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June 10, 2020 

CMP: | 225    Target: | 250 (11%)     Target Period:  12  months  

Gujarat State Petronet (GSPL) 

 HOLD 

 

Subdued demand to impact profitability... 

Gujarat State Petronet’s (GSPL operating revenue for Q4FY20 increased 

sharply by 37.2% YoY to | 595.2 crore on account of growth in transmission 

volumes. Transmission volumes increased 13.5% YoY to 36.8 mmscmd. 

EBITDA came in at | 355.7 crore, up 8% YoY. Subsequently, PAT was at  

| 225.6 crore, up 47.1% YoY, aided by a lower tax rate. 

Volume increase due to higher CGD, power offtake 

GSPL reported healthy natural gas transmission volumes growth of 13.5% 

YoY to 36.8 mmscmd. Higher volumes offtake from city gas distribution 

(30% of total volumes) and power (15% of total volumes) sectors led to YoY 

growth. On a QoQ basis, volume offtake mix from refining/petchem sector 

declined to 29% against 32% with CGD sector contribution marginally at 

30%. Going forward, we build in lower volumes in the near term as the 

Covid-19 led lockdown impacted fuel demand from CGD and refining sector 

and their offtake will be limited. In the long term, the company will be a 

beneficiary of increasing gas consumption and its connectivity to new LNG 

terminals in Gujarat. We estimate volumes at 31.6 mmscmd and 35.8 

mmscmd for FY21E and FY22E, respectively. 

Tariff revision expected 

Post the corporate tax rate cut, we expect tariffs to decline as PNGRB will 

revise transmission tariff downwards as per the regulation of post-tax 12% 

return. Accordingly, we build in transmission tariff of | 1.2/scm from 

H2FY21E onwards against | 1.3/scm currently. We estimate transmission 

tariffs at | 1.7/scm and | 1.6/scm for FY21E and FY22E, respectively. 

Valuation & Outlook 

In Q1FY21E, GSPL’s transmission volumes are expected to decline as the 

extended lockdown led to lower CNG & industrial PNG demand from Gujarat. 

However, in the long run, the transmission business is expected to report 

stable volumes, adjusting for lower refinery volumes, in the backdrop of 

growth in CGD & PNG sectors and increased LNG capacity in Gujarat. The 

management indicated at capacity expansion due to new LNG terminals and 

to support pipelines of its subsidiaries for expansion outside Gujarat. 

However, expected downward revision of transmission tariffs will have an 

impact on profitability of the company from H2FY21E. Also, nearly 50% of 

GSPL value is derived from its listed CGD entity Gujarat Gas (54.1% stake) 

and unlisted Sabarmati Gas, which commands holding company discount. 

Hence, investors should prefer directly investing in Gujarat Gas instead of 

GSPL. We value GSPL on an SOTP basis with investments at ~| 127/share 

and standalone business at ~| 123/share to arrive at a target price of | 250. 

We downgrade the stock from BUY to HOLD recommendation. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Key Financial Summary 

 

s

(Ye ar -e n d  March ) FY18 FY19 FY20E FY21E FY22E C AG R (FY19-22E)

Revenues  (₹ crore) 1,331.7         1,877.3         2,369.3         1,999.4         2,142.7         6.8                                       

EBITDA  (₹ crore) 1,147.8         1,542.6         1,574.9         1,125.0         1,186.4         (12.3)                                    

Net Prof it (₹ crore) 668.4            794.7            1,108.7         609.7            653.3            (9.3)                                      

EPS (₹) 11.9              14.1              19.7              10.8              11.6              

P/E (x) 19.0              16.0              11.4              20.8              19.4              

Price / Book (x) 2.5                2.2                1.9                1.8                1.7                

EV /EBITDA  (x) 13.9              9.9                9.5                13.0              12.0              

RoCE (% ) 11.6              16.3              15.3              9.7                10.1              

RoE (% ) 13.2              13.8              16.5              8.6                8.6                
 

Source: Company, ICICI Direct Research 

 

