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Gujarat Gas

Morbi boosts the g

 

Gujarat Gas (GGL) reported another strong YoY growth in profitability with PAT of 

Rs1.2bn growing 77% YoY and EBITDA of Rs2.5bn

base of Q3 (EBITDA/PAT grew 61/149% YoY) and price cuts in industrial segment have 

driven a QoQ decline of 21%/16% in EBITDA/PAT. Seasonal factors and lower 

industrial demand have seen volumes also decline QoQ (1% to 6.5mms

also 4% lower YoY. Gross margins of Rs7.6/scm are down Rs0.56/scm QoQ but they 

have improved sharply YoY. FY19 EBITDA/PAT of Rs9.9/4.3bn grew 10%/47% YoY, 

with volumes of 6.5mmscmd growing +5% YoY. 

Volumes show muted growth 

Volumes of 6.5 

was driven by CNG (1.5 mmscmd, +9% YoY, in line), Dom PNG volumes of 0.63mmscmd 

(+4% YoY, CenE 0.64mmscmd) while Ind/Comm volumes of 4.39mmscmd fell 8% YoY. 

Q1FY20 is shaping to be a strong qu

supported by NGT order for pollution measures in Morbi region and softer LNG prices. 

Margins 

Due largely to ~70% of GGL’s volumes coming from the Industri

(sourced via market linked gas and sold in a competitive market), margins for the 

company have always been more volatile than peers (IGL/MGL) which have ~70% of 

volumes from the domestic PNG/CNG segment where gas costs and hence margin

tend to be stable. Margins overall for GGL have been volatile (EBITDA/scm has ranged 

from Rs2.3/scm to Rs4.6/scm in the last six years). We believe, however, that 

directionally, margins will only improve from here, with a larger portion of volumes 

sold b

sales from CNG/PNG and pollution control measures to strengthen pricing power for 

the Ind/Comm segment as well. 

Geographic expansion 

GGL was the only 

portfolio apart from existing areas and has been developing 11

the last few years. Add to that the 7 new areas won in Rounds 9 & 10, GGL is expected 

to retain its positi

Our estimates of area by area potential suggest that overall volumes can grow >2x by 

FY25E for the company to 14.1mmscmd from current 6.5mmscmd, a CAGR of ~14%

Valuation and risks 

The aforementioned volume growth coupled with our expectation of a steady margin 

expansion as well drives EPS CAGR of 38% over FY18

of 16/1/6% in volumes/gross margins and EBITDA/scm over FY19

term (and back ended) prospects for GGL and the steady state nature of cash flows 

from this business, we value GGL using DCF till FY3

Rs205/sh, 28% upside.

Financial and valuation summary

YE Mar (Rs bn)

Revenue

EBITDA

EBITDA margin (%)

EBIT

Adj. PAT

Diluted EPS (Rs)

PE (x)

EV/EBITDA (x)

P/BV (x)

RoE (%)

Source: Company, Centrum Research estimates
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Gujarat Gas (GGL) reported another strong YoY growth in profitability with PAT of 

Rs1.2bn growing 77% YoY and EBITDA of Rs2.5bn

base of Q3 (EBITDA/PAT grew 61/149% YoY) and price cuts in industrial segment have 

driven a QoQ decline of 21%/16% in EBITDA/PAT. Seasonal factors and lower 

industrial demand have seen volumes also decline QoQ (1% to 6.5mms

also 4% lower YoY. Gross margins of Rs7.6/scm are down Rs0.56/scm QoQ but they 

have improved sharply YoY. FY19 EBITDA/PAT of Rs9.9/4.3bn grew 10%/47% YoY, 

with volumes of 6.5mmscmd growing +5% YoY. 

Volumes show muted growth 

Volumes of 6.5 mmscmd, 

was driven by CNG (1.5 mmscmd, +9% YoY, in line), Dom PNG volumes of 0.63mmscmd 

(+4% YoY, CenE 0.64mmscmd) while Ind/Comm volumes of 4.39mmscmd fell 8% YoY. 

Q1FY20 is shaping to be a strong qu

supported by NGT order for pollution measures in Morbi region and softer LNG prices. 

Margins – Volatility remains but long term trends positive 

Due largely to ~70% of GGL’s volumes coming from the Industri

(sourced via market linked gas and sold in a competitive market), margins for the 

company have always been more volatile than peers (IGL/MGL) which have ~70% of 

volumes from the domestic PNG/CNG segment where gas costs and hence margin

tend to be stable. Margins overall for GGL have been volatile (EBITDA/scm has ranged 

from Rs2.3/scm to Rs4.6/scm in the last six years). We believe, however, that 

directionally, margins will only improve from here, with a larger portion of volumes 

sold being sourced using short

sales from CNG/PNG and pollution control measures to strengthen pricing power for 

the Ind/Comm segment as well. 

Geographic expansion 

GGL was the only 

portfolio apart from existing areas and has been developing 11

the last few years. Add to that the 7 new areas won in Rounds 9 & 10, GGL is expected 

to retain its positi

Our estimates of area by area potential suggest that overall volumes can grow >2x by 

FY25E for the company to 14.1mmscmd from current 6.5mmscmd, a CAGR of ~14%

Valuation and risks 

The aforementioned volume growth coupled with our expectation of a steady margin 

expansion as well drives EPS CAGR of 38% over FY18

of 16/1/6% in volumes/gross margins and EBITDA/scm over FY19

term (and back ended) prospects for GGL and the steady state nature of cash flows 

from this business, we value GGL using DCF till FY3

Rs205/sh, 28% upside.
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Gujarat Gas (GGL) reported another strong YoY growth in profitability with PAT of 

Rs1.2bn growing 77% YoY and EBITDA of Rs2.5bn

base of Q3 (EBITDA/PAT grew 61/149% YoY) and price cuts in industrial segment have 

driven a QoQ decline of 21%/16% in EBITDA/PAT. Seasonal factors and lower 

industrial demand have seen volumes also decline QoQ (1% to 6.5mms

also 4% lower YoY. Gross margins of Rs7.6/scm are down Rs0.56/scm QoQ but they 

have improved sharply YoY. FY19 EBITDA/PAT of Rs9.9/4.3bn grew 10%/47% YoY, 

with volumes of 6.5mmscmd growing +5% YoY. 

