GUJARAT GAS

GGL/SEC/1347/2024 6th September, 2024
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Dalal Street, Mumbai G Block, Bandra Kurla Complex,

Bandra (East), Mumbai
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Dear Sir/ Madam,

Please find attached the Non-Rating Action Commentary dated 6t September, 2024
and the Press Release issued by India Ratings & Research (Fitch Group).
Gujarat Gas’s Scheme of Amalgamation involving Gujarat State Petronet Ltd. and
Gujarat State Petroleum Corporation is Credit Neutral.
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Gujarat Gas’s Scheme of Amalgamation Involving Gujarat State Petronet and Gujarat State Petroleum
Corporation Credit Neutral

India Ratings and Research (Ind-Ra) believes that the proposed amalgamation of Gujarat State Petronet Limited
(GSPL) and Guijarat State Petroleum Corporation Limited (GSPC) with Gujarat Gas Limited (GGL) and thereafter
the demerger of the transmission business into GSPL Transmission Limited (GTL) is credit neutral. Ind-Ra notes that
the proposed scheme would lead to better synergies in gas procurement and end use as well as improve the overall
scale of operations of GGL. There is no debt on the balance sheet of the three companies; therefore, a negative impact
on their credit metrics is not envisaged. However, given the process would take 12-18 months to complete, Ind-Ra
will again evaluate the impact after the transaction is completed.

The proposed amalgamation is divided into two legs: the merger of GSPL and GSPC into GGL and then the demerger
of the transmission business into GTL. The resultant business segments of GGL will include city gas distribution
(CGD) business, gas trading, exploration and production, renewable business, and related investments, while GTL
will engage in gas transmission and related investment in gas transmission entities. The demerger aims at ensuring
compliance with regulatory norms of keeping the CGD business and the gas transmission business in different entities.

The government of Gujarat (GoG), the promoter of the group, holds a 55.65% stake in GSPC and a 6.53% stake in
GGL while no direct ownership in GSPL. After the completion of the amalgamation, GoG will directly own 25.86%
each in GGL and GTL and indirectly own nearly 30% stake through its entities.

GGL’s management expects to complete the amalgamation process by August 2025. The approval from board of
directors has been received and the management expects the remaining approval from the Securities and Exchange
Board of India, stock exchanges, minority shareholders, regulatory bodies such as registrar of companies, regional
director, income tax and others, and the ministry of corporate affairs to come by May 2025. The appointed date for
the merger is 1 April 2024 and for the demerger is 1 April 2025.

GGL recorded revenue (including other income) of INR46.53 billion in 1QFY25 (FY24: INR164.01 billion; FY23:
INR174.07 billion; FY22: INR168.78 billion) and an EBITDA (including other income) of INR5.74 billion (INR19.84
billion; INR24.93 billion; INR21.67 billion). GSPL’s revenue (including other income) stood at INR3.87 billion in
1QFY25 (FY24: INR23.67 billion; FY23: INR19.30 billion; FY22: INR21.25 billion) and the EBITDA (including
other income) at INR3.33 billion (INR18.39 billion; INR14.27 billion; INR15.02 billion). GSPC generated an
EBITDA (including other income) of INR13.32 billion during FY24 (FY23: INR34.07 billion; FY22: INR18.29
billion). None of the entities have any debt outstanding since FY23. Post-completion of the amalgamation process,
GGL and GSPC will be merged into one entity and GSPL will be demerged into GTL.

The management expects the backward integration of value chain will benefit GGL by unleashing the business synergy
and eliminating related-party transactions and thereby improving its EBITDA and return on capital employed thus
reflecting full visibility of margin, which had been earlier divided into GGL and GSPC, the same would be a key
rating monitorable.
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Rushabh Shah
Senior Analyst
+91 22 4000 1775

Media Relations: Ankur Dahiya, Mumbai, Tel: + +91 22 40356121, Email: ankur.dahiya@indiaratings.co.in
Additional information is available at www.indiaratings.co.in.

Ratings are not a recommendation or suggestion, directly or indirectly, to you or any other person, to buy, sell, make
or hold any investment, loan or security or to undertake any investment strategy with respect to any investment, loan
Or security or any issuer.

About India Ratings and Research: India Ratings and Research (Ind-Ra) is India's most respected credit rating
agency committed to providing India's credit markets accurate, timely and prospective credit opinions. Built on a
foundation of independent thinking, rigorous analytics, and an open and balanced approach towards credit research,
Ind-Ra has grown rapidly during the past decade, gaining significant market presence in India's fixed income market.

Ind-Ra currently maintains coverage of corporate issuers, financial institutions (including banks and insurance
companies), finance and leasing companies, managed funds, urban local bodies, and structured finance and project
finance companies.

Headquartered in Mumbai, Ind-Ra has seven branch offices located in Ahmedabad, Bengaluru, Chennai, Delhi,
Hyderabad, Kolkata and Pune. Ind-Ra is recognised by the Securities and Exchange Board of India, the Reserve Bank
of India and National Housing Bank.

Ind-Ra is a 100% owned subsidiary of the Fitch Group.
For more information, visit www.indiaratings.co.in.

ALL CREDIT RATINGS ASSIGNED BY INDIA RATINGS ARE SUBJECT TO CERTAIN LIMITATIONS AND
DISCLAIMERS. PLEASE READ THESE LIMITATIONS AND DISCLAIMERS BY FOLLOWING THIS
LINK: HTTPS://WWW.INDIARATINGS.CO.IN/RATING-DEFINITIONS. IN ADDITION, RATING
DEFINITIONS AND THE TERMS OF USE OF SUCH RATINGS ARE AVAILABLE ON THE AGENCY'S
PUBLIC  WEBSITE WWW.INDIARATINGS.CO.IN.  PUBLISHED RATINGS, CRITERIA, AND
METHODOLOGIES ARE AVAILABLE FROM THIS SITE AT ALL TIMES. INDIA RATINGS’ CODE OF
CONDUCT, CONFIDENTIALITY, CONFLICTS OF INTEREST, AFFILIATE FIREWALL, COMPLIANCE,
AND OTHER RELEVANT POLICIES AND PROCEDURES ARE ALSO AVAILABLE FROM THE CODE OF
CONDUCT SECTION OF THIS SITE.
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