Particulars 
 

Par ticu lar Am o u n t

Market Capita liz ation (₹ Crore)12,689.4    

Tota l Debt (FY 19) (₹ Crore) 2,592.2      

Cash and Inves tments  (FY 19)  (₹ Crore)158.3         

EV  (₹ Crore) 15,123.2    

52 w eek H/L 263/146

Equity capita l (₹ Crore) 564.0         

Face va lue (₹) 10.0           
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Story in charts  

Exhibit 1: Volume trajectory trend 

 

Source: Company, ICICI Direct Research 

 

Exhibit 2: Transmission tariffs trend 

 

Source: Company, ICICI Direct Research 

Exhibit 3: Revenue & PAT trend 

 

Source: Company, ICICI Direct Research 
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Financial summary 

Exhibit 4: Profit and loss statement                              | crore 

(Ye ar -e n d  March ) FY19 FY20E FY21E FY22E

Re ve n u e 1877.3 2369.3 1999.4 2142.7

G row th (% ) 41.0 26.2 -15.6 7.2

Employee Cos ts 64.5 61.9 68.1 74.9

G as  Transmissn exp. 32.8 514.4 560.0 600.0

O p.& Mainta inence exp. 237.0 214.5 244.3 279.5

O p. Expenditure 334.7 794.4 874.4 956.4

EBIT DA 1542.6 1574.9 1125.0 1186.4

G row th (% ) 34.4 2.1 -28.6 5.5

Depreciation 180.0 196.6 243.8 257.4

EBIT 1362.6 1378.3 881.2 928.9

Interes t 219.2 164.5 157.7 157.7

O ther Income 59.4 64.9 100.4 111.9

PBT 1202.8 1278.6 823.9 883.1

G row th (% ) 19.0 6.3 -35.6 7.2

Tax 408.1 169.9 214.2 229.8

Re p o r te d  PAT  794.7 1108.7 609.7 653.3

G row th (% ) 18.9 39.5 -45.0 7.1

A djus tments 0.0 0.0 0.0 0.0

A dj. Net Prof it 794.7 1108.7 609.7 653.3

EPS 14.1 19.7 10.8 11.6
 

Source: Company, ICICI Direct Research 

 

Exhibit 5: Cash flow statement                                     | crore 

(Ye ar -e n d  March ) FY19 FY20E FY21E FY22E

Prof it a f ter Tax 794.7 1,108.7 609.7 653.3

A dd: Depreciation 180.0 196.6 243.8 257.4

A dd: O thers 30.2 30.0 30.0 30.0

Cash Prof it 892.0 1,203.4 685.5 742.7

Increase/(Decrease) in CL 22.8 378.3 -65.4 28.3

(Increase)/Decrease in CA -95.1 -220.3 29.0 -80.6

C F fro m  O p e ratin g  Activitie s  932.5 1493.4 847.1 888.3

Purchase of  F ixed A ssets 196.5 316.5 350.0 370.3

(Inc)/Dec in Inves tments -95.8 0.0 0.0 0.0

O thers 0.0 0.0 0.0 0.0

C F fro m  In ve s tin g  Activitie s  -292.3 -316.5 -350.0 -370.3

Inc/(Dec) in L oan Funds -730.7 -330.5 -330.5 -330.5

Div idend Pa id 112.8 132.0 198.0 198.0

Inc/(Dec) in Sh. Cap. & Res . -2.9 -2.0 0.0 0.0

O thers 0.0 0.0 0.0 0.0

C F fro m  fin an cin g  activitie s  -846.4 -464.5 -528.5 -528.5

Change in cash Eq. -206.2 712.4 -31.3 -10.4

O p. Cash and cash Eq. 364.5 158.3 870.7 839.4

C l. C as h  an d  cas h  Eq . 158.3 870.7 839.4 829.0
 

Source: Company, ICICI Direct Research;*calculated 

 

