, have long or short positions in, and buy or sell the securities
of the companies mentioned herein or engage in any other transaction involving such securities and earn brokerage or compensation or act as advisor or have other potential
conflict of interest with respect to security/ies mentioned herein or inconsistent with any recommendation and related information and opinions.
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