Volumes show muted growth  

mmscmd, -4% YoY, came marginally below estimates. Volume growth 

was driven by CNG (1.5 mmscmd, +9% YoY, in line), Dom PNG volumes of 0.63mmscmd 

(+4% YoY, CenE 0.64mmscmd) while Ind/Comm volumes of 4.39mmscmd fell 8% YoY. 

Q1FY20 is shaping to be a strong qu

supported by NGT order for pollution measures in Morbi region and softer LNG prices. 

Volatility remains but long term trends positive 

Due largely to ~70% of GGL’s volumes coming from the Industri

(sourced via market linked gas and sold in a competitive market), margins for the 

company have always been more volatile than peers (IGL/MGL) which have ~70% of 

volumes from the domestic PNG/CNG segment where gas costs and hence margin

tend to be stable. Margins overall for GGL have been volatile (EBITDA/scm has ranged 

from Rs2.3/scm to Rs4.6/scm in the last six years). We believe, however, that 

directionally, margins will only improve from here, with a larger portion of volumes 

eing sourced using short-

sales from CNG/PNG and pollution control measures to strengthen pricing power for 

the Ind/Comm segment as well. 

Geographic expansion – The crux of the matter 

GGL was the only player prior to bid rounds 9/10 to aggressively build up its CGD 

portfolio apart from existing areas and has been developing 11

the last few years. Add to that the 7 new areas won in Rounds 9 & 10, GGL is expected 

to retain its position as the largest CGD player in the country over the next 5

Our estimates of area by area potential suggest that overall volumes can grow >2x by 

FY25E for the company to 14.1mmscmd from current 6.5mmscmd, a CAGR of ~14%

Valuation and risks –  Top pick in the gas space  

The aforementioned volume growth coupled with our expectation of a steady margin 

expansion as well drives EPS CAGR of 38% over FY18

of 16/1/6% in volumes/gross margins and EBITDA/scm over FY19

term (and back ended) prospects for GGL and the steady state nature of cash flows 

from this business, we value GGL using DCF till FY3

Rs205/sh, 28% upside. 

Financial and valuation summary 

Q4FY19 Q4FY18

19,075 17,336

2,541 

13.3% 12.8%

1,819 

1,165 

1.7 
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Morbi boosts the growth engine

Gujarat Gas (GGL) reported another strong YoY growth in profitability with PAT of 

Rs1.2bn growing 77% YoY and EBITDA of Rs2.5bn

base of Q3 (EBITDA/PAT grew 61/149% YoY) and price cuts in industrial segment have 

driven a QoQ decline of 21%/16% in EBITDA/PAT. Seasonal factors and lower 

industrial demand have seen volumes also decline QoQ (1% to 6.5mms

also 4% lower YoY. Gross margins of Rs7.6/scm are down Rs0.56/scm QoQ but they 

have improved sharply YoY. FY19 EBITDA/PAT of Rs9.9/4.3bn grew 10%/47% YoY, 

with volumes of 6.5mmscmd growing +5% YoY. 

 

4% YoY, came marginally below estimates. Volume growth 

was driven by CNG (1.5 mmscmd, +9% YoY, in line), Dom PNG volumes of 0.63mmscmd 

(+4% YoY, CenE 0.64mmscmd) while Ind/Comm volumes of 4.39mmscmd fell 8% YoY. 

Q1FY20 is shaping to be a strong quarter, with current volume run rate at 8.5mmscmd 

supported by NGT order for pollution measures in Morbi region and softer LNG prices. 

Volatility remains but long term trends positive 

Due largely to ~70% of GGL’s volumes coming from the Industri

(sourced via market linked gas and sold in a competitive market), margins for the 

company have always been more volatile than peers (IGL/MGL) which have ~70% of 

volumes from the domestic PNG/CNG segment where gas costs and hence margin

tend to be stable. Margins overall for GGL have been volatile (EBITDA/scm has ranged 

from Rs2.3/scm to Rs4.6/scm in the last six years). We believe, however, that 

directionally, margins will only improve from here, with a larger portion of volumes 

-term LNG (which has softer pricing linkage), stronger 

sales from CNG/PNG and pollution control measures to strengthen pricing power for 

the Ind/Comm segment as well.  

The crux of the matter 

player prior to bid rounds 9/10 to aggressively build up its CGD 

portfolio apart from existing areas and has been developing 11

the last few years. Add to that the 7 new areas won in Rounds 9 & 10, GGL is expected 

on as the largest CGD player in the country over the next 5

Our estimates of area by area potential suggest that overall volumes can grow >2x by 

FY25E for the company to 14.1mmscmd from current 6.5mmscmd, a CAGR of ~14%

pick in the gas space  

The aforementioned volume growth coupled with our expectation of a steady margin 

expansion as well drives EPS CAGR of 38% over FY18

of 16/1/6% in volumes/gross margins and EBITDA/scm over FY19

term (and back ended) prospects for GGL and the steady state nature of cash flows 

from this business, we value GGL using DCF till FY3

Q4FY18 YoY (%) 

17,336 10.0 

2,227 14.1 

12.8%  

1,545 17.7 

660 76.7 

1.0 76.7 

  

  

  

  

Source: Company, Centrum Research estimates 
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engine!   

Gujarat Gas (GGL) reported another strong YoY growth in profitability with PAT of 

Rs1.2bn growing 77% YoY and EBITDA of Rs2.5bn (+14% YoY). However, the strong 

base of Q3 (EBITDA/PAT grew 61/149% YoY) and price cuts in industrial segment have 

driven a QoQ decline of 21%/16% in EBITDA/PAT. Seasonal factors and lower 

industrial demand have seen volumes also decline QoQ (1% to 6.5mms

also 4% lower YoY. Gross margins of Rs7.6/scm are down Rs0.56/scm QoQ but they 

have improved sharply YoY. FY19 EBITDA/PAT of Rs9.9/4.3bn grew 10%/47% YoY, 

with volumes of 6.5mmscmd growing +5% YoY.  

4% YoY, came marginally below estimates. Volume growth 

was driven by CNG (1.5 mmscmd, +9% YoY, in line), Dom PNG volumes of 0.63mmscmd 

(+4% YoY, CenE 0.64mmscmd) while Ind/Comm volumes of 4.39mmscmd fell 8% YoY. 

arter, with current volume run rate at 8.5mmscmd 

supported by NGT order for pollution measures in Morbi region and softer LNG prices. 

