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Petronet LNG (PLNG IN)

Rating: BUY | CMP: Rs242 | TP: Rs403

Another strong performance

Quick Pointers:

Record tariffs, inventory and trading gains along with stable volumes drive Q3
earnings.

Lowest tariffs, superb pipeline network and well-entrenched reach in the
domestic LNG markets to help PLNG compete with new terminals.

We increase our FY21E estimates by 7% to factor in strong 9M performance
and FY22/23E by 3.5/3.4% as we increase spot margins. We believe PLNG 1)
is a play on India’s rising LNG imports supported by benign spot LNG prices
2) possess solid business model given high earnings visibility 3) has limited

competition to PLNG’s well-entrenchedreach in the LNG business. Reiterate
BUY with a DCF based PT of Rs403 (Rs399).

Record margins, inventory gains, stable volumes drive earnings: Petronet
LNG (PLNG) reported Q3FY21 EBITDA and PAT of Rs13.4bn (+21% YOoY;
PLe Rs 11.1bn;) and Rs8.8bn (+30%YoY; PLe Rs7.0bn), respectively. For
9MFY21, EBIDTA/PAT was at Rs36.0bn (+10%YoY) and Rs23.2bn (-4%YoY).
Operationallybetter results were due to better than expected blended tariffs.

Dahej terminal remains the star: During the quarter, regasification volumes
were at 235tbtu (254 tbtu in Q2FY21; PLe 227). Dahej degasified volumes
were at 222tbtu (243tbtu in Q2) while Kochi volumes were at 13tbtu. PLNG's
Q3 blended tariffs were at Rs63.2/tbtu againstRs55.4in Q3FY20 and Rs59.7
in Q2FY21.

The Kochi-Mangalore pipeline was commissioned by January 21 wherein
utilization levels are expected to increase over 30%.

Multiple projects at exploratory stage: Management clarified that they are
exploring multiple capex options like the Sri Lanka FSRU LNG terminal along
with opportunities on East Coast of India. With new gas supplies from KGD6
coming on stream, PLNG is likely to revisit demand opportunities before
deciding on capex commitment.

Limited threat from new terminals: PLNG management seems quite
confidentof maintaining their pre dominantstature, despite start of competing
Mundra and Ennore LNG terminals given their low cost operations.
Addtionally, high growth opportunities from CGD and power sector rampupwill
spurdemand for gas in the country, which will necessitate more infrastructure
coming on stream.
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Exhibit 1: Q3FY21 Result Overview (Rs mn)

Y/e March Q3FY21 Q3FY20  YoYgr.(% Q2FY21 IMFY21 9MFY20  YoY gr.(%)
Sales 73,282 82,832 (11.5) 55,578 1,72,696 2,50,749 (31.1)
Regassification services - 6,270 6,780 11,780 18,100 (34.9)
Net sales 73,282 89,102 (17.8) 62,358 1,84,476 2,68,849 (31.4)
Total expenditure 59,929 78,027 (23.2) 48,726 1,48,391 2,35,929 (37.1)
Raw material 58,434 76,189 (23.3) 47,199 1,43,998 2,30,600 (37.6)
Staff cost 343 407 (15.7) 338 1,042 968 7.6
Other expenditure 1,152 1,431 (19.4) 1,188 3,351 4,361 (23.1)
Forex - - - - -
Operating profit 13,353 11,076 20.6 13,633 36,085 32,920 9.6
Other income 1,111 842 32.0 1,596 3,390 2,861 18.5
Interest 815 940 (13.3) 850 2,547 2,997 (15.0)
Depreciation 1,925 1,960 (1.8) 1,952 5,813 5,819 (0.1)
PBT 11,724 9,017 30.0 12,426 31,116 26,965 15.4
Tax 2,939 2,265 29.7 3,153 7,855 2,858 174.8
Tax rate (%) 25.1 25.1 254 25.2 10.6
Net profit 8,785 6,752 30.1 9,274 23,260 24,107 (3.5)

Source: Company, PL

Exhibit 2: PLNG quarterly volume and tariffs

Q3FY19

Q4FY19 QIFY20 Q2FY20 Q3FY20 Q4FY20 QIFY21 Q2FY21  Q3FY21

Volumes (tbtu)

Blended regas margins (Rs/tbtu)

202.0
49.4

205.1 226.0 250.0 233.0 226.6 190.0 254.0 235.0
41.2 52.9 53.5 55.4 49.9 56.1 59.7 63.2

Source: Company, PL

Conference Call Highlights

" PLNG s exploring multiple opportunities to source cheapestgas source. They
are eyeing LT contract at spot prices, for way forward.

