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GSPL's near-term earnings face a 30% hit;
the co is expected challenge the ruling

GSPL Skids 19% After
Regulator Halves HP
Transmission Tariff

Our Bureau

Mumbai: Shares of Gujarat Sta-
te Petronet (GSPL) fell more
than19% on Monday after Petro-
leum and Natural Gas Regulato-
ry Board (PNGRB) cut its tariffs
forhigh pressure(HP)transmis-
sionby 47% . Analystsexpectthe
company will challenge this or-
der and are divided on the com-
pany’s prospects.

PNGRB reduced the tariffs to
Z18.1/mmbtu (million British Ther-
mal Unit), from the earlier price of
Z34/mmbtu. GSPL had asked a re-
vision of price to 50.8/mmbtu to
theboard, which was notapproved.

“Authorised tariffs were below
our estimates, and much below
Street’s estimates, which had bu-
ilt in significant optimism, facto-
ring only a moderate cut,” said
Nomura's Hemang Khanna in a
note to clients.“We sharply cut
FY25-26F EBITDA by 37%/42%
and EPS by 34%/40%."

Shares of GSPL closed at ¥305.45
on the NSE on Monday, after a
19.12% decline. Brokerage Nomura
in its latest report had reduced the
target price for the company to
2320, from the earlier level of 440,
and has given a rating of ‘reduce’
froma ‘buy’ earlier.

Analysts expect the company to
challenge this price revision and
get favourable pricing from the
board. “In near term GSPL’s ear-
nings will take a hit of ~30% from
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sharp downward revision of ta-
riffs,” said Avishek Datta, rese-
arch analyst at Anand Rathi In-
stitutional Equities. “I expect the
company to challenge this order
and any favourable tariff will be
anupsiderisk toearnings.”

The brokerage has a ‘buy’ rating
on the stock and Datta says it is bet-
ter placed than its peers.

“CompetitorslikeGAILhavegota
favourable tariff order and are bet-
ter placed but the company is expo-
sed to commodity risk from fluctu-
ations in petchem and LPG prices.
We have a hold rating on the stock
after asharprunup,” said Datta.

Shares of GSPL have declined
4.6% in 2024 sofar, against GAIL
which has gained 19.8% in the
same period.

“Tronically, such tariff orders will
discourage entities from growing
volumes, in our view,” said Sumit
Pokharna, VP - analyst, Kotak Se-
curities. “Stock will remain under
pressure till further clarity.”
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Gujarat State Petronet
shares tank 20% after
regulator cuts tariffs

ARUNIMA BHARADWAL
New Delhi, April 22

SHARES OF GUJARAT State
Petronet (GSPL) fell nearly 20% to
end at ¥303.80 on the BSE on Mon-
day after the Petroleum and Natural
Gas Regulatory Board's (PNGRB)
announcementof a4 7% cut in tar-
iffs forits HP Pipeline network.

Initsorder, theboardreduced the
tariff to ¥18.1 per mmbtu (metric
million British thermal unit) from
¥ 34.The new tariff willbeapplicable
from May 1. The company had
requested foran upward tariff revi-
sion to ¥50.7 7 per mmbtu.

The board attributed the cut in
tariff to highervolume assumption
and economic life extension of the
pipeline network. PNGRB's tariff
order determines the prices that
a company can charge for trans-
porting natural gas through its
pipeline networks.

“The tariff of GSPL HP would be
reviewed in the next financial yearif
there is a considerable variation in
actual volume flows (in line with
GSPLUs submission of 26 mmscmd,
or million metric standard cubic
meters per day) compared with the
expected velume ie 21.67 mmscmd
considered bytheboard in this tariff
order,"theregulatory board said.

The difference in the views of
thetwoentities comes from the dif-
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ference in assumptions of three key
factors — capex (reduced by
¥13.7/mmbtu), opex (reduced by
¥3.7/mmbtu),and volumes(reduced
by ¥11/mmbtu).

“This is justan adjustment oftar-
iffs and not a cut” PNGEE member
AKTiwari toldaTV channel on Mon-
day. He said theregulatorhad under-
taken public consultations before
issuing the final order.

GSPL can come upwith an appeal
if there are concerns and there is no
question of renegotiations with
GSPL on the volume front, Tiwari
said, adding that there will be revi-
sionsintariffs for GAIL aswell.

A cut in tariffs could lead to
lower prices of natural gas for con-
sumersandindustries. However, for
GSPL,it couldlead toa declinein its
earnings per share by 30-40% in
FY25,analysts say.
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