Volatility remains but long term trends positive 

Due largely to ~70% of GGL’s volumes coming from the Industri

(sourced via market linked gas and sold in a competitive market), margins for the 

company have always been more volatile than peers (IGL/MGL) which have ~70% of 

volumes from the domestic PNG/CNG segment where gas costs and hence margin

tend to be stable. Margins overall for GGL have been volatile (EBITDA/scm has ranged 

from Rs2.3/scm to Rs4.6/scm in the last six years). We believe, however, that 

directionally, margins will only improve from here, with a larger portion of volumes 

term LNG (which has softer pricing linkage), stronger 

sales from CNG/PNG and pollution control measures to strengthen pricing power for 

The crux of the matter  

player prior to bid rounds 9/10 to aggressively build up its CGD 

portfolio apart from existing areas and has been developing 11

the last few years. Add to that the 7 new areas won in Rounds 9 & 10, GGL is expected 

on as the largest CGD player in the country over the next 5

Our estimates of area by area potential suggest that overall volumes can grow >2x by 

FY25E for the company to 14.1mmscmd from current 6.5mmscmd, a CAGR of ~14%

pick in the gas space   

The aforementioned volume growth coupled with our expectation of a steady margin 

expansion as well drives EPS CAGR of 38% over FY18-21E. Our estimates imply a CAGR 

of 16/1/6% in volumes/gross margins and EBITDA/scm over FY19

term (and back ended) prospects for GGL and the steady state nature of cash flows 

from this business, we value GGL using DCF till FY34E, which delivers a price target of 

Q3FY19 QoQ 

21,174 (9.9

3,212 (20.9

15.2% 

2,484 (26.8

1,496 (22.1

2.2 (22.1
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Gujarat Gas (GGL) reported another strong YoY growth in profitability with PAT of 

(+14% YoY). However, the strong 

base of Q3 (EBITDA/PAT grew 61/149% YoY) and price cuts in industrial segment have 

driven a QoQ decline of 21%/16% in EBITDA/PAT. Seasonal factors and lower 

industrial demand have seen volumes also decline QoQ (1% to 6.5mmscmd), which is 

also 4% lower YoY. Gross margins of Rs7.6/scm are down Rs0.56/scm QoQ but they 

have improved sharply YoY. FY19 EBITDA/PAT of Rs9.9/4.3bn grew 10%/47% YoY, 

4% YoY, came marginally below estimates. Volume growth 

was driven by CNG (1.5 mmscmd, +9% YoY, in line), Dom PNG volumes of 0.63mmscmd 

(+4% YoY, CenE 0.64mmscmd) while Ind/Comm volumes of 4.39mmscmd fell 8% YoY. 

arter, with current volume run rate at 8.5mmscmd 

supported by NGT order for pollution measures in Morbi region and softer LNG prices. 

Volatility remains but long term trends positive  

Due largely to ~70% of GGL’s volumes coming from the Industrial/Commercial sector 

(sourced via market linked gas and sold in a competitive market), margins for the 

company have always been more volatile than peers (IGL/MGL) which have ~70% of 

volumes from the domestic PNG/CNG segment where gas costs and hence margin

tend to be stable. Margins overall for GGL have been volatile (EBITDA/scm has ranged 

from Rs2.3/scm to Rs4.6/scm in the last six years). We believe, however, that 

directionally, margins will only improve from here, with a larger portion of volumes 

term LNG (which has softer pricing linkage), stronger 

sales from CNG/PNG and pollution control measures to strengthen pricing power for 

player prior to bid rounds 9/10 to aggressively build up its CGD 

portfolio apart from existing areas and has been developing 11-12 new districts over 

the last few years. Add to that the 7 new areas won in Rounds 9 & 10, GGL is expected 

on as the largest CGD player in the country over the next 5

Our estimates of area by area potential suggest that overall volumes can grow >2x by 

FY25E for the company to 14.1mmscmd from current 6.5mmscmd, a CAGR of ~14%

The aforementioned volume growth coupled with our expectation of a steady margin 

21E. Our estimates imply a CAGR 

of 16/1/6% in volumes/gross margins and EBITDA/scm over FY19-21E. Gi

term (and back ended) prospects for GGL and the steady state nature of cash flows 

E, which delivers a price target of 

(%) FY19P 

9.9) 77,544 99,970

20.9) 10,039 14,302

 12.9% 

26.8) 7,159 11,239

22.1) 4,094 

22.1) 5.9 

 25.7 

 12.8 

 5.0 

 19.6 
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Gujarat Gas (GGL) reported another strong YoY growth in profitability with PAT of 

(+14% YoY). However, the strong 

base of Q3 (EBITDA/PAT grew 61/149% YoY) and price cuts in industrial segment have 

driven a QoQ decline of 21%/16% in EBITDA/PAT. Seasonal factors and lower 

cmd), which is 

also 4% lower YoY. Gross margins of Rs7.6/scm are down Rs0.56/scm QoQ but they 

have improved sharply YoY. FY19 EBITDA/PAT of Rs9.9/4.3bn grew 10%/47% YoY, 

4% YoY, came marginally below estimates. Volume growth 

was driven by CNG (1.5 mmscmd, +9% YoY, in line), Dom PNG volumes of 0.63mmscmd 

(+4% YoY, CenE 0.64mmscmd) while Ind/Comm volumes of 4.39mmscmd fell 8% YoY. 

arter, with current volume run rate at 8.5mmscmd 

supported by NGT order for pollution measures in Morbi region and softer LNG prices. 

al/Commercial sector 

(sourced via market linked gas and sold in a competitive market), margins for the 

company have always been more volatile than peers (IGL/MGL) which have ~70% of 

volumes from the domestic PNG/CNG segment where gas costs and hence margins 

tend to be stable. Margins overall for GGL have been volatile (EBITDA/scm has ranged 

from Rs2.3/scm to Rs4.6/scm in the last six years). We believe, however, that 

directionally, margins will only improve from here, with a larger portion of volumes 

term LNG (which has softer pricing linkage), stronger 

sales from CNG/PNG and pollution control measures to strengthen pricing power for 

player prior to bid rounds 9/10 to aggressively build up its CGD 

12 new districts over 

the last few years. Add to that the 7 new areas won in Rounds 9 & 10, GGL is expected 

on as the largest CGD player in the country over the next 5-7 years. 

