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TAKING STOCK 5

Gujarat State Petronet ¥349.80

Step on the gas

Geared up to deliver healthy revenue growth as government pushes for higher gas usage

SATYA SONTANAM

BL Research Bureau

The stock of Gujarat State Petronet
Limited (GSP) has rallied by around
65 per cent in the last one year to
%349.80. This was on the back of re-
newed demand for natural gas as the
economy picked up and favourable
regulatory measures for the industry,
especially for the city gas distribution
(CGD) network.

GSP, which is the largest natural gas
transmission player next to GAIL in
India, will be a beneficiary of govern-
ment’s push to increase the share of
gas in India’s energy mix. This,
coupled with GSP’s expansion plans
to cater to the rising gas demand,
makes the company look well placed
to deliver healthy revenue growth.

At the current market price, GSP is
valued at about 11 times its estimated
earnings (Bloomberg consensus) for
the next one year as against the last
five-year average of about 10 times.
While the stock is slightly expensive
relative to historical levels, it seems to
be a good bet for long-term investors
given the scope for growth from
the structural shift happenin
(increase in the share of gas
in energy mix). Thus, in-
vestors with high-riskappet- [
ite can consider accumulat-
ing the stock on dips.

Volume visibility

The company transported
over 146.2 mmscmd (mil-
lion metric standard cubic
metre per day) of natural
gas in FY21, lower by 3 per

cent y-0-y, to customers in-  Sector

= Beneficiary of
expected structural
reformin energy
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Hazira, Petronet LNG’s terminal at Da-
hej, GSPC LNG’s terminal at Mundra
along with the Panna-Mukta-Tapti gas
fields.

Going ahead, the re-gas capacity
alone in Gujarat is expected to in-
crease by more than 50 per cent from

the current levels of 24 mmtpa

(million metric tonne per
s, annum) due to new LNG
} terminals, adding more

to business prospects.
The government's
thrust to increase the
share of natural gas (NG) in
the energy basket from
around six per cent now
to15 per cent by 2030, will
be another driver for sus-
tainable business to GSP.
The company has re-
ceived necessary ap-

cluding refineries, fertilizer

* Low leverage

provals from the Petro-

plants, petrochemical i e for leum and Natural Gas
plants, power plants, CGD gx > 5cop Regulatory Board (PN-
, pansion . )
companies and  other GRB) for developing addi-
industries. = Reasonable tional connectivity with
GSP’s current pipeline valuations Petronet’s Dahej ter-

network connects to major
gas supply sources in Gujarat. These
include collection points near the
natural gas fields of Hazira, re-gassi-
fied LNG from Shell’s terminal at

minal, to ensure requisite
infrastructure for offtake of higher
volumes from the terminal.

Further, discussions with PNGRB
for achieving connectivity with other

upcoming terminals in Gujarat, are
also underway.

In addition to current gas transmis-
sion network of about 2,700 km, addi-
tional 3000 km is expected to be de-
veloped in Gujarat with an outreach
to all the 25 districts of Gujarat in the
long-run. The company plans to ex-
pand its pipeline network outside the
state of Gujarat by way of participat-
ing in Natural Gas Pipeline bidding
carried out by PNGRB.

GSP will also be a huge beneficiary
of city gas distribution network in In-
dia, for which various steps are being
taken by the government.

The company’s sharehold-
ing in the CGD players - Gujarat
Gas (54.17 per cent holding)
and Sabarmati Gas (27.47 per
cent) will give a leg-up to the
earnings of the GSP going
ahead.

GSP network’s share of sales
to CGD players has already increased
to 40 per cent in Q4 FY21 from 25 per
cent and 30 per cent in FY19 and FY20
respectively.

Further, the new draft rules
brought in by the petrol and natural
gas ministry to limit sale of natural
gas only by licensed entities, if be-
comes law, will reduce the risk of
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competition for CGD players such as
Gujarat Gas, which results in GSP be-
coming a indirect beneficiary.

