Gujarat Pipavav Port Ltd — FY 2023 Annual Report Analysis

Annual Report Analysis (Consolidated)

Investor Snapshot

# Analytical point Sentiment

GPPL operates as a high-efficiency port leader, ranked #1 by World Bank, with a strategic pivot
toward RoRo (+68.5%) and Liquid cargo (+27.2%) to offset dry bulk declines.

Revenue grew 23.7% to [917 Cr, primarily fueled by a 21.7% increase in Container TEUs and
aggressive volume-linked incentives.

Operating leverage improved as employee costs fell to 8.22% of revenue, though margins face
pressure from a 63% surge in rebates and incentives totaling [127.57 Cr.

Net Profit jumped 70% to [(B13 Cr, significantly aided by a transition to a lower 24% tax regime and
higher other income rather than pure operational growth.

The balance sheet remains exceptionally lean with a D/E of 0.03x and a massive cash cushion of 895
Cr, providing high localized liquidity.

Strong cash flow from operations of [B70 Cr comfortably funded a 94% dividend payout ratio,
cementing its status as a high-yield "cash cow."

Capital allocation is focused on a [740 Cr liquid berth expansion to capture LPG demand, though
[B7.17 Cr in recurring cyclone repair costs suggests climate vulnerability.

Earnings quality is compromised by a 64.7% spike in trade receivables, with 50% of dues ( 42.89 Cr)
concentrated in related parties, suggesting aggressive revenue recognition.

Governance concerns are highlighted by a Qualified Audit Opinion regarding 21.37 Cr in unaudited
associate profits and a board that is only 38% independent.

The company faces a terminal value cliff with the 2028 concession expiry and a 52.30 Cr contingent
liability from ongoing GMB litigation without provisioning.

The outlook is bifurcated between robust operational asset sweating (ROCE up to 20%) and high
regulatory uncertainty regarding renewal terms.

Investment View: Watch; stance is tempered by transparency gaps and the looming 2028 cliff;
monitor related-party receivable levels and concession renewal clarity.

1. Business overview (In Bullet Points)

» Business Segments: Gujarat Pipavav Port Ltd (GPPL), part of the APM Terminals network, operates a multi-
cargo gateway in Southwest Gujarat across four primary segments: Containers, Liquid Cargo (LPG), RoRo
(Cars), and Dry Bulk.

* Revenue Drivers: Growth is volume-led, specifically through new service additions (Middle East service),
stabilized global sailing schedules, and improved rail evacuation.

« Cost Drivers: Total operating expenditure rose 25% YoY to [414.81 Cr, driven by higher equipment hire
charges, fuel costs, maintenance/repairs, and a 237.7% spike in insurance premiums following cyclone
damage.

« Industry Position: Ranked as India’s most efficient port by the World Bank/S&P Global Port Performance
Index; handles >70% of cargo via rail, providing a significant logistics cost advantage.



« Expansion Plans: Board approved a $90 Million (approx. [740 Cr) capex for a new liquid berth to increase
capacity from 2 Mn MT to 5.2 Mn MT.

» Acquisitions & Partnerships: No new acquisitions; however, the company entered a long-term lease for a
warehouse at a Multi-Modal Logistics Park (MMLP) and relies on associate Pipavav Railway Corporation
Limited (PRCL) for rail connectivity.

 Capacity Additions: Upgraded existing liquid berth to handle partially loaded Very Large Gas Carriers
(VLGCs), awaiting final regulatory approvals.

* Segment Performance: Containers (+21.7%), Liquid (+27.2%), and RoRo (+68.5%) showed strong growth,
while Dry Bulk declined (-6.7%) due to volume loss to a neighboring captive jetty.

» Geographical Presence: Strategically located on the West Coast of India; management is targeting

"China+1" tailwinds and "Make in India" export surges while navigating headwinds in US and European
markets.

2. Management commentary & outlook

* Management is pivoting GPPL from a general cargo port to a specialized energy and auto hub, focusing on
high-margin, sticky cargo like LPG and RoRo.