Our estimates of area by area potential suggest that overall volumes can grow >2x by 

FY25E for the company to 14.1mmscmd from current 6.5mmscmd, a CAGR of ~14% 

The aforementioned volume growth coupled with our expectation of a steady margin 

21E. Our estimates imply a CAGR 

21E. Given the longer 

term (and back ended) prospects for GGL and the steady state nature of cash flows 

E, which delivers a price target of 

FY20E FY21E

99,970 104,944

14,302 14,993

14.3 14.3

11,239 11,738

7,029 7,625

10.2 11.1

15.7 14.4

8.4 7.7

4.0 3.2

25.4 22.4
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 Estimate revisions

YE Mar (Rs bn)

Revenue

EBITDA

EBITDA margin

Adj. PAT

Diluted EPS (Rs)

Source: Centrum Research estimates

Centrum estimates vs Actual results

YE Mar (Rs bn)

Revenue

EBITDA

EBITDA margin

Adj. PAT

Source: BloombergCentrum Research estimates
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GUJGA IN

NIFTY Midcap 100

Source: Bloomberg, NSE

Key assumptions

YE Mar (Rs bn)

Brent (US$/bbl)

INR/USD

Volumes (mmscm)

Volumes (mmscmd)

CNG (mmscmd)

Domestic (mmscmd)

Industrial/Commercial (mmscmd)

Avg realisation (Rs/scm)

Raw material cost (Rs/scm)

Gross margin (Rs/scm)

EBITDA margin (Rs/scm)

Source: Centrum Research estimates
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Centrum Institutional Research

Estimate revisions

YE Mar (Rs bn) 
FY20E

Revenue 99,970

EBITDA 14,302

EBITDA margin 14.3%

Adj. PAT 

Diluted EPS (Rs) 

Source: Centrum Research estimates

Centrum estimates vs Actual results

YE Mar (Rs bn) 

Revenue 

EBITDA 

EBITDA margin 

Adj. PAT 

Source: BloombergCentrum Research estimates

Gujarat Gas versus 

GUJGA IN 

NIFTY Midcap 100 

Source: Bloomberg, NSE

Key assumptions

YE Mar (Rs bn) 

Brent (US$/bbl) 

INR/USD 

Volumes (mmscm) 

Volumes (mmscmd) 

CNG (mmscmd) 

Domestic (mmscmd)

Industrial/Commercial (mmscmd)

Avg realisation (Rs/scm)

Raw material cost (Rs/scm)

Gross margin (Rs/scm)

EBITDA margin (Rs/scm)

Source: Centrum Research estimates

Centrum Institutional Research

Estimate revisions 
FY20E 

New 

FY20E 

Old 

99,970 99,970 

14,302 14,302 

14.3% 14.3% 

7,029 7,029 

10.2 10.2 

Source: Centrum Research estimates 

Centrum estimates vs Actual results
Centrum

Q4FY1

19,077

14.4%

Source: BloombergCentrum Research estimates

versus NIFTY Midcap 100

1m

(5.0)

Source: Bloomberg, NSE 

Key assumptions 

 

Domestic (mmscmd) 

Industrial/Commercial (mmscmd) 

Avg realisation (Rs/scm) 

Raw material cost (Rs/scm) 

Gross margin (Rs/scm) 

EBITDA margin (Rs/scm) 

Source: Centrum Research estimates 

Centrum Institutional Research 

 

 
% chg 
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 0.0 14,993
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 0.0 7,625
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Centrum estimates vs Actual results
Centrum 

Q4FY19 

Actual

Q4FY19

19,077 19,075

2,754 2,541

14.4% 13.3%

1,129 1,165

Source: BloombergCentrum Research estimates 
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FY19 

71.0 
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2,387 
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1.4 

0.5 

4.6 

32.5 

25.4 
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4.1 
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14,993 14,993 

14.3% 14.3% 
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11.1 11.1 

Centrum estimates vs Actual results 
ctual 

Q4FY19 

Variance

19,075 

2,541 (7.7

13.3% 

1,165 

NIFTY Midcap 100 

6m 1 year

24.8  (5.4)

0.4  (12.1)
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Thesis Snapshot
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FY21E 
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Valuations

Given the longer term (and back ended) prospects for GGL 

and the steady state nature of cash flows from this business 

we value GGL using DCF till FY34

reaching 14.1mmscmd by 

WACC of 11% and Terminal growth of 3.5%.

Valuations
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Source: Bloomberg, Centrum Research estimates
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Valuations 

Given the longer term (and back ended) prospects for GGL 

and the steady state nature of cash flows from this business 

we value GGL using DCF till FY34

reaching 14.1mmscmd by 

WACC of 11% and Terminal growth of 3.5%.

Valuations (DCF FY19
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Thesis Snapshot 

Given the longer term (and back ended) prospects for GGL 

and the steady state nature of cash flows from this business 

we value GGL using DCF till FY34

reaching 14.1mmscmd by FY25E and 21.4mmscmd by FY32E, 

WACC of 11% and Terminal growth of 3.5%.

(DCF FY19-34E) 

NPV (explicit period) Rsm 

Terminal Value Rsm 

PV of Terminal value Rsm 

(downside) % 

P/E mean and standard deviation 

mean and standard deviation

Source: Bloomberg, Centrum Research estimates

Given the longer term (and back ended) prospects for GGL 

and the steady state nature of cash flows from this business 

we value GGL using DCF till FY34E. We factor volumes 

FY25E and 21.4mmscmd by FY32E, 

WACC of 11% and Terminal growth of 3.5%.

mean and standard deviation 

Source: Bloomberg, Centrum Research estimates 
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Quarterly call highlights 

���� FY19 volumes of 6.5 mmscmd (6.5 mmscmd in Q4FY19) are the highest since FY15, 

with next few years likely to see stronger growth. The coal gasifier ban in Morbi 

provides a structural boost of ~2mmscmd which supports other organic and inorganic 

growth prospects over the next five years 

���� Development of 11-12 new districts already underway, with Vadodara, Amritsar and 

Bhatinda also likely to come to GGL’s kitty in FY20 while they are to start 

development of additional GAs won in CGD bid rounds IX/X over the year as well (7 

GAs)  

���� Margins of Rs7.6/scm (gross) and Rs4.3/scm (EBITDA) are at four year highs due to 

stronger pricing and softer gas costs and we see this trend accelerating over FY20-

22E, with LNG price linkage to remain below historical trends, CNG, PNG growing 

strongly and pollution control measures aiding conversion from coal to gas 

���� Assuming a potential of 0.25 mmscmd being reached in five years from each area and 

a capex of Rs1.5-2bn we estimate an incremental EBITDA potential of Rs2.5-3.2bn for 

GGL, which is between 29-36% of FY18 EBITDA for GGL 

���� We factor an aggressive volume growth trajectory in the near term, with volume 

CAGR of 16% over FY19-21E and 14% over FY19-25E – This, coupled with a steady 

state EBITDA/scm assumption of Rs4.4/scm drives a 38% EPS CAGR over FY18-21E.  

