Gujarat Pipavav Port Ltd — FY 2025 Annual Report Analysis

Annual Report Analysis (Consolidated)

Investor Snapshot

# Analytical point Sentiment

Gujarat Pipavav Port operates as a debt-free "cash cow" port asset, currently pivoting from a
declining container core toward high-growth RoRo and Liquid cargo segments.

Revenue remained stagnant at 988 Cr as a 14% structural decline in container volumes (694,899
TEUs) offset significant gains in hon-containerized business lines.

Operating efficiency in the Liquid segment improved significantly, with LPG pumping rates increasing
3x via cryogenic tanks, driving a 14% volume expansion.

Net Profit grew 16% to [B97 Cr, though this was heavily supported by a surge in non-core Other
Income to 98 Cr, which now accounts for 17.7% of PBT.

The balance sheet remains a "fortress" with zero gross debt and a cash reserve of (1,069 Cr,
providing a 13x coverage ratio over all financial liabilities.

Earnings quality is high with Cash Flow from Operations (CFO) at (446 Cr comfortably exceeding PAT,
supported by a 17.3% reduction in trade receivables.

Execution risk has heightened as the 740 Cr Liquid Bulk Berth project—a critical growth catalyst—
has been delayed by 12 months to December 2026.

Capital allocation is currently focused on "harvesting," characterized by a 100% dividend payout
(CB72 Cr) amid strategic paralysis regarding container capacity expansion.

Governance remains a mixed bag with a 7/10 rating; while the FY24 audit qualification was resolved,
9 material weaknesses in IT audit trails and high promoter RPT dependency (50.4% of receivables) —
persist.

The September 2028 concession expiry creates a "terminal value" cliff, preventing long-term
container modernization and risking market share loss to rivals like Mundra.

The outlook is "Stable but Constrained," with the company transitioning into a high-yield play while
awaiting regulatory clarity on its 30-year concession renewal.

Investment Stance: Watch; key monitorables include the stabilization of container volumes and the
financial terms of the GMB concession renewal.

Final research summary: gujarat pipavav port Itd (gppl)

1. Business overview

* Business Segments: Operates a multi-commodity port with four primary segments: Container, Liquid Cargo
(LPG/Chemicals), RoRo (Automotive), and Dry Bulk.

* Revenue Drivers: Port service income (93% of revenue), volume-linked rebates, and land lease
monetization.

« Cost Drivers: Waterfront royalties (paid to GMB), handling expenses, employee benefits, and power/fuel
costs.



* Industry Position: Strategically located gateway port in Gujarat; currently pivoting from a container-heavy
model to a specialized Liquid and RoRo hub.

« Expansion Plans: Massive 270% surge in capital commitments ([B62.35 Cr) primarily for a new (740 Cr
(USD 90M) Liquid Bulk Berth and fire-fighting system upgrades.

» Capacity Additions: LPG pumping rates increased 3x via cryogenic tanks; second rail siding commissioned
for RoRo to handle two car rakes simultaneously.

» Segment Performance: RoRo volume exploded by 70% (164,977 units); Liquid grew 14% (1.46 Mn MT);
Container declined 14% (694,899 TEUS); Dry Bulk declined 18%.

» Geographical Presence: Critical node for NCR-based Automotive OEMs via dedicated rail connectivity; part
of the global APM Terminals (Maersk) network.

2. Management commentary & outlook

» The September 2028 Concession Expiry has become the dominant strategic constraint; management is
explicitly refusing to upgrade container infrastructure until renewal clarity is obtained from the Gujarat
Maritime Board (GMB).

« Strategy is shifting toward "sweating" existing assets for dividends while pivoting growth focus to Liquid and
RoRo segments where visibility is higher.

* Management blames the 14% container volume decline on the Red Sea crisis and vessel schedule
unreliability, though they acknowledge customers are migrating to better-connected rival ports.

» The new Liquid Bulk Berth project is delayed by 12 months to December 2026 due to regulatory hurdles,
pushing the primary growth catalyst closer to the 2028 concession cliff.