* The transition to a lower tax regime in FY23 has structurally improved the bottom-line profile, resulting in a
Net Profit of [292.45 Cr (up 51% YoY on a standalone basis).

« A critical qualitative overhang remains the Concession Agreement expiry in September 2028; management
remains guarded, stating they are "engaged with stakeholders for an early clarification."

» Management is explicitly cautious about US and European markets due to high inflation and the Russia-
Ukraine conflict, expecting pressure on Indian exports to these regions.

« Steady demand is anticipated from the Middle East and Far East, with LPG identified as a long-term volume
driver supported by the Pradhan Mantri Ujwala Yojana.

» The associate company, PRCL, contributed [21.36 Cr to consolidated profits, though synchronization issues
led to a qualified audit opinion due to the use of unaudited management representations.

* GPPL is pursuing a "Green Gateway" branding with a Net Zero target of 2040, aligning with global mandates
of the parent, APM Terminals.

» Management maintains a disciplined capital allocation strategy, evidenced by a 100% dividend payout policy
and a debt-free balance sheet.

» The quick 7-day turnaround following Cyclone Biparjoy is highlighted as a demonstration of high execution
capability and disaster management maturity.

* Management Tone: Pragmatic and operationally focused with a "Wait-and-Watch" stance on regulatory
hurdles. While management demonstrates high execution capability and capital discipline, there is a notable

silence on the specific terms of the 2028 concession renewal, leaving a gap in long-term terminal value
visibility.



3. Financial analysis

3.1 Financial statements

P&L statement ((JCr)

Line item Mar 2023 Mar 2022
Sales 917 741
Sales Growth % 23.68 1.08
Expenses 414 331
Manufacturing Cost % 30.57 29.39
Employee Cost % 8.22 10.08
Other Cost % 6.40 5.12
Operating Profit 503 411
OPM % 55 55
Other Income 35 30
Exceptional items -38 -5
Other income normal 72 35
Interest 8 S
Depreciation 116 129
Profit before tax 413 307
Tax % 24 36
Net Profit 313 197
Exceptional items AT -28 -3
Profit excl Excep 341 201
Profit for PE 341 201
Profit for EPS 313 197
Profit Growth % 70 -10
EPS (O 6.48 4.08

Dividend Payout % 94 98



Balance sheet ([ICr)

Line item Mar 2023 Mar 2022
Equity Capital 483 483
Reserves 1,827 1,760
Borrowings 79 a7
Lease Liabilities 79 a7
Other Liabilities 479 442
Trade Payables 66 44
Advance from Customers 6 9
Other liability items 407 389
Total Liabilities 2,869 2,733
Fixed Assets 1,363 1,408
Land 37.24 38.19
Building 657.29 652.51
Plant Machinery 1,065.61 1,025.32
Ships Vessels 386.92 386.92
Furniture n fittings 3.20 3.07
Railway sidings 38.91 38.91
Vehicles 2.72 2.51
Intangible Assets 0 0
Other fixed assets 6.95 5.68
Gross Block 2,198.84 2,153.11
Accumulated Depreciation 835.69 744.90
CWIP 95 49
Investments 315 294
Other Assets 1,096 981
Inventories 8 10
Trade receivables 86 52
Cash Equivalents 895 856
Loans n Advances 17 14
Other asset items 91 50

Total Assets 2,869 2,733



Cash flow statement ((ICr)

Line item Mar 2023 Mar 2022
Cash from Operating Activity 370 380
Profit from operations 475 408
Receivables -36 -4
Inventory 1 0
Payables 19 11
Loans Advances 0 0
Other WC items 18 27
Working capital changes 3 33
Direct taxes -107 -61
Cash from Investing Activity -82 -166
Fixed assets purchased -58 -51
Fixed assets sold 0 0
Interest received 28 27
Other investing items -52 -142
Cash from Financing Activity -273 -220
Interest paid fin 0 -5
Dividends paid -246 -193
Financial liabilities -26 -22
Other financing items 0 0
Net Cash Flow 15 -6
Free Cash Flow 312 329
CFO/OP 95 107
Key ratios
Line item Mar 2023 Mar 2022
Debtor Days 34 26
Inventory Days 0 0
Days Payable 0 0
Cash Conversion Cycle 34 26
Working Capital Days -52 -79
ROCE % 20 14