Volumes – a relatively muted quarter but strong growth ahead 

In Q4, volumes were at 6.5 mmscmd, -4% YoY, marginally lower than CenE 6.6mmscmd. A 

sharply higher trend is being seen in CNG segment (+9% YoY, 5% for FY19) with 

management guidance of exceeding the 69 stations in FY19 via another 80-85 in FY20-21E 

– the highest ever by the company. Industrial volumes were a tad weak due to the festival 

season in Q3-Q4 and we expect a gradual return to stronger growth over the next few 

quarters. One key factor that has driven volumes over April and May for the company to 

8.5 mmscmd from 6.5mmscmd is the coal gasifier ban at Morbi – 100s of Indutrioal units 

in the Ceramic Hub of Morbi were using coal gasifiers to produce gas which took away 

>2mmscmd of gas from GGL’s portfolio over FY15-17; which has come back in a rush in 

Q1FY20 itself. Driven by this we are positive on growth prospects: 

Development of the newer areas (table below in Figure 3) starting FY18 is likely to drive a 

steady increment to existing areas, which should support strong volume growth for GGL 

over the next 2-3 years. Additionally, GGL is also close to finalising the buyout of GAIL’s 

50% stake in Vadodara Gas, subject to regulatory clearances, while our sense is that the 

Amritsar/Bhatinda licenses might be transferred to GGL from group company GSPC Gas. 

We continue to build volume CAGR of 16% over FY19-21E.  
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Fig 1: Quarterly volume trends 

 

Source: GGL, Centrum Research  

Fig 2: Segment wise volume trends Q1FY18-Q4FY19 

 

Source: GGL, Centrum Research  

GAIL entry into Morbi – Gas on gas competition makes an entry but uncertainties remain 

The recent news reports of GAIL trying to approach the Morbi Industrial units directly to 

sell Gas, bypassing GGL, which has been the sole supplier of gas in the area for a long time 

has caught us by surprise. Till now policy directions and government priority has always 

been on growing the CGD presence by encouraging new area development and not really 

pushing for gas on gas competition. Hence GAIL’s initiative if accurate is a reversal of the 

industry trend till date. The sudden spurt in gas volumes in the region (current volumes at 

4.5mmscmd up from 2.5mmscmd earlier) due to the implementation of a complete ban 

on coal gasifiers has driven this increase. GGL has therefore benefited from this event and 

GAIL is presumably trying to cash in as well – Our take is that while the advent of gas on 

gas competition is a negative, we do not really see a material impact as of now: 

���� The first hiccup in this whole development is that we are not sure how the pricing 

would play out; while the reports indicate the spot LNG price at Dahej as the 

benchmark ($7.5/mmbtu) adding transmission charges of GSPL till Morbi and then 

third party usage charges of GGL + marketing margins will still add significant delta to 

price and bring it closer to GGL’s current Industrial gas cost of ~Rs28/scm 

���� We are not certain of the spare capacity available at GSPL/GGL to provide “open 

access” to GAIL any more than the 0.5mmscmd that has been reported. If the market 

share loss is restricted to 0.3-0.4mmscmd it is not really material (impact of Rs350m 

of PAT or Rs0.5/sh). The impact is less than for other industrial regions since GGL 

anyways supplies gas at a discount of Rs1.7-1.8/scm to Morbi vs other industrial 
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prices  Additionally, we also highlight that we have built in a conservative 3

3.5mmscmd of gas demand from Morbi region over the next two years, which is 

lower than the potential demand of 4

indicates room for more than one player in the region

Our view therefore is that clarity needs to emerge on the regulatory and economic aspect 

of this news before taking a definitive negative stance on the same

estimates of 3.5

Fig 3: Potential volumes from Pre IX and X round of bid 
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Source: GGL, Centrum Research 

���� The expansion of GGL even deeper into the state of Gujarat brings its own 

advantages, the expansion and deepening of the gas grid in what is already the most 

well connected gas market is relevant for the CNG segment 

gas grid and refuelling infra is, the easier it is for vehicles to convert even if they do a 

lot of intercity travel.

���� The volume mix for the company is also seeing a change, with the addition of 69 CNG 

stations for GGL in FY19 the highest ever for the company. FY20 is also likely to see 

similar additions 

segment over FY20

a stronger margin profile for the company.
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3.5mmscmd of gas demand from Morbi region over the next two years, which is 

lower than the potential demand of 4

indicates room for more than one player in the region

Our view therefore is that clarity needs to emerge on the regulatory and economic aspect 

of this news before taking a definitive negative stance on the same

estimates of 3.5-4 mmscmd of Gas from Morbi to GGL stays.
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The expansion of GGL even deeper into the state of Gujarat brings its own 

advantages, the expansion and deepening of the gas grid in what is already the most 

well connected gas market is relevant for the CNG segment 

gas grid and refuelling infra is, the easier it is for vehicles to convert even if they do a 

lot of intercity travel.

The volume mix for the company is also seeing a change, with the addition of 69 CNG 

stations for GGL in FY19 the highest ever for the company. FY20 is also likely to see 

similar additions 

segment over FY20

a stronger margin profile for the company.

prices  Additionally, we also highlight that we have built in a conservative 3

3.5mmscmd of gas demand from Morbi region over the next two years, which is 

lower than the potential demand of 4

indicates room for more than one player in the region

Our view therefore is that clarity needs to emerge on the regulatory and economic aspect 

of this news before taking a definitive negative stance on the same

4 mmscmd of Gas from Morbi to GGL stays.
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The expansion of GGL even deeper into the state of Gujarat brings its own 

advantages, the expansion and deepening of the gas grid in what is already the most 

well connected gas market is relevant for the CNG segment 

gas grid and refuelling infra is, the easier it is for vehicles to convert even if they do a 

lot of intercity travel. 