" Tariff negotiation for the Kochiterminal is likelyto be finalized in Q4FY21, which
will decide any assetimpairmentgoing ahead.

" Managementremains confident of steady gas demand growth going ahead
and next tariff hikes will be in January 2021.

"  Capex for 9M was at Rs650m againsttarget of Rs3.5bn for FY22, PLNG
targeted capex of Rs5.3bn.

" High spot LNG prices in January impacted volumes, but with prices coming
down volumes will pick up.
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Financials
Income Statement (Rs m) Balance Sheet Abstract(Rs m)
Y/e Mar FY20 FY21E FY22E FY23E Y/e Mar FY20 FY21E FY22E FY23E
Net Revenues 3,54,520 3,84,943 4,46,087 4,58,850 Non-Current Assets
YoY gr. (%) (7.7) 8.6 15.9 2.9
Cost of Goods Sold 3,04,959 3,33,194 3,88,679 3,97,184 Gross Block 1,02,284 1,04,284 1,06,284 1,08,284
Gross Profit 49,561 51,750 57,408 61,666 Tangibles 1,02,284 1,04,284 1,06,284 1,08,284
Margin (%) 14.0 13.4 12.9 13.4 Intangibles - - - -
Employ ee Cost 1,258 1,320 1,453 1,598
Other Expenses - - - - Acc: Dep / Amortization 22,805 31,019 40,197 50,375
Tangibles 22,805 31,019 40,197 50,375
EBITDA 39,895 46,675 51,563 55,434 Intangibles - - - -
YoY gr. (%) 21.1 17.0 10.5 7.5
Margin (%) 11.3 12.1 11.6 12.1 Net fixed assets 79,478 73,265 66,087 57,909
Tangibles 79,478 73,265 66,087 57,909
Depreciation and Amortization 7,761 8,213 9,178 10,178 Intangibles - - - -
EBIT 32,134 38,462 42,385 45,256 Capital Work In Progress 2,000 2,000 1,000 1,000
Margin (%) 9.1 10.0 9.5 9.9 Goodwill - - . B
Non-Current Investments - - - -
Net Interest 4,032 3,500 3,000 2,500 Net Deferred tax assets (14,959) (16,980) (19,320) (21,938)
Other Income 3,726 4,132 5,861 7,886 Other Non-Current Assets - - - -
Profit Before Tax 31,828 39,093 45,247 50,642 Current Assets
Margin (%) 9.0 10.2 10.1 11.0 Investments - - - -
Inv entories 7,785 8,453 9,795 10,075
Total Tax 5,411 9,840 11,389 12,747 Trade receivables 17,438 18,934 21,942 22,569
Effective tax rate (%) 17.0 25.2 25.2 25.2 Cash & Bank Balance 34,019 48,612 68,616 89,099
Other Current Assets 530 530 530 530
Profit after tax 26,417 29,253 33,858 37,895 Total Assets 1,47,011 1,57,556 1,73,732 1,86,945
Minority interest - - - -
Share Profit from Associate - - - - Equity
Equity Share Capital 15,000 15,000 15,000 15,000
Adjusted PAT 26,417 20,253 33,858 37,895 Other Equity 85,839 91,690 1,00,155 1,09,629
YoY gr. (%) 22.6 10.7 15.7 11.9 Total Networth 1,00,839 1,06,690 1,15,155 1,24,629
Margin (%) 7.5 7.6 7.6 8.3
Extra Ord. Income / (Exp) - - - - Non-Current Liabilities
Long Term borrowings - - - -
Reported PAT 26,417 29,253 33,858 37,895 Provisions - - - -
YoY gr. (%) 22.6 10.7 15.7 11.9 Other non current liabilities - - - -
Margin (%) 75 7.6 7.6 8.3
Current Liabilities
Other Comprehensive Income - - - - ST Debt/ Current of LT Debt - - - -
Total Comprehensiv e Income 26,417 29,253 33,858 37,895 Trade pay ables 31,147 33,820 39,192 40,313
Equity Shares Ofs (m) 1,500 1,500 1,500 1,500 Other current liabilities 66 66 66 66
EPS (Rs) 17.6 19.5 22.6 25.3 Total Equity & Liabilities 1,47,011 1,57,556 1,73,732 1,86,945
Source: Conpany Data, PL Research Source: Conmpany Data, PL Research
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Cash Flow (Rs m)