3.2 Financial analysis summary

* Revenue grew by 23.68% to [917.00 Cr, primarily driven by Port Services; however, this growth was
supported by a 63% surge in incentives and rebates to [127.57 Cr, suggesting aggressive volume-push
strategies that impacted Trade Receivables, which spiked 64.65% to [86.00 Cr.



* Operating Profit increased to [503.00 Cr with a stable OPM % of 55.00%, benefiting from high operating
leverage as Employee Cost % dropped from 10.08% to 8.22%, while Other Cost % rose to 6.40% due to a
237.7% spike in insurance expenses following cyclone damage claims.

* Net Profit surged 70% to [B13.00 Cr, significantly aided by a lower effective tax rate of 24% due to the new
tax regime migration and a substantial increase in Other Income to [72.00 Cr, which includes a [21.36 Cr
share of profit from the associate PRCL.

» Exceptional items of [B7.17 Cr relate to ongoing repairs from Cyclone Tauktae, appearing for the second
consecutive year and signaling a prolonged recovery phase that has weighed on Profit before tax and CFO.

» Trade Receivables growth (64.65%) significantly outpaced Revenue growth (23.68%), leading to a
deterioration in Debtor Days from 26 to 34; [42.89 Cr (50%) of receivables are due from related parties, and
[6.16 Cr in credit-impaired assets are aged over 3 years.

» Working Capital remains negative at -52 days, providing a structural liquidity advantage, though the Cash
Conversion Cycle lengthened to 34 days due to the receivables spike, which acted as a [B6.00 Cr drag on
CFO.

* Fixed Assets (Net Block) decreased to [1,363.00 Cr as Depreciation of [116.00 Cr outpaced Capex of
[58.00 Cr, while CWIP rose to [05.00 Cr; additions to Lease Liabilities (ROU assets) totaled [53.47 Cr,
primarily for machinery.

* Total Debt remains negligible with a Debt/Equity of 0.03, consisting entirely of Lease Liabilities which rose to
[79.00 Cr; the company maintains a massive liquidity buffer with Cash Equivalents of [895.00 Cr.

» CFO of [B70.00 Cr comfortably covered Capex of [58.00 Cr, resulting in a strong Free Cash Flow of [(312.00
Cr, which supported a high Dividend Payout % of 94.00% ([246.00 Cr).

* ROCE % improved significantly from 14.00% to 20.00%, reflecting enhanced capital efficiency and higher
EBITDA margins (62.70%), although the quality of earnings is impacted by a qualified audit opinion regarding
[21.37 Cr in unaudited associate profits.

» Other Assets and Other Liabilities are heavily influenced by "Accruals of Incentives and Rebates" ((115.13
Cr), which represents 12.5% of annual revenue and serves as a sensitive management estimate for
commercial settlements.

» Other Expenses were impacted by a 44.7% increase in Legal and Professional fees ([12.36 Cr) linked to the
GMB litigation and cyclone insurance claim processing.

» The dominant financial theme of the year is robust volume-led growth and margin expansion coupled
with high shareholder payouts, tempered by deteriorating receivable quality and persistent
regulatory/lconcession uncertainties.

3.3 Contingent liabilities & commitments

« GMB Bank Guarantee Encashment: [18.54 Cr encashed by Gujarat Maritime Board in 2019, still carried as
a "Receivable" despite the lapse of time; represents a recovery risk.

* GMB Liquidated Damages Demand: [B3.76 Cr plus 18% interest demanded by GMB; management deems
the claim "not tenable" and has made no provision.

* GST Demand: [B.34 Cr related to the GMB claim.
* Capital Commitments: [57.83 Cr for Property, Plant & Equipment (PPE) as of March 31, 2023.