The volume mix for the company is also seeing a change, with the addition of 69 CNG 

stations for GGL in FY19 the highest ever for the company. FY20 is also likely to see 

similar additions and that is expected to drive double digit volume growth in the CNG 

segment over FY20-22E- this creates more stability in volume trends and also creates 

a stronger margin profile for the company.
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indicates room for more than one player in the region
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stations for GGL in FY19 the highest ever for the company. FY20 is also likely to see 
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Fig 5: Multiple drivers of volume growth over FY19-25E 

 

Source: GGL, Centrum Research  

Fig 6: Segment wise volume trends FY17-22E 

 

Source: GGL, Centrum Research estimates 

 

Strong volume growth envisaged over the next 5-7 years 

Overall, we see volumes growing >2x for GGL from current levels to 14.1mmscmd by 

FY25E, with 3.3mmscmd contributed by the newer areas while existing areas also grow 

steadily to 11 mmscmd. More aggressive anti-pollution measures specifically for CNG 

presents an upside risk given the complete lack of regulatory support for CNG in Gujarat vs 

what has been seen in National Capital Region (NCR). Gujarat has got a significantly large 

population of addressable vehicles and any regulatory support even for state transport 

and private taxis can deliver a growth boost to GGL’s CNG volumes. 

Fig 7: Penetration of CNG network 

Penetration Gujarat Delhi Mumbai 

Area (sq.km)  1,96,024 1,484 603 

Total vehicles 40,00,000 28,00,000 12,00,000 

CNG vehicles  (estimated)  3,85,000 10,27,700 4,00,000 

Penetration 9.6% 36.7% 33.3% 

CNG stations  290 463 210 

CNG sales (mmcmd)  1.4 3.9 2.1 

Source: GGL, PPAC, Centrum Research   
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Margins – The way ahead is up 

GGL reported gross margins of Rs7.6/scm and EBITDA/scm of Rs4.3/scm in Q4, dipping vs 

the record highs seen in Q3FY19 but still well above the levels of Rs6.2/scm gross margin 

and Rs3.7/scm EBITDA seen in Q4FY18. For FY19, GGL has reported gross margins of 

Rs7.1/scm and EBITDA/scm of Rs4.2/scm, a growth of 7.5/6.7% respectively. Blended 

realisations of Rs32.6/scm coupled with stable gas cost QoQ of Rs25/scm for the quarter 

drove margins. 

Fig 8: Qtrly movement in Gross / EBITDA margins 

 

Source: GGL, Centrum Research  

One primary reason why GGL has always been looked at differently vs peers by investors 

has been its volatile margin profile. There are two key reasons for the same: GGL has the 

highest market price linked gas sourcing portfolio vs peers and LNG prices both on long 

term and short term linkages have been unusually volatile over the last few years. GGL has 

to often face a well organised industrial association or bodies while passing through an 

increase in gas purchase costs; a situation not faced by other players.   

Fig 9: EBITDA margins have been volatile over FY14-19 

 

Source: GGL, Centrum Research  
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prices like LPG/Naphtha/FO are expected to drive higher demand growth over the next 

two years, irrespective of regulatory support.   

Fig 10: Economics for CNG vs other fuels remains attractive 

  Delhi Gujarat 

  Petrol Diesel CNG Petrol Diesel CNG 

Price (Rs/ltr; Rs/kg for CNG) 72.9 66.3 45.7 70.7 69.9 54.7 

Mileage  km/ltr or kg 12.0 18.0 20.0 12.0 18.0 20.0 

Cost (Rs/km) 6.1 3.7 2.3 5.9 3.9 2.7 

CNG discount (%) (56) (17)   (56) (1}   

Daily running assumptions (kms) 40.0 40.0 40.0 40.0 40.0 40.0 

Dailly cost (Rs) 243.1 147.4 91.4 235.5 155.3 109.4 

Annual cost (Rs) 88,732 53,785 33,361 85958 56672 39931 

Savings vs Petrol   34,947 55,371   29285 46027 

CNG /Diesel conversion kit cost 

Rs 
  1,000,000 30,000   100,000 30000 

Payback (months)   34.3 6.5   41.0 7.8 

Source: PPAC, GGL, Centrum Research  

Fig 11: LNG remains competitive vs other liquid fuels as well 

   US$/bbl  (mmbtu/bbl)  $/mmbtu price  % diff LT LNG  % diff ST LNG 

 Brent  72.0 5.9 12.2 (41) (21) 

 Naphtha  69.5 5.3 13.1 (45) (26) 

 FO  66.0 6.4 10.3 (30) (6) 

 HSD  84.5 5.7 14.8 (51) (35) 

 Petrol  82.0 5.8 14.1 (49) (32) 

 LPG  52.0 4.5 11.6 (38) (16) 

 LNG Long term  ($/mmbtu)  9.7 1.0 9.7 (26) 0 

 LNG (ST) ($/mmbtu)  7.2 1.0 7.2 0 34 

Source: Bloomberg, GGL, Centrum Research  

The higher competitiveness vs alternate fuels is likely to expand as product spreads 

improve, specifically for petrol/diesel, which remain below historical levels. Also, the LNG 

prices used for short term LNG are assumed at 10% slope to Brent whereas current prices 

are trending at < 7% linkage to Brent Crude. 

Fig 12: Spot LNG prices as a % of Crude  

 

Source: Bloomberg, GGL, Centrum Research  
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Spot price linkage remains benign  

The spot LNG prices are more relevant for GGL’s gas costs going forward as every 

incremental molecule of Ind/comm gas sold by GGL would be sourced via spot LNG. The 

company has mid term and long term contracts for 3.4 mmscmd with BG and PLNG while 

their Ind/Comm volumes are already at 4.65 mmscmd (balance being met via spot LNG). 

So any additional volumes hereon will be met by more short term/spot LNG. 