Exhibit 6: Balance sheet                                                | crore 

(Ye ar -e n d  March ) FY19 FY20E FY21E FY22E

So u rce  o f Fu n d s

Equity Capita l 564.0 564.0 564.0 564.0

Preference capita l 5.0 6.0 6.0 6.0

Reserves  & Surplus 5,180.0 6,154.8 6,566.6 7,021.9

Shareholder's  Fund 5,744.0 6,718.8 7,130.5 7,585.9

L oan Funds 2,592.2 2,261.7 1,931.2 1,600.7

Deferred Tax L iability 522.6 552.6 582.6 612.6

Minority  Interes t 0.0 0.0 0.0 0.0

So u rce  o f Fu n d s 8858.8 9533.1 9644.3 9799.2

Ap p licatio n  o f Fu n d s

G ross  Block 4,324.5 4,624.5 4,924.5 5,224.8

L ess : A cc. Depreciation 717.0 947.2 1,190.9 1,448.4

Net Block 3,607.5 3,677.3 3,733.6 3,776.4

Capita l WIP 419.4 469.4 519.4 589.4

Tota l F ixed A ssets 4,026.9 4,146.7 4,252.9 4,365.8

Inves tments 4,277.2 4,277.2 4,277.2 4,277.2

Inventories 127.9 246.7 208.2 223.1

Debtor 208.1 259.6 219.1 234.8

Cash 158.3 870.7 839.4 829.0

L oan & A dvance, O ther CA 151.6 201.6 251.6 301.6

Tota l Current assets 645.9 1578.7 1518.3 1588.5

Current L iabilities 69.6 454.4 383.4 410.9

Prov is ions 21.6 15.1 20.6 21.4

Tota l CL  and Prov is ions 91.2 469.5 404.1 432.3

Net Working Capita l 554.8 1109.2 1114.2 1156.2

Miscellaneous  expense 0.0 0.0 0.0 0.0

Ap p licatio n  o f Fu n d s 8858.8 9533.1 9644.3 9799.2
 

Source: Company, ICICI Direct Research 

 

Exhibit 7: Key ratios                                                      | crore 

(Ye ar -e n d  March ) FY19 FY20E FY21E FY22E

Pe r  s h are  d ata (|)

Book V a lue 101.8 119.1 126.4 134.5

Cash per share 10.6 23.2 22.7 22.5

EPS 14.1 19.7 10.8 11.6

Cash EPS 17.3 23.1 15.1 16.1

DPS 2.0 2.0 3.0 3.0

Pro fitab ility  &  O p e ratin g  Ratio s

EBITDA  Margin (% ) 82.2 66.5 56.3 55.4

PA T Margin (% ) 42.3 46.8 30.5 30.5

Fixed A sset Turnover (x) 0.5 0.6 0.5 0.5

Inventory Turnover (Days ) 24.9 38.0 38.0 38.0

Debtor (Days ) 40.5 40.0 40.0 40.0

Current L iabilities  (Days ) 13.5 70.0 70.0 70.0

Re tu rn  Ratio s  (%)

RoE 13.8 16.5 8.6 8.6

RoCE 16.3 15.3 9.7 10.1

RoIC 17.6 18.0 11.3 11.7

V alu atio n  Ratio s  (x)

PE 16.0 11.4 20.8 19.4

Price to Book V a lue 2.2 1.9 1.8 1.7

EV /EBITDA 9.9 9.5 13.0 12.0

EV /Sa les 8.1 6.3 7.3 6.7

L e ve rag e  &  So lve n cy Ratio s

Debt to equity (x) 0.5 0.3 0.3 0.2

Interes t Coverage (x) 6.2 8.4 5.6 5.9

Debt to EBITDA  (x) 1.7 1.4 1.7 1.3

Current Ratio 7.1 3.4 3.8 3.7

Q uick ratio 5.7 2.8 3.2 3.2
 

Source: Company, ICICI Direct Research 
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RATING RATIONALE 

ICICI Direct endeavors to provide objective opinions and recommendations. ICICI Direct assigns ratings to its 

stocks according to their notional target price vs. current market price and then categorizes them as Buy, Hold, 

Reduce and Sell. The performance horizon is two years unless specified and the notional target price is defined 

as the analysts' valuation for a stock 

Buy: >15%  

Hold: -5% to 15%; 

Reduce: -15% to -5%; 

Sell: <-15% 

 

 

Pankaj Pandey Head – Research pankaj.pandey@icicisecurities.com 

 
 

ICICI Direct Research Desk, 

ICICI Securities Limited, 

1st Floor, Akruti Trade Centre, 

Road No 7, MIDC, 

Andheri (East) 

Mumbai – 400 093 

 

 
research@icicidirect.com 
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