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Ladies and gentlemen, good day and welcome to Gujarat Pipavav Port Limited Q4 FY19 Post
Result Analyst Conference Call hosted by Ambit Capital. As a reminder, all participant lines
will be in listen-only mode and there will be an opportunity for you to ask questions after the
presentation concludes. Should youneed assistance during the conference call, please signal an
operator by pressing ‘*’ and then ‘0’ on your touchtone phone. Please note this conference is
being recorded. I now hand the conference over to Mr. Jay Kakkad from Ambit Capital. Thank

youand over toyou, sir.

Good morning, ladies and gentlemen. On behalf of Ambit Capital, we welcome you all to the
Q4 Earnings Call of Gujarat Pipavav. We have withus Mr. Keld Pedersen -- M anaging Director
and Mr. Santosh Breed -- CFO. I hand over the call to the management for the opening remarks

after which question-and-answer session will follow. Sir, over to the management.

Yes. Keld Pedersen here. Good morning and good afternoon to everyone. So, I would as usual
like to jump directly into our key highlights for the quarter first and foremost. So, on the
container volume, we did 219,000 TEU, this is 12% decrease versus previous quarter. But we
should keep in mind that the previous quarter was an all-time high for Gujarat Pipavav Port at
250,000 TEU. Then we have had a really strong quarter for fertilizer, it is up with 57%, keeping
in mind it is the lowest margin we have on this part of the business then it will take us down to

less increases in the finances.

Liquid: We did 236,000 M T. This is a 58% increase versus previous quarter and it is driven by
the LPG volumes.

For Ro-Ro, volume continued to be muted at 14% decrease versus previous quarter.

So, now when we go into the financial results, obviously, Santosh will take you through little bit
later, but we end up with the revenue at 3% increase, 6% increase on the expenses as I said
higher operating expenses in particular in line with the higher Fertiliser volumes, so that takes
us to an EBITDA at 995 million, margin of 55% and net profit of 506 million which is 3% lower
than previous quarter. In this number, we have higher depreciation charge for the quarter of
around 40 million, but Santosh will explain this a little bit later and that also reflects in our year-

end numbers, which I will jump into now.
So, Container volume, we are clearly happy. When we look at the volume, we look at the
utilization of our port to have 29% increase and clearly an all-time record for the port against

2014 where we landed around 780,000 TEU.

On Dry Bulk, which we always say that we have not had too big expectations to that part ofthe
business, then it has however increased 10% year-on-yearand it is the highest fertilizer volume

we have ever had.

Liquid business: 38% decrease. I am sure we will have some good discussions on this.
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Ro-Ro is 23% decrease versus previous year. So, when we look at the financial results, wehave
8% increase to Rs. 7,020 million, expenses at Rs.3,149 million, which is 15% increase, again
with the record year of fertilizer and EBITDA takes us into an increase at 3%, margin at 55%
and 4% increase versus previous year on the net profit at Rs.2,052 million. Had we not had our
additional depreciation charge, then we would have been somewhat closer to 6% increase year-

on-year on thenet profit.
So, going into the operational highlights:

I think what we are in particular happy to see is turnaround on the liquid. We still have to see it
become sustainable at a decent level and while we are confident, we will grow over time, then

we will still have to monitor the coming quarters.

Also, on Dry Bulk —we have said many times we are not sure how this will develop for the port,

but we deliver what would call a very decent result here with the fertilizer record.

We have together with our board of directors, we are recommending a final dividend at 18% at
1.80 per share taking us to Rs.3.5 pershare for the full year and we pay out everything we can

while we look where to spend our cash.
Over to you, Santosh.