Fig 13:  Share of spot/short term LNG rising steadily  

 

Source: GGL, Centrum Research estimates 
 

Domestic Gas costs to remain soft as well 

We mentioned earlier about the rising proportion of Domestic Gas and CNG in the overall 

portfolio of GGL and this is relevant due to the government policy of allocating domestic 

gas to 100% of volumes sold to these two segments. The government mandated formula 

for determining domestic gas prices (formerly APM Gas) takes into account the following: 

���� Russian Domestic Gas price  

���� Henry Hub prices in the USA 

���� European NBP price  

���� Canadian Alberta price  

Of the 4 mentioned above 3 prices are of gas surplus countries hence the domestic price 

typically is at a significant discount to market prices – this ensures that Domestic 

PNG/CNG prices for customers are affordable and also ensures higher margins for the 

CGDs.   

Fig 14: Domestic gas prices have risen recently but remain well below market prices  

 

Source: PPAC, GGL, Centrum Research  
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Our estimates imply domestic gas prices will remain benign at US$4.5-5/mmbtu ensuring 

adequate pricing power for GGL in these two segments and supporting profitability as the 

share of these two segments rises steadily in overall pie of GGL. 

Fig 15: Segmental and overall gross margins 

 

Source: GGL, Centrum Research estimates 

Fig 16: EBITDA/scm estimates 

 

Source: GGL, Centrum Research estimates 

Financial analysis – comprehensive improvement in metrics 

We expect the combination of strong volume growth and steady improvement in margins 

to deliver a 23% CAGR in EBITDA and a 33% CAGR in Adj. PAT over FY19-21E – This number 

is predicated on gross margins of Rs7.2 per scm over FY20/21E and EBITDA/scm of 

Rs4.7/scm over the period.  
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Fig 17: EBITDA/PAT/EPS progression FY16-21E 

 

Source: GGL, Centrum Research estimates 

We expect both absolute and margin improvement across segments for GGL, driven by 

improved pricing power and relatively softer gas costs. Our assumptions build in a higher 

volume growth of 27% in FY20 and 6% volume growth in FY21 and EBITDA margins 

improving to 14.3% by FY21E vs only 12.7% in FY19. Key financial assumptions are 

highlighted below: 

Fig 18:   Key financial assumptions 

 
Units FY17 FY18 FY19 FY20E FY21E 

Volumes mmscmd 5.4 6.2 6.5 8.3 8.8 

Average Sales realisations Rs/scm 25.9 27.2 32.5 33.0 32.7 

RMC Rs/scm 19.4 20.6 25.5 25.7 25.5 

Gross margins Rs/scm 6.4 6.6 7.0 7.2 7.2 

EBITDA/scm Rs/scm 3.8 3.9 4.1 4.7 4.7 

       
EBITDA margin % 15 14 13 14 14 

EBIT margin % 10 10 9 11 11 

PAT margin % 4 5 6 7 7 

       
Capex Rsm 4,805 4,589 4,500 4,800 4,800 

OpCF (before WC) Rsm 7,617 9,117 9,668 14,302 14,993 

       
RoIC % 7.1 8.2 9.8 13.8 13.7 

RoE % 11.7 16.4 20.6 27.2 24.3 

ROCE % 10.7 15.1 15.9 24.1 23.6 

DER x 1.4 1.1 0.8 0.4 0.2 

Source: GGL, Centrum Research estimates 

Despite the material capex trajectory, we do not see any dip in Balance Sheet metrics, 

with leverage actually declining over the next 2-3 years despite the higher capex run rate. 

Return ratios therefore continue to steadily improve over our forecast period along-with 

profitability. 
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Multiple drivers of RoE improvement  

Factoring in the multiple levers of improvement in earnings and the quality of the same, 

we believe DuPont analysis presents a good picture of the expected boost to the 

company’s financial metrics over FY17-21E.   

Fig 19: Dupont Analysis for GGL 

RoE (5-Point)  FY16  FY17  FY18  FY19E  FY20E  FY21E 

Tax Burden (x) 0.7 0.7 0.6 0.7 0.7 0.7 

Interest Burden (x) 0.5 0.6 0.7 0.9 0.9 1.0 

EBIT Margin (%) 7.8 9.5 10.1 9.0 11.2 11.2 

Asset Turnover (x) 1.1 1.1 1.5 1.8 2.2 2.1 

Leverage (x) 2.8 2.5 2.3 2.1 1.8 1.6 

RoE (%) 8.6 12.2 16.7 21.3 28.4 24.7 

Source: GGL, Centrum Research estimates 

 

Valuations – material upside from here 

We value GGL using DCF methodology, using a WACC of 11%, DER of 35%, Long term 

EBITDA assumption of Rs4.4/scm and Terminal growth rate of 3.5%. The gradual build-up 

of volumes from the multiple new areas under development and the new areas won 

recently in bidding rounds IX/X imply that returns from the same would flow through only 

over the next decade hence we believe earnings multiples do not adequately reflect the 

fair value of the business. Our DCF value delivers a price of Rs205/sh, 28% upside from 

here.   

Fig 20: GGL DCF valuation 

  FY18 FY19E FY20E FY21E FY22E FY23E FY24E FY25E… ...FY34E 

Volumes mmscmd 6.22 6.54 8.31 8.80 9.95 11.24 12.59 14.10 22.91 

yoy growth (%) 
 