* Dry bulk operations (specifically coal) have been "temporarily suspended" for operational reasons, signaling a
strategic de-prioritization of low-margin bulk cargo.

* Management is targeting 80% green energy by end-2025 to align with the "One Maersk" decarbonization
strategy and reduce long-term power costs.

« Capital allocation remains focused on a "harvesting" strategy, returning ~100% of PAT to shareholders as the
port maintains a debt-free, cash-rich balance sheet.

» The upcoming Maersk A/S contract renewal in April 2026 is viewed as a critical milestone for business
continuity given the high ecosystem dependency.

* Management Tone: Pragmatic and blunt regarding the "Concession ClIiff." The leadership is effectively
holding modernization capex hostage to renewal terms, signaling a shift from growth-oriented reinvestment to
capital preservation and high dividend payouts. The tone reflects a "wait-and-watch" paralysis regarding the
core container business.



3. Financial analysis

3.1 Financial statements

P&L statement ((JCr)
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Balance sheet ([ICr)

Line item Mar 2025 Mar 2024
Equity Capital 483 483
Reserves 1,854 1,830
Borrowings 63 79
Lease Liabilities 63 79
Other Liabilities 535 544
Trade Payables 47 60
Advance from Customers 6 8
Other liability items 482 475
Total Liabilities 2,935 2,936
Fixed Assets 1,329 1,358
Land 35.35 36.30
Building 770.48 715.50
Plant Machinery 1,081.27 1,071.93
Ships Vessels 386.92 386.92
Furniture n fittings 3.45 3.37
Railway sidings 47.92 47.13
Vehicles 3.26 3.26
Intangible Assets 0 0
Other fixed assets 9.56 8.94
Gross Block 2,338.21 2,273.35
Accumulated Depreciation 1,009.42 915.27
CWIP 83 81
Investments 338 321
Other Assets 1,186 1,177
Inventories 10 9
Trade receivables 48 58
Cash Equivalents 1,069 1,045
Loans n Advances 11 12
Other asset items 48 54

Total Assets 2,935 2,936



Cash flow statement ((ICr)

Line item Mar 2025 Mar 2024
Cash from Operating Activity 446 489
Profit from operations 583 581
Receivables 10 28
Inventory -2 -2
Payables -16 -1
Loans Advances 0 0
Other WC items 10 21
Working capital changes 2 46
Direct taxes -140 -138
Cash from Investing Activity -56 -111
Fixed assets purchased -95 -72
Fixed assets sold 0 0
Interest received 78 59
Other investing items -39 -98
Cash from Financing Activity -401 -370
Interest paid fin 0 0
Dividends paid -372 -338
Financial liabilities -28 -31
Other financing items 0 0
Net Cash Flow -11 8
Free Cash Flow 351 417
CFO/OP 101 109
Key ratios
Line item Mar 2025 Mar 2024
Debtor Days 18 21
Inventory Days 0 0
Days Payable 0 0
Cash Conversion Cycle 18 21
Working Capital Days -105 -106
ROCE % 23 23

3.2 Financial analysis summary

* Revenue remained stagnant at [988.00 Cr (0.08% decline), reflecting a challenging volume environment
where the company offered significant volume-based rebates totaling [163.14 Cr (approx. 14% of gross
contract price) to maintain competitiveness.



* Despite flat top-line growth, Net Profit increased by 16% to [B97.00 Cr, primarily driven by a surge in Other
Income to [08.00 Cr, which includes [78.00 Cr of interest received.

» Operating Profit margins remained resilient at 58.00%, supported by a 10.6% reduction in Handling
Expenses to [113.75 Cr, which offset a 22.1% spike in Waterfront Royalty payments to the GMB.

* Employee Cost % rose to 8.87% from 8.09%, with salaries and wages growing by 11.6% ([86.83 Cr),
outpacing Revenue growth and suggesting wage inflation or headcount expansion for upcoming projects.