Thanks, Keld. So, let me give you an overview of financials for the quarter ended 31st March
2019. Of course, that part has been already covered in key highlights, but let me take y ou through
those numbers one more time. The total operating income for the fourth quarter at INR1,801
million, it is 3% higher than the immediate preceding quarter due to higher income from bulk
and liquid business. Total expenses at INR806 million are higher by 6% as compared to the
previous quarter. Operating expenses at INR379 million is higher by 16%, this is mainly due to
the higher fertilizer volume handled during the quarter. Other expenses at INR277 million are
lower by 4% compared to the previous quarter. Previous quarter had a one-off dredging cost of
INR 10 million. EBITDA at INR995 million is higher by 1% and margin at 55% is lower by
approximately 130 basis points, this is mainly due to higher volumes from bulk business where
we have low margins. Other income at INR111 million is higher by 7% as compared to the
previous quarter. The net profit for the fourth quarter at INR506 million is lower by 3% as
compared to the previous quarter mainly because of higher depreciation charge. In comparison

to same quarter last year, EBITDA is higher by 7% and net profit is higher by 4%.

[ will also take you through the financial overview for the full year ended 31st March2019. So,
as compared to the previous year, the total operating income at INR7,020 million is higher by
8% due to higher income from the container and bulk business. Total expenses at INR3,149
million are higher by 15%, of these operating expenses at INR1,442 million are higher by 22%
mainly due to container and bulk volumes. Other expenses at INR1,110 million are higher by
7% due to the repair and maintenance cost and CSR expenses. EBITDA at INR3,871 million is
higher by 3% and margin at 55% is lower by approximately 250 basis points, mainly due to the
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one-off offshore income which was there in the previous year. Net result at INR2,051 million

was higher by 3% as compared to the previous year. We are happy now to take the questions.

Thank you very much sir, ladies and gentlemen we will now begin the question and answer
session. We have a first question from the line of Aditya Shah from Vikram Advisory Services.

Please go ahead.

Sir, I have two, three questions. The first question is that what is the nature of variable expenses

in operating expenses which increase due to the volume of dry bulk volumes?

Keld touched upon on that point when he was speaking about the key highlights, so fertilizer
handling is very labor-incentive process, so whenever we have higher volume on fertilizer, then
we generally see the handling cost increase. So, that is the reason why the operating costs are

higher during the quarter.
So, it just attributed to labor cost, right?
That is right.

If your question is whether we have increased our expenses, then over the years there is nothing
extraordinary except for the fact that we have a very good year for fertilizer and also very high

volume for the quarter.
What would be the margin on the dry bulk volume business?

Normally we just give the revenue split and we do not really comment on the margins by

business. If youwant, I can give you.
It is significantly lower.

So, out of the four businesses we have which is containers, bulk, liquid and Ro-Ro, which
contributes the highest margin and what is the order? If you do not want to share the margin, that

is fine.

I think we will refrain from answering that, but it is what we consider healthy margin, reflecting
on our EBITDA margins. So, far it is clearly pulling it down when it goes up and the margin goes

up, the product goes down.

When can we have the clarity on the Rs.18 crores of bank guarantee which was encashed by GMB

and what will be the outcome of it?

We clearly hope that we will have clarity on this in the coming one to two quarters. This is not
something that can drag out. At least not with regards to the bank guarantee. So, we will come

back on that as soon we have.
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Is there any update on the renewal of the port license which you probably expect it to get it

renewed after the election, so is it on time or probably is there any issue with that?

I said last time that [ was hoping that we would soon see an extension after the election. That still
stands. I cannot give you a timeline on it. Obviously, we are two parties and we need to conclude.

So, there is nothing new to report for this call on the concession agreement.

Thank you. The next question is from the line of Priyankar Biswas from Nomura Securities.

Please go ahead.

My first question is can you give me the overall 4Q volume numbers in terms of metric tons?

Essentially you gave the container volume as TEU
We do not operate with tons, we operate in TEU for containers.

The question I am essentially coming from is like on the GM B website, so right now they are
giving the monthly numbers for the Gujarat ports. So, what I see is like Pipavav had almost like
27% growth in Jan to Feb in terms of tonnage volumes. So, in that sense, was there a slowdown
in volumes in the month of M arch in particular, any comments on that because y our growth seems

to...?

One is if you take rough calculation you will get around 10 tons per TEU in that neighborhood,
but now we are taking into the individual month of the quarter where I think our overall statement
on Q4 January to March is that... so we have Chinese New Year every year during that quarter.
While the last quarter of the calendar year, so Q3 is normally a very strong quarter. So, the
Chinese New Year in a container part of our business is creating some void sailings from the

customers and shippinglines and therefore we see a fluctuation month-on-month in that quarter.