Key Financial Metrics

Y/e Mar FY20 FY21E FY22E FY23E Y/e Mar FY20 FY21E FY22E FY23E
PBT 31,828 39,093 45247 50,642 Per Share(Rs)
Add. Depreciation 7,761 8,213 9,178 10,178 EPS 17.6 19.5 22.6 25.3
Add. Interest 4,032 3,500 3,000 2,500 CEPS 22.8 25.0 28.7 32.0
Less Financial Other Income 3,726 4,132 5,861 7,886 BVPS 67.2 711 76.8 83.1
Add. Other - - - - FCF 24.4 16.2 3.9 30.4
Op. profit before WC changes 43,621 50,806 57,425 63,320 DPS 12.5 15.6 16.9 18.9
Net Changes-WC 38,012 (12,892) (34,863) (21) Return Ratio (%)
Direct tax (5,411)  (9,840) (11,389) (12,747) RoCE 33.1 37.1 38.2 37.7
Net cash from Op. activities 76,222 28,074 11,173 50,553 ROIC 28.4 35.3 40.3 46.3
Capital expenditures (39,557)  (3,768)  (5,384) (5,000) RoE 27.2 28.2 30.5 31.6
Interest / Dividend Income - - - - Balance Sheet
Others - - - - Net Debt : Equity (x) (0.3) (0.5) (0.6) (0.7)
Net Cash from Invt. activities (39,557)  (3,768)  (5,384)  (5,000) Net Working Capital (Day s) (6) (6) (6) (6)
Issue of share cap. / premium 1,202 (1,876) - - Valuation(x)
Debt changes (368) (184) (460) - PER 13.8 12.4 10.7 9.6
Dividend paid (18,750)  (23,403) (25,394) (28,422) P/B 3.6 3.4 3.2 2.9
Interest paid (4,032)  (3,500)  (3,000)  (2,500) P/ICEPS 22.7 25.0 28.7 32.1
Others - - - - EV/EBITDA 8.3 6.7 5.7 4.9
Net cash from Fin. activities (21,948) (28,962) (28,854)  (30,922) EV/Sales 0.9 0.8 0.7 0.6
Net changein cash 14,718  (4,656) (23,065) 14,631 Dividend Yield (%) 5.2 6.4 7.0 7.8
Free Cash Flow 36,665 24,306 5,789 45,553 Source: Conpany Data, PL Research
Source: Conpany Data, PL Research
QuarterlyFinancials (Rs m) Key Operating Metrics
Y/e Mar Q4FY20 Q1FY21 Q2FY21 Q3FY21 Yie Mar EY20 FY21E FY22E FY23E
Net Revenue 85,672 48,836 62,358 73,262 Dahej contract volume (MTPA) 16.5 16.0 16.8 16.8
Yoy gr. (%) 2.2 (43.3) (33.4) ar.8) Dahej spot volume (MTPA) 0.5 1.0 1.8 1.8
Raw Material Expenses 74,360 38,365 47,199 58,434 Kochi contract v olume (MTPA) 07 0.3 1.0 15
Gross Profit 11,312 10,470 15,159 14,849 Kochi spot volume (MTPA) 01 0.8 1.0 1.0
Margin (%) 132 214 24.3 203 panej contract tariff (Rs/tbtu) 49.9 52.4 55.0 57.7
EBITDA 6,975 9,009 13,633 13,353 Dahej spot tariff (Rs/tbtu) 25.0 80.0 25.0 25.0
Yo gr. (%) 1.2 @D 175 20.6 Kochi contract tariff (Rs/tbtu) 72.9 80.0 84.0 88.2
Margin (%) 8.1 18.6 21.9 18.2 Source: Conpany Data, PL Research
Depreciation / Depletion 1,942 1,936 1,952 1,925
EBIT 5,033 7,164 11,681 11,428
Margin (%) 5.9 14.7 18.7 15.6
Net Interest 1,035 881 850 815
Other Income 865 684 1,596 1,111
Profit before Tax 4,863 6,966 12,426 11,724
Margin (%) 5.7 14.3 19.9 16.0
Total Tax 1,272 1,764 3,153 2,939
Effective tax rate (%) 26.2 25.3 25.4 25.1
Profit after Tax 3,590 5,202 9,274 8,785
Minority interest - - - -
Share Profit from Associates - - - -
Adjusted PAT 3,590 5,202 9,274 8,785
YoY gr. (%) (18.4) (7.1) (15.9) 30.1
Margin (%) 4.2 10.7 14.9 12.0
Extra Ord. Income/ (Exp) - - - -
Reported PAT 3,590 5,202 9,274 8,785
YoY gr. (%) (18.4) (7.1) (15.9) 30.1
Margin (%) 4.2 10.7 14.9 12.0
Other Comprehensiv e Income - - - -
Total Comprehensive Income - - - -
Avg. Shares O/s (m) - - - -
EPS (Rs) - - - -
Source: Conmpany Data, PL Research
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Price Chart Recommendation History