» Trade Receivables improved significantly, falling 17.3% to [#8.00 Cr despite flat sales, contributing to a
positive Working Capital change of [2.00 Cr and a healthy CFO of [446.00 Cr.

» Debtor Days reduced from 21 to 18 days, although concentration risk remains high with one related party
exceeding 10% of total Trade Receivables, and [5.94 Cr of receivables are credit-impaired and aged over 3
years.

» The company maintains a "zero-debt" status on a gross basis, with Total Debt consisting solely of Lease
Liabilities which decreased to [63.00 Cr from [79.00 Cr as repayments exceeded new additions.

« Liquidity is exceptionally strong with Cash Equivalents of [1,069.00 Cr, covering all financial liabilities more
than 13 times over and supporting a 100% Dividend Payout % (CB72.00 Cr).

* Fixed Assets (Net Block) declined to [1,329.00 Cr due to Depreciation of [117.00 Cr outstripping Capex of
[05.00 Cr; however, Capital Commitments surged 270% to [(B62.35 Cr, signaling a massive upcoming
investment cycle.

* CWIP stands at [83.00 Cr, including [40.82 Cr for fire-fighting system upgrades; Depreciation policies for
jetties remain aligned to the concession period to reflect economic reality.

* ROCE remained stable at 23.00%, while ROE improved to 17.00%, benefiting from a 76% jump in profit
share from the associate, Pipavav Railway Corp, which contributed [16.69 Cr to the consolidated PAT.

 Free Cash Flow remained robust at [B51.00 Cr, ensuring the company is entirely self-funding even as it
prepares for significant Capex and maintains high shareholder returns.

» Other Assets include [B7.34 Cr in deferred government grants, while Other Liabilities are dominated by
[117.98 Cr in incentive/rebate accruals, which the auditor flagged as a judgment-heavy estimation area.

» Other Expenses were impacted by a sharp 45% drop in Insurance Costs to [10.81 Cr (normalization post-
cyclone) and a rise in Legal and Professional Fees to [12.09 Cr due to ongoing GMB disputes.

» The dominant financial theme of the year is the transition to a "Cash Cow" harvesting phase, where
stagnant core operations are masked by high interest income and associate profits, while the debt-
free balance sheet is being positioned for a high-stakes pivot into liquid cargo.

3.3 Contingent liabilities & commitments

 Capital Commitments: [B62.35 Cr (Net of advances), primarily for the Liquid Bulk Berth and fire-fighting
upgrades.

* GMB Disputes: [18.54 Cr bank guarantee encashed by GMB and a further [B3.76 Cr liquidated damages
demand; management has not provided for the latter.

e Arbitration Award: [67.16 Cr provision (including [51.82 Cr interest) for a 1998 tank farm agreement
dispute; currently contested in High Court.

» Taxation Disputes: [14.00 Cr across various tax matters.

 Claims not acknowledged: [139.55 Cr in total claims against the company.



3.9 Earnings quality & forensic checks
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expansion
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support

Profit 1 — sustainable
payouts
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Revenue 11 —
Ecosystem risk

4. Management & governance

Status

Notes detail

CFO/PAT ratio > 1.1x; earnings are high quality and fully
backed by cash inflows.

Negative correlation between receivables and sales
growth rules out aggressive revenue recognition.

Revenue recognized at point-in-time for port services;
storage recognized over time-proportion basis.

Note 34: High ecosystem dependency on APM
Terminals group (50.4% of billed receivables).

Inventory consists of maintenance stores and spares;
not a driver of revenue.

Standard accounting policy for stores and spares
maintained consistently.

FY25 reflects normalized operating profit without non-
recurring distortions.

Note 2.10: Depreciation aligned to concession period
and economic reality of port assets.

Management recognizes liabilities for legal awards even
while challenging them in High Court.

Finance Act 2024 removed indexation, causing [17.55
Cr one-time deferred tax hit on associate.