Thank you. Thenext questionis from theline of Ankit Panchmatia from B&K Securities. Please
go ahead.

Sir, the revenue split product wise?

Of the total revenue, around 65%, 70% comes from container, around 15-20% is for bulk and

then liquid, Ro-Ro and others are in the range of 10-20%.
Just an update, were there any coastal or transshipment volumes for the current quarter?

Yes, we always have that mix for some shipment in coastal, but we do not really provide a split.

We do have transshipment; we do have coastal in the current volumes as well.

Earlier we used to share that around 25,000 TEUs were from the coastal and transshipment. If I

can just get together also that would do?

Ankit, sorry, I do not think wecan give that breakup now. I do not have total volumes right now.
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The import-export split [ wanted?
Import-export split has been in the ratio of 60-40%.

This higher depreciation charge, you were about to explain. So, what was the quantum and why

were taken?

The total quantum which was around Rs. 40 million as Keld mentioned and there has been certain
change in certain asset because of which this is the one-time impact into this quarter. So, this is

purely a one-time impact, which is not going to be there in the subsequent quarters.
Any dredging expenses planned for the current year because I believe this has increased?

So, basically the dredging requirement will be based on the surveys which will be done. It is an
ongoing process, but as of now there is no indication of any expenses to be incurred this year.

Once we have some more inputs on the survey results, of course, we can comment on that.

And minimal price hike which we have taken, the impact would be from the next quarter?
That is right.

Thank you. The next question is from the line of Achal Lohade from JM Financial. Please go
ahead.

Just had a couple of questions: One, I know youdo not want to share the coastal transshipment
volume. But can you help us in terms of the underlying EXIM cargo growth, how has been for
last few quarters and for FY’19, going forward like is there any pick up or you think the current

growth is decent?

If welook at the QoQ margins, then total West Coast or total M umbai plus Gujarat has according
to our numbers; it is 3% growth for the quarter and 9% we said before is in line withthe Q1 ‘18-
19, so the calendar month January-February-March it is 9%. Really our challenge is when we try
to nail down the numbers for Pan-India and the line in which the economy and so on, then the
challenge is obviously the transshipment volume coming in a number of ports and also to get a
very clear picture of the EXIM, then transshipment volume we take now. We of course know
what transshipment volume we do, but we do not know how much Pan-India. So, that is really

the challenge when tryingto link the trade development numbers of cargo.

Second question I had is withrespect to the tariff increase. We understand it is pertaining to the
infrastructure development. So, does it mean that once the changes are done at the port terminal,

you think that will get reversed or need not be?
This is a permanent one and it is called port infrastructure development charge as we have to be

DFC compliant in the second half of next year. So, we will have some capital expenditures

coming on now inside the port. Not ahuge number but it is also not a huge tariff increase we will
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be going after. We are also very conscious about realization which you asked for in each call, and

this is of course was built in that number for the container part of the business.

Can you help us with the volume mix for the bulk cargo for FY’19 as well as the realization for

each of the product?

Now I am speaking about the full year number. For bulk, total coal which has been handled is
around 524,000 M T, fertilizeris 1.3 MnMT and others which includes minerals is 156,000 MT.
In terms of realization, then on EXIM we continue to maintain therealization in the range of Rs.
6,000-6,200. For bulk it is in the range of Rs. 450-500. For liquid it is in the same range of Rs.
450-500.

Can you help us with the 4Q if possible, sir?

Coal is around 75,000 MT, Fertilizer is around 387,000 M T and M inerals around 61,000 MT.

The realization will be in the same range, so there is no major change in realization.

Thank you. The next questionis from the line of Ashish Shah from Centrum Broking. Please go
ahead.

Sir, I know you said that you would not be in a position to break up the volume of transshipment
but directionally would you say that the share of transshipment in the container mix would have

gone down as compared to let us say the third quarter?

Yes, but please remember that it was Chinese New Year as I said that we had several void sailings

doing around Chinese New Year. So, I guess my advice would be not to count on that.