(Rs)

No. Date Rating TP (Rs.) Share Price (Rs.)
%00 1 08-Jan-21 BUY 399 260
o 2 12-Nov-20 BUY 399 241
3 07-Oct-20 BUY 384 219
238 4 18-Aug-20 BUY 384 254
207 5 07-Jul-20 BUY 384 261
6 30-Jun-20 BUY 384 260
e 3 3 3 3 & Q & 7 08-Apr-20 BUY 378 215
Analyst Coverage Universe
Sr.No. Company Name Rating TP (Rs) Share Price (Rs)
1 AartiIndustries BUY 1,314 1,159
2 Bharat Petroleum Corporation BUY 505 422
3 GALL (India) Accumulate 139 134
4 Guijarat Gas BUY 528 380
5 Hindustan Petroleum Corporation BUY 315 230
6 Indian Oil Corporation BUY 124 96
7 Indraprastha Gas BUY 662 557
8 Mahanagar Gas BUY 1,313 1,129
9 NOCIL BUY 182 143
10 Oil & Natural Gas Corporation BUY 114 98
11 Oil India Accumulate 117 113
12 Petronet LNG BUY 399 260
13 Reliance Industries BUY 2,232 2,050

PL’s Recommendation Nomenclature (Absolute Performance)

Buy : >15%
Accumulate : 5% 1to 15%
Hold : +5%to -5%
Reduce : -5%to -15%
Sell T <-15%
Not Rated (NR) . No specificcall on the stock
Under Review (UR) . Ratinglikely to change shortly
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ANALYST CERTIFICATION
(Indian Clients)

Wel/l, Mr. Avishek Datta- MBA Research Analysts, authors and the names subscribed to this report, hereby certify thatall of the views expressed in this re search report accurately
reflect ourviews about the subjectissuer(s) or securities. We also certify that no part of our compensation was, is, orwill be directly or indirectly related tothe specific recommendation(s)
or view(s) in this report.

(US Clients)

The research analy sts, with respectto each issuer and its securities covered by them in this research report, certify that: All of the views expressed in this researchreport accurately
reflect his or her or their personal views about all of the issuers and their securities; and No part of his or her or their compensation was, is or will be directly related to the specific
recommendation or views expressed in this researchreport.

DISCLAIMER

Indian Clients

Prabhudas Lilladher Pvt. Ltd, Mumbai, India (hereinafter referred toas “PL”") is engaged in the business of Stock Broking, Portfolio Manager, Depasitory Participant and distribution for
third party financial products. PL is a subsidiary of Prabhudas Lilladher Advisory Services Pvt Ltd. which has its various subsidiaries engaged in business of commodity broking,
inv estment banking, financial services (marginfunding) and distribution of third party financial/cther products, details in respect of which are available at www.plindia.com.

This document has been prepared by the Research Division of PL and is meant for use by therecipientonly asinformationand is not for circulation. This document is not to be reported
or copied or made available to others without prior permission of PL. Itshould not be considered or taken as an offer to sell or a solicitation to buy or sell any security.

The information contained in this report has beenobtained from sources that are considered to be reliable. However, PL has notindependently verified the accuracy or completeness
of the same. Neither PL nor any of its affiliates, its directors or its employees accepts any responsibility of whatsoever nature for the information, statements and opinion given, made
av ailable or expressed herein or for any omission therein.

Recipients of this report should be aware that past performance is not necessaiily a guide to future performance and value of investments can go down as well. The stitabiity or
otherwise of any investments will depend upon the recipient's particular circumstances and, in case of douht, advice should be sought from an independent expert/advisor.

Either PL or its affiliates or its directors orits employees or its representatives or its clients or their relatives may have position(s), make market, actas principal or engage in transactions
of securities of companies refered to in this report and they may have used the research material prior to publication.

PL may fromtime to time solicit or perform investment banking or other services for any company mentioned in this document.

PLis in the process of applying for certificate of registration as Research Analystunder Securities and Exc hange Board of India (Research Analysts) Regulations, 2014
PL submits that no material disciplinary action has been taken on us by any Regulatory Authority impacting Equity Research Analysis activities.