Note 30: Massive 270% surge in capital commitments
for new liquid bulk berth.

Remeasurement of DTL on investment in associate
(PRCL) reflects prudent legislative compliance.

Recurring payments for specialized port management
services are at arm's length.

100% payout ratio supported by massive [1,069 Cr cash
pile.

Auditor noted that for certain periods, edit log facilities
were unavailable for specific accounting software.

Potential future restatements in associate PRCL
regarding railway electrification accounting.

Extreme dependency on promoter group for business
volume; contract renewal due April 2026.

A. Auditor Report & Key Audit Matters * Audit Opinion: Unqualified Opinion. The prior year's qualification
regarding the associate (PRCL) has been resolved. * KAM 1: Incentive and Rebate Accruals: Auditor flagged
the estimation of [117.98 Cr in volume-linked rebates. Concern centers on management judgment in forecasting
volumes to determine threshold eligibility. * KAM 2: GMB Dispute Recoverability: Focus on the [18.54 Cr bank
guarantee encashed by GMB and the [B3.76 Cr liquidated damages demand. Auditor assessed the legal basis
for non-provision. * Emphasis of Matter: Uncertainty regarding GMB dues recovery and a pending ICAI opinion



for associate PRCL regarding railway electrification accounting. * Internal Control Weakness: Audit Trail Non-
compliance. Edit log facilities were unavailable for specific accounting software master data and database
changes during certain periods of FY25.

B. Related Party Transactions | Party | Relationship | Nature | Amount (COCr) | Concern | | i--- | === | i=== | :-=- | == |
| Maersk A/S | Promoter Group | Port Service Income | >20% of Rev | Extreme ecosystem dependency;
contract renewal risk | | Related Party Receivables | Promoter Group | Billed Dues | 24.03 Cr | 50.4% of total
billed receivables | | APM Terminals | Promoter | Business Support | 6.25 Cr | Recurring management fees | |
PRCL | Associate | Share of Profit | 16.69 Cr | 76% YoY increase; boosts PAT | | Trade Payables (RP) | Group
Entity | Outstanding | 13.24 Cr | 32.6% decrease YoY |

C. Shareholding * Promoter Holding: 44.01% (APM Terminals Mauritius). * Promoter Pledge: 0.00%. *
Institutional Holding: Significant FII/DII presence given the "Cash Cow" status.

D. Board Composition + KMP Compensation * Board Composition: 9 Directors; 33.33% Independent
(Compliant but below 50% best practice). 2 Women Directors. * KMP Compensation: * Girish Aggarwal (MD):
[B.31 Cr (+8.88% YoY) | 0.57% of EBITDA. * Santosh Breed (CFO): [0.96 Cr (+9.09% YoY) | 0.17% of EBITDA.
* Manish Agnihotri (CS): [0.98 Cr (+8.89% YoY) | 0.17% of EBITDA. * Analysis: Total KMP compensation grew
~9%, significantly outpacing stagnant EBITDA growth of 0.70%. MD remuneration is 12.84x the median
employee pay. No intra-family compensations disclosed.

F. Capital Allocation & Capex | Action | FY current (LCr) | FY prior (OCr) | % of CFO | Signal | | :--- | :--- | === | :---
| :--- | | Dividends Paid | 372.00 Cr | 338.00 Cr | 83.41% | Value-Creating | | Capex (Fixed Assets) | 95.00 Cr |
72.00 Cr | 21.30% | Value-Creating | | Interest Received | 78.00 Cr | 59.00 Cr | 17.49% | Positive | | Lease
Liabilities | 28.00 Cr | 31.00 Cr | 6.28% | Deleveraging |

CAPEX Analytical Notes: * CFO Coverage of Capex: 4.69x. Hyper-liquid position with CFO easily covering
[®5 Cr spend. * Nature of Capex: Growth-oriented but delayed. [(B62.35 Cr in capital commitments is
earmarked for the Liquid Bulk Berth. * Deployment Efficiency: Revenue was flat (-0.08%) despite a 32%
increase in capex spend YoY, reflecting the delay in liquid berth commissioning (Dec 2026). * Key
Takeaway: Strategic paralysis in the container segment due to the 2028 concession expiry is forcing all growth
capital into the liquid segment.