* Litigation Provision: The company maintains a static provision of [20.80 Cr for other claims.



3.9 Earnings quality & forensic checks



# Check Impact

Profit { — earnings overstate cash;
1 PAT vs CFO trend PAT [B13 Cr vs CFO [B70 Cr shows
healthy conversion.

Receivables & Revenue 11 — channel stuffing risk;
2 channel-stuffing receivables grew 64.7% vs sales
signal growth of 23.7%.

Revenue 11 — estimation risk; accruals
for rebates ([115 Cr) rely on subjective
volume forecasts.

Revenue timing
(accruals/advances)

Revenue 1 — concentration risk; 50%
Revenue from

related parties %

of trade receivables are due from
related party entities.

Profit + — efficient working capital;
inventory decreased 25% while
revenue grew 23.7%.

Inventory vs revenue
growth

Profit | — accounting alignment;
change from FIFO to Weighted
Average reduced profit slightly.

Inventory valuation
method change

Profit { — recurring "exceptional” costs;
cyclone repairs appeared in two
consecutive fiscal years.

Exceptional items in
operating profit

Profit 1 — aggressive write-offs; assets
< [1.25 Lakhs are 100% depreciated in
year one.

Depreciation rate vs
useful life policy

Profit t — non-cash gain; [21.37 Cr
associate profit included based on
unaudited statements.

Provision reversals
boosting PAT

Profit 1 — tax regime shift; effective

10 Tax rate consistency
rate dropped to 24% from 36% YoY.

Profit | — capital efficiency; CWIP
CWIP age and R
11 . . nearly doubled to [95 Cr indicating
stalling projects : )
ongoing expansion.

Profit 1 — remeasurement gain;
Deferred tax asset - . .
12 - transition to new tax regime required
recognition .
revaluation of DTL.

Revenue t — promoter reliance;
RPT quantum and .
13 trend related party receivables more than
doubled in one year.

. . Neutral — sustainable payouts; (246
Dividend paid vs FCF L
14 Cr dividend well-covered by [B12 Cr
adequacy
Free Cash Flow.

) e Profit 11| — transparency risk; inclusion
Auditor Qualification . .
15 o of [21.37 Cr profit from associate
(Consolidation) .
based on unaudited data.

Neutral — legal risk; title deeds for land

16  Asset Title Deeds .
(C2.50 Cr) not in company name.

Status

Notes detail

CFO/OP at 95% indicates strong cash
generation despite high non-cash associate
profits.

Note 8(a): Receivables growth 2.7x revenue
growth suggests aggressive credit terms to
drive volume.

Note 18(a): Auditor identified rebate accruals
as a KAM due to management judgment in
forecasting.

Note 8(a): High concentration of credit risk
within the promoter group (APM Terminals).

Note 7: Low inventory levels are typical for a
service-based port operator.

Note 7: Method change implemented in FY23
to align with standard group practices.

Note 26: Costs relate to Cyclone Tauktae;
persistence suggests potential classification
of maintenance as exceptional.

Note 2.16: Useful lives based on internal
technical estimates rather than Schedule Il
defaults.

Auditor's Qualified Opinion: Consolidated PAT
includes unaudited figures from associate
Pipavav Railway.

Note 2.7: Migration to new tax regime (22% +
surcharge) effective April 1, 2022.

Balance Sheet: Increase in CWIP aligns with
reported capital commitments of [57.83 Cr.

Note 2.7: Remeasurement of deferred tax
balances following the adoption of Section
115BAA.

Note 35: Significant increase in outstanding
balances from group entities despite flat
promoter stake.

Cash Flow: 94% payout ratio supported by
massive cash reserves of [895 Cr.

Breakdown in group-level audit coordination
regarding PRCL financials.

Potential legal/administrative hurdles in asset
ownership verification.



4. Management & governance

A. Auditor report & key audit matters

 Audit Opinion: Qualified Opinion. The opinion is qualified because the consolidated PAT includes [21.37
Cr from Pipavav Railway Corporation Limited (PRCL) based on unaudited management accounts.