Decent financials

Until FY20, GSP has reported strong
revenue growth with three-year CAGR
of 27.8 per cent to about 12,200
crore. During the same period, the
net profit went up by a CAGR of 45 per
cent to 1,730 crore. This is on the
back of incremental tariffs an-
nounced by PNGRB for the transport-
ation of natural gas and the reduc-
tion in costs.

Gas transmission tariffs are regu-
lated and determined by PNGRB
based on utilisation, capital and oper-
ating expenditure and working cap-
ital requirements. The regulator, in
September 2018, revised the gas trans-
mission tariff for GSP’s High Pressure
Gas Pipeline by 28 per cent to X34/
mmBtu and for low-pressure gas
pipeline to <4.08/mmBtu from
%1.88/mmBtu.

Performance in FY21 has been mod-
est due to the impact of Covid-19. Con-
solidated revenue declined by 5 per
cent while net profit declined by 7 per
cent. Gas was markedly less impacted
than oil or coal demand in FY21. How-
ever, the first quarter of FY22 showed
a decent pick-up in financial metrics
driven by growth in transamision
volume.

In terms of debt, the company is
well placed with debt to equity at less
than 0.5 times, leaving scope
for leverage required for cap-
ital expansion of the
company.

Robust volume outlook,
high margins, low debt and
steady cash flows bring posit-
ive outlook for GSP.

Key risks include spike in gas prices
that will lower the demand for nat-
ural gas, consequentially impacting
the transamission volume. Also,
lower than expected capacity en-
hancement in the gas infrastructure
in the country and fixation of lower
tariffs for transmission going ahead,
may aso dent the volumes.
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The stock found support at
¥56 in March 2020. Since
then, it has been in an inter-
mediate-term uptrend. The
support band between 93

stock between January and
April this year. Subsequently,
the stock resumed to trend
upwards. But it met with a res-
istance at around X115 in June
and started to move sideways.
On Friday, the stock gained 6.4
per cent accompanied by ex-

closed slightly above the res-
istance of X115. The daily relat-
ive strength index has entered
the bullish zone from the
neutral region. The stock has
potential to extend the
uptrend. So, investors can buy
with stop-loss at X107; targets

and 95 had cushioned the traordinary volume

and atx126 and X134.
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' Growth in Profit
After Tax (PAT) of the

current quarter 01, FY
2021-22 over the
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01, FY 2020-21

Growth in volume
throughput of the

current quarter 07, FY
2021-22 over the
corresponding quarter
01, FY 2020-21
- by 10%
~ Growth in Profit
Before Tax (PBT) of

current 01, FY

021-22 over the
sponding quarter

by 22%

. Extract of Unaudited Financial Results for quarter ended 30" June, 2021 =

1) The above results are in accordance with the Indian Accounting Standards (Ind-AS) as prescribed under Section 133 of the Companies Act, 2013, read with

the relevantrules issued thereunder and other accounting principles generally acceptedin India.

2) Theaboveisan extractof the detailed format of unaudited Financial Results for quarter ended 30.06.2021 filed with the Stock Exchanges under Regulation 33
of the SEBI (Listing and Other Disclosure Requirements) Regulations, 2015. The full format of unaudited Financial Results for the quarter ended 30.06.2021
areavailable on the Stock Exchanges website of BSE (www.bseindia.com), NSE (www.nseindia.com ) and Company’s website at www.ongcindia.com.
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Notes :

1. The above results have been reviewed by the Audit Committee and approved by the Board of Directors of the Company at the meeting held on 13" August