H. Risks * Concession Expiry (Sept 2028): Terminal value risk; halts major container capex. Impact: High. *
GMB Litigation: Dispute over [52.3 Cr dues; potential cash outflow + interest. Impact: High. * Red Sea Crisis:
Vessel schedule unreliability; -14% Container volume. Impact: High. * Audit Trail Lapse: Missing edit logs for
master data; forensic risk. Impact: Medium. * Concentration Risk: Maersk A/S dependency (>20% Revenue).
Impact: Medium.



5. Scorecard & verdict

Part a: scorecard

Dimension Key evidence One-line rationale
. . Container Vol -14%; Strong RoRo/Liquid growth offset by structural decline
Business quality 3 ! " . .
Market share loss and competitive pressure in core Containers.
. . D/E 0.03x; Cash [1,069 Exceptional liquidity and zero-debt status provide a
Financial health 5 - . . . .
Cr; CFO > PAT massive buffer against operational headwinds.
. . CFO [446 Cr > PAT [B97  High cash backing of profits and removal of prior year
Earnings quality 4 1 . e . .
Cr; Clean Audit qualification, despite non-core income surge.
Management & 3 Audit trail lapse; 50% Transparent regarding concession risks but technical
governance - RPT Receivables IT lapses and high promoter dependency persist.
Capital allocation & 3 . 100% Payout; Liquid Disciplined dividends but growth visibility is clouded by
visibility Berth delayed 12m the 2028 concession cliff and project delays.

Business positives (for this company this year) * Strong Cash Conversion: CFO of [446 Cr comfortably
exceeds PAT of [B97 Cr, indicating high-quality earnings. * RoRo Segment Explosion: Volume grew 70% to
164,977 units, validating the port's "Rail Moat" for automotive OEMs. * Liquid Efficiency: LPG pumping rates
increased 3x via cryogenic tanks, driving a 14% volume growth in the liquid segment. * Debt-Free Balance
Sheet: Zero gross debt with a massive cash pile of (1,069 Cr covering all liabilities 13x. * Improved
Collections: Trade receivables fell 17.3% to [48 Cr despite flat revenue, reducing debtor days to 18. *
Associate Performance: Pipavav Railway Corp (PRCL) saw a 76% jump in profit share to [16.69 Cr.

Business negatives | concerns (for this company this year) * Container Structural Decline: Volume
dropped 14% to 694,899 TEUs as customers migrated to rival ports (Mundra/Hazira). * Concession Paralysis:
Management is refusing to invest in container modernization due to the Sept 2028 expiry. * Growth Catalyst
Delay: The [740 Cr Liquid Bulk Berth project is delayed by 12 months to December 2026. * Governance Red
Flag: Auditor reported a material weakness in IT controls (Audit Trail/Edit Logs) for master data. * High RPT
Dependency: Related party billed receivables account for 50.4% of total receivables; >20% revenue from
Maersk. * Non-Core Earnings: Other Income (primarily interest) surged to (88 Cr, accounting for 17.7% of PBT.

OVERALL SCORECARD SUMMARY Gujarat Pipavav Port is currently a "Fortress Balance Sheet" facing a
"Strategic Identity Crisis." While financial health is exemplary with zero debt and (1,069 Cr in cash, the core
container business is in a state of managed decline due to the 2028 concession expiry. Earnings quality has
improved with the removal of the audit qualification, but the business is increasingly reliant on non-core interest
income and associate profits. The trajectory is "Stable but Constrained," as the company transitions from a
growth asset to a high-yield dividend play pending regulatory clarity.