* Key Audit Matter 1: Accrual of Incentives and Rebates: Auditor identified significant judgment in
estimating volume-based rebates ([115.13 Cr). The 63% YoY increase in rebates suggests aggressive
commercial positioning.

» Key Audit Matter 2: Recoverability of GMB Receivables: Dispute regarding [18.54 Cr bank guarantee
encashment by GMB. Management continues to treat this as a receivable despite the lapse of time.

« Emphasis of Matter: Uncertainty regarding a GMB demand for liquidated damages of [B3.76 Cr plus 18%
interest. No provision has been made.

« Internal Financial Controls (IFC): Auditor reported a material weakness regarding the consolidation process
and reliance on unaudited information from PRCL.

B. Related party transactions

. . Amount (O
Relationship Nature cn Concern
r
. Port Service . Material contract approved by
Maersk A/S Group Entity Not disclosed
Income shareholders

Related Party Promoter . 135% increase YoY; 50% of total

) Outstanding Dues 42.89 Cr .
Receivables Group receivables
PRCL Associate Share of Profit 21.36 Cr Unaudited figure used in consolidation
APM Terminals - .

- Promoter Dividend Paid 108.26 Cr Based on 44.01% stake
Mauritius
Service Income (Group)  Group Entity Other Income 4.93 Cr Up from 2.17 Cr YoY
Trade Payables (RP) Group Entity Outstanding 12.64 Cr Up from 5.92 Cr YoY

C. Shareholding

* Promoters: 44.01% (Unchanged)
* Flis: 19.46% (Down from 21.30%)
* DllIs: 20.25% (Up from 18.99%)

* Public: 16.28% (Up from 15.70%)
* Pledged Shares: 0.00%

D. Board composition + KMP compensation

* Board Independence: 38.46% (5 out of 13 directors are independent).
« Women Directors: 4 (Hina Shah, Monica Widhani, Matangi Gowrishankar, Avantika Singh Aulakh).
« KMP Compensation:

» Jakob Friis Sorensen (MD): [5.67 Cr (+0.30% YoY)

> Santosh Breed (CFO): [0.80 Cr (+8.00% YoY)

> Manish Agnihotri (CS): [0.80 Cr (+8.00% YoY)



 Analysis: Total KMP compensation growth (~5%) is significantly lower than the 22.38% EBITDA growth. No
compensations within the same family were disclosed.

F. Capital allocation & capex

Action FY current (CJCr) FY prior (CCr) % of CFO  Signal
Dividends Paid 246.00 Cr 193.00 Cr 66.49% Value-Creating
Capex (Fixed Assets) 58.00 Cr 51.00 Cr 15.68% Value-Creating
Lease Liabilities Paid 26.00 Cr 22.00 Cr 7.03% —

Interest Received 28.00 Cr 27.00 Cr 7.57% Positive

Net Debt Change 32.00 Cr 25.00 Cr 8.65% —

« CAPEX Analytical Notes:
- CFO Coverage of Capex: CFO/Capex ratio is 6.38x, indicating massive surplus cash generation.

- Nature of Capex: Primarily maintenance and cyclone restoration. However, management has approved
a new liquid berth capex of approx. [740 Cr to expand capacity.

- Deployment Efficiency: Revenue grew 23.68% on a flat asset base, showing high asset sweat.

- Key Takeaways: The upcoming [740 Cr liquid berth expansion is the first major growth capex in years
and will likely reduce future dividend payouts.

H. Risks

» Concession Expiry (Strategic): Concession valid only until Sept 2028. High Impact: Terminal value risk
and uncertainty over renewal terms.

» GMB Litigation (Regulatory): Dispute over [18.54 Cr guarantee and [B3.76 Cr demand. High Impact:
Potential [52.30 Cr + interest outflow and asset write-off.

« Qualified Consolidation (Governance): Unaudited associate (PRCL) financials. Medium Impact: (21.36 Cr
(6.8% of PAT) could be subject to restatement.