Secondly, onthe liquid cargo, we have seen again like a good come back. Is this sustainable now

or you think this could still remain volatile the way it has been over the last several quarters?

I would love to give youand say we are back, that was 1 MM T annualized, but it is too early to
say. I hope we will keep it up and we have a very strong focus on it and we always very happy
with the quarter we present this time compared to the previous two or three quarters but I cannot
give youtheexpectation for the full year as of yet but what I can say is that it has a strong focus,
we want to be in that business for a long-term future and we know Pan-India year-on-year has
grown around 12%. So, we are doing something about it, but it is too early to say QoQ how it

will develop in the next couple of quarters.
But we continue to work with all the three clients that we have?
Yes.

Lastly, on the bank guarantee encashment part, so would you throw some light what exactly

happened, what is the reason they encash the bank guarantee and what happens now?
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They started some eight, nine years ago. There was a prediction that we as a port would do
enormous amount of coal and against that back in time there has been a bank guarantee
established. So, now it is not something into the P&L right now as it is a discussion that we will
have with GMB. . So, I do not think you should see it or conclude anything yet. We still believe
we have very good partnership with GM B and the other way round, and that everything will
normalize but we will have more to say when we know a little bit more. Right now, it is in

discussion.

Just wanted to clarify on that, so the basic effects of this encashment of bank guarantee, is it
because you had a commitment to undertake a certain amount of CAPEX or was it on a certain

amount of throughput that you had to deliver?

The commitment was of course on the basis of forecasted volume of coal which did not
materialize in the next few years and then we had infrastructure in that line. However, that did

not happen and that is why we had to change our plans.

Some years ago, when these three coal power plants were planned from Pipavav and had there
been these three coal power plants, then we would obviously had look very differently in terms
of coal. That never materialized. So, what we have done is though we were in deep trouble up till
2009, we subsequently built infrastructure from 2014 for liquid, we have done Ro-Ro in *15 and
we try to grow our container volume. So, we look a little bit different than what was forecasted
back in time. But I think that is what we have comments for now and we would clearly give you

more as we know more. I think it is fair to allow us to sum things up.

And the GST impact of Rs.3.3 crores, is that a part of the P&L or that is also in the other current

assets?

That is part of the contingent liability. So, it is not part of the P&L neither part of the balance

sheet right now.

Thank you. The next question is from the line of Vikram Suryavanshi from Phillip Capital. Please
go ahead.

Just in case of realization, how much is therealization on per vehicle on Ro-Ro?
Right now we do not share that information because that is one major customer.

All our container charges are in dollars, for bulk they arestill in rupees, out of the overall revenue

how much is we collect in dollar terms?
Our container business is entirely with dollar tariff and marine charges for bulk is also in dollars.

In terms of capital expenditure, how much we did in this FY’19 and next year plan?
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FY’19 is in the range of around Rs.70 crores which is the maintenance CAPEX which we had
done. But as Keld mentioned now, weare getting into DFC compliant, we are planning inside the
port. So, we will be incurring around Rs.70 crores additional in the coming quarters. This will be

over and above the normal maintenance CAPEX which we normally incur in the same range.

Sir, DFC compliant what I heard, existing track, is it because of strengthening, what exactly will

mean by the DFC compliant?

That means the DFC will be a separate rail line, the western one between Delhi and Mumbai
including a number of destinations on the sidelines. So, first we are shareholders in Pipavav
Railway Corporation which is the JV with Indian Railways and there we are resp onsible for 269
Kms of rail line. So, that electrification of that rail line will take place, is ongoing and will
complete in thesecond half of next calendar year. Our obligation thenis to ensure that when the
electrical trains come to Pipavav, there we have a proper interface to rearrange the rakes and
hence the locos. So, we will have to electrify as we call it within the port limit and what we call

Pipavav Rail Station and that is the 70 crores which is to be spent to be DFC compliant.

So, a large part of CAPEX which is under Pipavav Railway Corporation and it will be our

contribution for that?

Pipavav Rail Corporation is a separate company, right, where we are getting dividend. So, there
we do the major part of the projects which is 269 Kms of rail line. But our obligation as GPPL is
to ensure we can handle the trains that are coming through electricity. So, as I said, our cost with

GPPL will be the Rs.70 crores to be compliant in DFC that is going to run on electricity.