Part b: governance check matrix

# Check Status
1 Audit opinion clean? —
2 Promoter pledge = 0? —
3 KMP pay < 5% of PAT? —
4 RPT quantum < 5% of revenue? —
5 Board > 50% independent? —
6 At least 1 woman director? —
7 No statutory dues outstanding? —
8 No fraud reported? —
9 Audit trail enabled? —
10 Frequent Auditor change =

Final line: "Total: 7/10 — Governance Rating: 3"
Part c: investor verdict

Thesis: GPPL is a debt-free, high-yield "cash cow" undergoing a forced pivot to Liquid/RoRo cargo while its core
container segment is held hostage by the 2028 concession expiry. Overall stance: Watch Rationale: The 100%
dividend payout and fortress balance sheet provide a floor, but the 14% container decline and 12-month liquid
berth delay limit near-term upside. Re-evaluate when: Concession renewal is announced OR Container
volumes stabilize for two consecutive quarters. BULL CASE: 30-year concession renewal by 2026 triggers the
"Master Plan" for container capacity, leading to a 20% re-rating. BEAR CASE: GMB imposes a massive upfront
renewal fee (>[500 Cr) or renewal is delayed beyond 2027, leading to terminal value erosion. Key monitorable:
Container Volume Growth: -14% - Watch for >0% stabilization.



7. Year-over-year analysis

7.1 Changes
Metric / theme Summary a status Summary b status Forensic takeaway
The core business has hit a growth ceiling as
Revenue 7.8% growth; volume-led -0.08% growth; stagnant . . .
. ] structural declines in the container segment
Growth expansion. top-line. L o
offset gains in RoRo and Liquid cargo.
Qualified Opinion due to Unqualified Opinion; prior  Financial reporting integrity has improved
Audit Opinion unaudited associate (PRCL)  year accounting issues significantly with the normalization of associate
financials. resolved. company audits.
. Other Income at (98 Cr; Reported net profit growth is currently artificial,
Earnings Other Income at [B1 Cr; L . . . L
- o ; Profit driven by interest on masking a flat operating performance with high
Composition Profit driven by operations. ) ) .
cash. interest yields on the cash pile.
. . 270% surge in The company is aggressively accelerating its
Capital Maintenance-heavy; (740 Cr . . . L .
. . commitments to [B62.35 capital pivot toward liquid cargo to mitigate the
Commitments liquid berth approved. . . ] .
Cr. decline of its container business.
. . Cash flow efficiency has tightened further, with
. . Receivables at [b8 Cr; Receivables at (48 Cr; . . .
Working Capital aggressive collections reducing counterparty
Debtor days at 21. Debtor days at 18. )
exposure despite stagnant sales.
. L . Regulatory and execution hurdles are pushing
Project Liquid berth on track for Liquid berth delayed 12 .
) the primary growth catalyst dangerously close
Execution FY25/26. months to Dec 2026. ) )
to the 2028 concession expiry.
Persistent failures in IT audit trails suggest a
IT Internal Lack of daily backups and Edit logs unavailable for L o g
) systemic inability to remediate internal control
Controls edit logs for 8 months. master data changes.

weaknesses regarding data integrity.

7.2 Persistent patterns

» The September 2028 concession expiry remains the primary terminal value risk, causing strategic
paralysis and a refusal to reinvest in container infrastructure.

* The port maintains a "Fortress Balance Sheet" with zero gross debt and a massive cash reserve
consistently exceeding 1,000 Cr.

» Management follows a "Harvesting Strategy," consistently returning ~100% of Net Profit to
shareholders via dividends as the concession end-date nears.

» High ecosystem dependency persists, with over 50% of billed receivables and significant revenue tied
to the Maersk/APM Terminals group.

* The Gujarat Maritime Board (GMB) litigation regarding encashed bank guarantees and liquidated
damages remains a recurring, unresolved contingent liability.

 Superior cash conversion remains a structural trait, with Cash Flow from Operations (CFO)
consistently exceeding Net Profit.

» The "Rail Moat" continues to drive the RoRo (Automotive) segment, which remains the most
consistent high-growth operational bright spot.
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