* Receivable Concentration (Credit): 50% of receivables from Related Parties. Medium Impact: [42.89 Cr;
potential liquidity strain if group entities delay payments.

 Cyclone Frequency (Operational): Increasing frequency on the West Coast. Medium Impact: Suspension
of operations and recurring repair costs ([B7.17 Cr in FY23).



5. Scorecard & verdict

Part a: scorecard

Dimension Key evidence One-line rationale

. . 23.7% Rev growth; World Bank Strong moat in efficiency and rail connectivity,
Business quality 4 -

#1 efficiency rank but concession expiry limits long-term score.
. . D/E 0.03x; Cash [895 Cr; CFO Debt-free balance sheet with massive cash
Financial health 5 =
[B70 Cr reserves and strong FCF.
. . Receivables +64.7%; Qualified Aggressive revenue recognition via rebates
Earnings quality 2 ! - . . . ’ .
Opinion; 50% RPT Receivables and unaudited associate profits mar quality.
Qualified Opinion; GMB Operational excellence is offset by
Management & o . N
overnance 3 ! Litigation; 38% Board transparency gaps in consolidation and
Vi
g Independence regulatory disputes.
. . . o Excellent historical payouts; growth visibility
Capital allocation & 94% Div Payout; [740 Cr Liquid . o )
. - 4 - improved by liquid expansion, though
earnings visibility Capex approved

concession is a cliff.

Business positives (for this company this year) * Efficiency Leadership: Ranked as India’s most efficient
port by World Bank/S&P, driving a 21.7% growth in Container TEUs. * Strong Cash Generation: CFO of [B70
Cr comfortably covers maintenance capex of [68 Cr, supporting a 94% dividend payout. * Strategic Pivot:
RoRo volumes surged 68.5% and Liquid cargo 27.2%, successfully diversifying away from declining dry bulk. *
Debt-Free Status: Negligible debt (D/E 0.03x) with a massive cash buffer of [B95 Cr. * Operating Leverage:
Employee costs as a % of revenue fell from 10.08% to 8.22% despite high inflation.

Business negatives | concerns (for this company this year) * Concession Risk: No clarity on the 2028
concession expiry, creating a terminal value cliff for investors. * Deteriorating Receivables: Trade receivables
grew 64.7% (2.7x revenue growth), with 50% concentrated in related parties. * Audit Qualification:
Consolidated PAT includes [21.37 Cr (6.8% of total) from an unaudited associate, signaling a governance gap. *
Regulatory Litigation: Ongoing dispute with GMB involving [52.30 Cr in claims for which no provision has been
made. * Aggressive Revenue Tactics: Incentives and rebates surged 63% to [127.57 Cr, suggesting top-line
growth is being "bought."

Overall scorecard summary GPPL remains a high-quality, cash-generative infrastructure asset with best-in-
class operational efficiency and a pristine, debt-free balance sheet. However, the quality of earnings has
weakened this year due to a sharp spike in related-party receivables and a qualified audit opinion regarding
unaudited associate profits. While the strategic pivot to Liquid and RoRo cargo is yielding results, the looming
2028 concession expiry remains the single largest risk to the investment thesis, keeping the business on a
"stable but cautious" trajectory.



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 =

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

Thesis: GPPL is a high-yield "cash cow" port with superior operational efficiency, currently transitioning into a
specialized energy hub while facing a significant regulatory cliff in 2028. Overall stance: Watch Rationale:
Strong operational performance and dividend yield are currently offset by deteriorating receivable quality and the
lack of visibility on concession renewal. Re-evaluate when: Related-party receivables as a % of total
receivables drop below 25% OR a formal concession extension is announced. BULL CASE: Concession
extension to 2048 with favorable terms + successful commissioning of the (740 Cr liquid berth. BEAR CASE:
GMB litigation results in a [50 Cr+ write-off + concession renewal requires a massive upfront fee or significantly
higher revenue share. Key monitorable: Related Party Receivables: [42.89 Cr — Watch for any further
increase beyond 50% of total receivables.
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