4 Bl Sumit Kumar R inlac)
Mandeep Singh ) C i, T . onGce Standalone Consolidated
. .oncec < -1 P —-— s Quarter ended Year ended Quarter ended Year ended
e - - " No. Particulars 30/6/2021 | 31/3/2021 | 30/6/2020 | 31/3/2021 | 30/6/2021 | 31/3/2021 | 30/6/2020 | 31/3/2021
EXTRACT OF FINANCIAL RESULTS FOR THE QUARTER ENDED 30" JUNE, 2021 Unaudited| Audited | Unaudited| Audited | Unaudited| Audited | Unaudited| Audited
(%in Crore unless otherwise stated)
Standalone Consolidated Total income from operations (net) | 8,59,790| 7,57,532| 4,88,357| 26,02,200| 8,559,790 7,57,532| 4,88,357 | 26,02,290
Sl. Parti Quarter Quarter Year Quarter Quarter Year 2. | Net Profit for the period (before tax 85,117 85,612 69,660 3,96,765 84,846 85,612 69,660 | 3,93,858
No articulars ended ended ended ended ended ended and exceptional items)
30.06.2021 | 30.06.2020" | 31.03.2021 | 30.06.2021 | 30.06.2020* | 31.03.2021 - -
Unaudited | Unaudited Audited Unaudited | Unaudited Audited 3. | Net Profit for_ the p_erlod before tax 85,117 85,612 69,660 3,96,765 88,488 87,067 67,616 3,95,751
1| Total Income from Operations 23,021.64| 13,011.29| 68,141.09 1,08,135.63 | 62,496.06 | 3,60,572.31 (after exceptional items)
2 | Net Profit/ (Loss) for the period (before Tax, Exceptional items) 6,750.17 904.12 15,027.76 |  10,194.37 2,001.68 | 29,190.88 4. | Net Profit from ordinary activities 63,567 62,337 52,023| 2,94,937 67,006 63,792 49,979 2,93,923
3 | Net Profit / (Loss) for the period before Tax (after Exceptional items) 6,750.17 904.12| 16,402.79| 10,194.37 |  2,001.68 | 30,109.65 (after tax)
4 | Net Profit / (Loss) for the period after Tax (after Exceptional items) 4,334.75 496.58 11,246.44 6,846.73 1,085.05 | 21,343.45 5. | Other Comprehensive Income a (284) o (284) 1 (325) o (325)
5 | Total Comprehensive Income for the period [Comprising Profit / 6,596.95 1,388.72 13,665.31| 10,000.79 1,545.59 | 23,208.17 -
(Loss) for the period (after tax) and Other Comprehensive Income 6. | Total Comprehensive Income 63,567 62,053 52,023| 2,94,653 67,007 63,467 49,979 2,93,598
(after tax)] 7. | Equity share capital 1,50,000 1,50,000| 1,50,000| 1,50,000| 1,50,000| 1,50,000| 1,50,000| 1,50,000
6 | Equity Share Capital (Face value of  5/- each) 62%0.14| 620015 ' 6.290.14] 6.290.14 | 6.200.15] 6,290.14 8. | Other Equity (excluding revaluation | 10,78,517| 10,14,950| 9,97,320| 10,14,950| 10,97,697 | 10,30,690 | 10,12,071 | 10,30,690
7 | Other Equity 1,98,268.43 2,14,690.85 reserve)
8 | Earnings Per Share (Face value of ¥ 5/- each )- 9. | Earnings per share
not annualised (Face value of Rs. 10/- each)
(@) Basic X} S 029 e ullo 009 12z (a) Basic (Rs.) 4.24 4.16 347| 1966 447 4.25 333| 1959
(b) Diluted (%) 345 0.39 8.94 476 0.09 12.92 )
(b) Diluted (Rs.) 4.24 4.16 347 19,66 4.47 4.25 3.33 19.59
" Restated (not annualised) (annualised) (not annualised) (annualised)
Notes:

2021. The Statutory auditors of the Company have carried out limited review of the aforesaid results.

2. The above is an extract of the detailed format of the Statements of limited review of Standalone and Consolidated Financials Results, for the quarter ended
30" June 2021, filed with the stock exchanges under Regulation 33 of the SEBI (listing and other disclosure requirements) Regulations' 2015. The full
format of the Statements of limited review of Standalone and Consolidated Financials results are available on the websites of National Stock Exchange,

The Bombay Stock Exchange and the website of the company (www.petroneting.in).

Place : New Delhi
Date : 13" August 2021
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By order of the Board
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Vinod Kumar Mishra
Director (Finance)
DIN : 08125144

CH-CHE