Would it be possible to share how much typical discount or concession we give for the coastal

ships in terms of vessel related charges?

That will not be possible to share but again in line with the transshipment volume, then it is lower
payingcargo for sure. So, if I take in the big picture India is doing 5-7% coastal cargo transport.
So, this is a very low number compared to a number for other nations and it has great op p ortunity
for the future for India. 5%-7% is hardly anything, most of the goods move on trucks and rail and
there should be a better split hopefully over time. But then also means that the small numbers
that is there, thereis a fierce competition and therefore we cannot expect same as we do for EXIM

and this is the trend around the world to be honest.

But in your experience has the cabotage relaxation help to grow the coastal cargo and how much

was growth for us in coastal cargo for full year?

I think it is very valuable and I think with building Sagarmala project around India, I think it is

wise thing to do and the sea cargo volumes will continue increase.
How much was growth for us in coastal?

Year-on-year we have grown around 25% in the coastal volumes.
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Thank you. Thenext question is from the line of Bhavin Gandhi from B&K Securities. Please go
ahead.

Sir, just a couple of questions from my end. One, sir if I look at the ICD volumes for the year,
they seem to have grown by about 14% whereas y ou mentioned in y our comments that the EXIM
volumes have grown by 9%. So, has there been change in terms of mix in terms of what is being

evacuated into the hinterland and around the port? What would be the full year number?
I will come back to youon that.

Second, just wanted to confirm whether we have received any dividend income from Pipavav

Rail this year and how much?
Yes, that was received in the last quarter itself; it was around Rs.3.8 crores.
Sir, will yoube in a position to say our share the volumes in the NCR market?

No, I would not like to get into that but what I can say is we know we are going to do, but how

much and so on.

So, you have also filed the Pipavav Rail balance sheet and if I look at the balance sheet, net block
number in Pipavav Rail has not moved too much. So, are they yet to incur the CAPEX for the

electrification on their side?
That is work in progress right now.

Thank you. The next question is from the line of Pulkit Patni from Goldman Sachs. Please go

ahead.

Sir, this bank guarantee which was placed in 2015, it is just about a couple of months back that
has been encashed and the reason as yousaid is because some of the CAPEX commitments were
not met as what was promised. Is there a bearing of this on the renewal of the concession where
absence of that CAPEX could be a driver of something in terms of the renewal of concession
which is due, just wanted to know your thoughts, are both the events completely isolated or they

could be related?

I'see very much as isolated at this point in time and when you look at CAPEX y ou have to combine
with volumes and volumes were completely different constellation. So, forecasted numbers given
in 2012 based on 2011 expectations to higher growth. So, there was a very significant part of it
being coal and coal plants as I said before. I think on the CAPEX part we are more or less in line
with expectations but we have developed the business very differently since 2012 in particular
with the liquid and overall business coming up as part of our product. We are in a very rural area,
very long spreads of agriculture land around us. We are however still building [ mean to get now
to 1 million TEU, this is not a small port, right, this is a very healthy medium size port if you

compare globally and then we have set up with our tank operators where LPG has a great future
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in India, we do believe that the 12 to 18-months the Ro-Ro can be a question of how much that
will move and turn around, but again for the long-term for Ro-Ro and export on vehicles, it is a
great futureand we are adjusting our business to that despite being in this rural area in agriculture
farming land, then we have managed to replace it with business that still delivers theresults. So,

I do not think you should connect it in anyway with the extension of the concession agreement.

Sir, today, this encashment of bank guarantee is just at discussion stage between us and GMB.

There is no litigation per se. So, there is no legal action taken, right?
We do not believe in litigations, right, I mean, we would like to work as partners .

Thank you. The next question is from the line of Achal Lohade from JM Financial. Please go
ahead.

Just wanted to understand given the product mix, cargo mix and all, we had 55%-odd kind of
margin. I know in the past we have indicated that our stated margin intention is about 60%. So,
how do you see the margin trajectory going forward for next couple of years —do you see tracking

t0 60% quickly or do you think it will be a....