PL or its research analysts or its associates or his relatives do not have any financial interestin the subject company.

PL orits research analysts or its associates or his relatives do not have actual/beneficial ownership of one per centor more securities of the subject company at the end of the month
immediately preceding the date of publication of the research report.

PL or its research analysts or its associates or his relatives do not have any material corflict of interest at thetime of publication of the research report.

PL or its associates might have received compensation from the subject company in the past twele months.

PL or its associates might have managed or co-managed public offering of securities for the subject company in the past twelve months or mandated by the subject company for any
other assignment in the pasttwelve months.

PL or its associates might have received any compensation forinvestment banking or merchant banking or brokerage services from the subject company in the past twelve months.
PL or its associates might have received any compensation for products or services other than investment banking or merchant banking or brokerage services from the subject
company in the past twelve months

PL or its associates might have received any compensation or other benefits from the subject company or third party in connection with the research report.

PL encourages independence in research report preparation and strives to minimize conflict in preparation of researchreport. PL or its analysts did not receive any compensation or
other benefits from the subject Company or third party in connection withthe preparation of the research report. PL or its Research Analysts donot have any material conflict of interest
at the time of publication of this report.

It is confirmed that Mr. Avishek Datta- MBA Research Analysts of this reporthave notreceived any compensation from the companies mentioned in the reportin the preceding twelve
months

Compensation of our Research Analystsis notbasedon any specific merchant banking, investmentbanking or brokerage service transactions.

The Research analysts for this report certifies that all of the views expressed in this report accurately reflect his or her personal views about the subject company or companies andits
or their securities, and no part of his or her compensation was, is or will be, directly or indirectly related to specific recommendations or views expressed in this report.

The research analysts for this report has not servedas an officer, director or employee of the subject company PL or its research analysts have not engaged in market making activity
for the subject company

Our sales people, traders, and other professionals or affiliates may provide oral or written market commentary or trading strategies toour clients that reflect opinions that are contrary
to the opinions expressed herein, and our proprietary trading and investing businesses may make investment decisions that are inconsistent with the recommendations expressed
herein. In reviewing these materials, you should be aware thatany or all of the foregoing, among other things, may give rise to real or potential conflicts of interest.

PL and its associates, their directors and employees may (a) from time to time, have a long or short position in, and buy or sel the securities of the subject company or (b) be engaged
in any other transaction involving such secuiities and earn brokerage or other compensationor act as a market maker in the financia instruments of the subject company or actas an
adv isor or lender/borrower to the subject company or may have any other potential conflict of interests with respectto any recommendation and other related information and opinions.

US Clients

This research report is a product of Prabhudas Lilladher Pvt. Ltd., which is the employer of the research analyst(s) who has prepared the research report. The research analyst(s)
preparing the research reportis/are resident outside the United States (U.S.) and are not associated persons of any U.S. regulated broker-dealer and therefore the analyst(s) is/are
not subject to supervision by a U.S. broker-dealer, and is/are not required to satisfy the regulatory licensing requirements of FINRA or required to otherwise comply with U.S. rules or
regulations regarding, among other things, communications with a subject company, public appearances andtrading securities held by a research analy staccount.

This report is intended for distribution by Prabhudas Lilladher Pvt. Ltd. only to"Major Institutional Investors" as defined by Rule 15a-6(b)(4) of the U.S. Secuiities and Exchange Act,
1934 (the Exchange Act) and interpretations thereof by U.S. Securities and Exchange Commission (SEC) in reliance on Rule 15a 6(a)(2). If the recipient of this reportis not a Major
Institutional Investor as specified above, thenit should not act upon this report and retum the same to the sender. Further, this report may not be copied, duplicated and/ortransmitted
onward to any U.S. person, which is not the Major Institutional Investor.

In reliance on the exemption from registration provided by Rule 15a-6 of the Exchange Act and interpretations thereof by the SEC in order to conduct certain business with Major
Institutional Investors, Prabhudas Lilladher Pvt. Ltd. has entered into an agreementwith a U.S. registered broker-dealer, Marco Polo Securities Inc. ("MarcoPolo").

Transactions in securities discussed in this research report should be effected through Marco Poloor another U.S. registered broker dealer.

Prabhudas Lilladher Pvt. Ltd.
3rd Floor, SadhanaHouse, 570, P. B. Marg, Worli, Mumbai-400 018, India| Tel: (91 22) 6632 2222 Fax: (91 22) 66322209
www.plindia.com
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