This is my last call. So, I would of course like to say 60% but I have to accept that we fluctuate
and we even fluctuate quite a lot in the middle months. So, I think if you look at year-on-year it
is 50-55% and you then do offshore, and you look at the liquid being down, the Ro-Ro being
down where we have said all the time these are healthy businesses with healthy margins. So, 1
think if you look at the margins 55-60%, that is where continue. Yes, but that being said, then we
would do everything we can to squeeze out more and this year we may have less dredging cost
which it will be down by the middle of last calendar year. So, hopefully we can improve from

where we are right now for this coming year.
Is it fair to say sir the margins in case of fertilizer is less than 40% or ...?
Yes.

Was it the case in the past because I believe therealization was higher and rupees per ton EBITDA

margin would also be higher even though the percentage might look lower, is that still valid?

I am not sure how much has gone through , but it is a competitive market and sometimes we have
to give it and sometimes we have to give a little bit and sometimes we will win a little bit but I

do not think in the big picture there is a lot of fluctuations on that.
Was there any SEIS income we had in this quarter or full year?

Notin FY’19 as well.

Thank you. The next question is from the line of Amit Murarka from Deutsche Bank. Please go
ahead.
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What was the EXIM container growth this time?
9% YoY.
What would have been the coastal volumes?

We have not been giving thesplit by each cargo, so we leave it at that. Since you were not there

in the call earlier, we have mentioned the coastal growth year-on-year was around 25%.

On the pricing hike earlier, you have been a bit kind of subdued saying that there is excess

competition. Do you see that changing or still the same?

No, we do not see changing. Actually, I think there is a side haul capacity coming up now. So,

we do not expect competition to be less and also continuous pressure on prices.
So, do youstill go with 6,000-6,200 TEU that you had been guiding earlier?
On the EXIM, yes.

Thank you. Thenext question is from the line of Nidhi Babaria from Dalal & Broacha. Please go
ahead.

Just wanted to know what type of growth are we looking forward in FY’20, do we see pickup in

container volume?

I think our ambition is always to grow with the market or best case better than the market clearly.
This year I do not think we have any concerns for the full year in terms of container volume for
the overall volume there and that is with respect to we need to fight and take our share of that. On
the LPG and India as I said we have grown in the past year of 12%, we should hopefully come
out better for the full year, that is what we delivered this year we report now. Overall, we do think
we will get back on track to our top performance which was around 1 Mn MT . We are seeing
more than a year to get back and surpass that. But it will eventually come. On the bulk , again
coal, very small volume, fertilizer is now up but if you look at the year before then Pan-India
fertilizer was down with 25% and now it is up again and it is a record year for us. So, there are
fluctuations where we are very careful to give you very clear numbers on what our exp ectations
are. One thing is we have a target for. Another thing is we cannot control the markets. So, if you
look at the company overall results maybe give and take in line with previous year hopefully bit
better and then there is no doubt that from an infrastructure perspective, then we also have to

continue to do well how we can accelerate the growth. That is what I can give you.

How do we see DFC work on Pipavav Port side —do we see that it will be started and how it will

be benefiting us once the route has started?

DFC will benefit the whole supply chainin India clearly and it is all about the time spent for the

product from it gets off, the penultimate ends with the cargo who has manufacture product. So,
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anything that can be done to make the supply chain more efficient which DFC will reduce transit
time and therefore create a better competitive market for the cargo industry. I think that is very-
very important. So, transit time is the more you reduce, transit time is better and DFC will

certainly help with this.

Thank you. As there are no further questions, I now hand the conference over to the management

for closing comments. Sir, over to you.

There was one question on the ICV volumes. I just want to give update on that. So, for FY’19 the
ICV volume was around 520,000 TEUs as compared to 450,000 TEUs in FY’18.

Any closing comment?
This is Keld Pedersen here. This is my last call before I move on to new assignment. So, I would
like to say thank you for the many dialogues we have had. I have now spent four fantastic years

in India and I wish youall the best and I hope we will meet and seeing again one day.

Thank you very much. Ladies and gentlemen, on behalf of Ambit Capital, that concludes this

conference call. Thank you for joining with us. You may now disconnect your lines.
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