5 27 6 13 13 12 12 3 

EBITDA/Scm 3.9 4.1 4.7 4.7 4.4 4.4 4.4 4.4 4.4 

EBITDA 8,951 9,846 14,302 14,993 15,978 18,056 20,222 22,649 36,798 

Less Depreciation 2,718 2,880 3,063 3,255 3,055 3,221 3,369 3,488 3,898 

EBIT 6,232 6,966 11,239 11,738 12,923 14,834 16,853 19,161 32,901 

Less Interest 1,961 1,962 1,701 1,470 2,312 2,438 2,550 2,639 2,950 

Other Income 357 1,113 1,113 1,113 1,002 901 811 730 283 

PBT 4,628 6,117 10,651 11,381 11,613 13,298 15,114 17,252 30,234 

Less Tax 1,715 2,264 3,653 3,815 4,200 4,821 5,477 6,227 10,693 

NOPAT 2,914 3,853 6,998 7,566 7,413 8,477 9,637 11,024 19,541 

Add Depreciation 2,718 2,880 3,063 3,255 3,055 3,221 3,369 3,488 3,898 

Less Capex 4,589 4,945 4,800 4,800 4,500 4,500 4,000 3,200 429 

FCF 1,043 1,788 5,260 6,021 5,968 7,198 9,006 11,312 23,009 

GBA 63,622 68,466 73,266 78,066 82,566 87,066 91,066 94,266 1,05,348 

Debt 23,282 22,031 19,531 17,031 28,898 30,473 31,873 32,993 36,872 

Year - - 1.0 2.0 3.0 4.0 5.0 6.0 15.0 

Disc factor 
 

1.0 0.9 0.8 0.7 0.7 0.6 0.5 0.2 

NPV - 1,788 4,739 4,887 4,364 4,742 5,345 6,048 4,810 

NPV total 74,486 
        

TV 3,17,593 
        

PV of Terminal value 66,392 
        

Total NPV potential 1,40,878 
        

Per share for GGL 205 
        

CMP 160 
        

Upside (downside) 28% 
        

Source: GGL, Centrum Research 
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Fig 21: Quarterly Financials 

Particulars (Rs bn) Q4FY17 Q1FY18 Q2FY18 Q3FY18 Q4FY18 Q1FY19 Q2FY19 Q3FY19 Q4FY19 

Net Sales 14,002 14,780 13,914 15,713 17,336 17,651 19,643 21,174 19,075 

Other Operating Income          

Total Income 14,002 14,780 13,914 15,713 17,336 17,651 19,643 21,174 19,075 

Accretion to Stocks in trade & work in progress          

Raw Material Consumed 11,140 10,617 10,400 12,212 13,551 13,504 16,230 16,264 14,638 

Purchase of Semi/finished goods/traded goods          

Employee Expenses 299 391 332 338 330 360 372 416 451 

Other Exp 1,101 1,074 1,156 1,165 1,228 1,301 1,241 1,282 1,445 

Operating Profit (Core EBITDA) 1,463 2,698 2,027 1,999 2,227 2,486 1,800 3,212 2,541 

Depreciation 643 666 683 688 682 707 724 728 722 

EBIT 820 2,032 1,344 1,311 1,545 1,779 1,077 2,484 1,819 

Interest 476 496 499 487 479 486 494 485 497 

Other Revenue/Income 71 78 89 91 99 95 188 154 187 

Other Excep. Items (restructuring, asset sales etc) - - - - - 489 (193) (179) - 

Profit Before Tax 415 1,615 934 915 1,165 1,878 578 1,975 1,508 

Tax 84 571 323 315 506 664 167 595 343 

Tax rate (%) 20.2 35.4 34.6 34.4 43.4 35.3 28.9 30.1 22.7 

Profit After Tax 331 1,044 611 600 660 1,214 411 1,380 1,165 

Less: Minority interest in income          

Add/(Less) - Share in the profit/(loss) of associates          

Profit/(loss) from discontinued ops          

PAT attributable to Consolidated Group 331 1,044 611 600 660 1,214 411 1,380 1,165 

Adjusted PAT for the group 331 1,044 611 600 660 896 536 1,496 1,165 

Growth (%)          

Net Sales  5.6 (5.9) 12.9 10.3 1.8 11.3 7.8 (9.9) 

EBITDA  84.4 (24.9) (1.3) 11.4 11.6 (27.6) 78.4 (20.9) 

Adj. PAT  214.9 (41.5) (1.8) 9.9 35.9 (40.2) 179.1 (22.1) 

Margin (%)          

EBITDA 10.4 18.3 14.6 12.7 12.8 14.1 9.2 15.2 13.3 

EBIT 5.9 13.8 9.7 8.3 8.9 10.1 5.5 11.7 9.5 

PAT (reported bef minority interest) 2.4 7.1 4.4 3.8 3.8 6.9 2.1 6.5 6.1 

Key Drivers          

Brent (USD/bbl) 54.0 50.3 52.5 62.0 66.0 74.6 75.5 70.0 64.0 

INR/USD 67.1 65.5 64.5 64.5 64.5 67.0 70.0 72.0 70.5 

Volumes (mmscm) 544.5 557.0 527.0 579.0 608.0 586.0 613.0 602.6 585.0 

Volumes (mmscmd) 6.1 6.1 5.7 6.3 6.8 6.4 6.7 6.6 6.5 

CNG (mmscmd) 1.2 1.3 1.3 1.3 1.4 1.4 1.4 1.4 1.5 

Domestic (mmscmd) 0.6 0.4 0.5 0.5 0.6 0.4 0.5 0.5 0.6 

Industrial/Commercial (mmscmd) 4.3 4.4 4.0 4.5 4.8 4.6 4.7 4.6 4.4 

Avg realisation (Rs/scm) 25.7 26.5 26.4 27.1 28.5 30.1 32.0 35.1 32.6 

Raw material cost (Rs/scm) 20.5 19.1 19.7 21.1 22.3 23.0 26.5 27.0 25.0 

Gross margin (Rs/scm) 5.3 7.5 6.7 6.0 6.2 7.1 5.6 8.1 7.6 

EBITDA margin (Rs/scm) 2.7 4.8 3.8 3.5 3.7 4.2 2.9 5.3 4.3 

Source:  Company, Centrum Research estimates 

 

 

 

 

 

 

 

 

 



 

 

 

6 May 2019

14Centrum Institutional Research 

Gujarat Gas 

P&L       Balance Sheet      

YE March (Rs bn) FY17 FY18 FY19E FY20E FY21E 
 

YE March (Rs bn) FY17 FY18 FY19E FY20E FY21E 

Revenues 50,926 61,743 77,544 99,970 104,944 
 

Equity share capital 1,377 1,377 1,377 1,377 1,377 

Materials cost 38,379 46,780 60,830 78,086 81,888 
 

Reserves & surplus 15,072 17,087 20,463 26,259 32,724 

% of revenues 75.4 75.8 78.4 78.1 78.0 
 

Shareholders' fund 16,449 18,464 21,840 27,636 34,101 

Employee cost 1,282 1,390 1,600 1,760 1,936 
 

Total debt 23,589 23,282 22,031 19,531 17,031 

% of revenues 2.5 2.3 2.1 1.8 1.8 
 

Def tax liab. (net) 9,849 10,455 10,816 10,816 10,816 

Others 3,832 4,623 5,268 5,823 6,128 
 

Minority Interest      

% of revenues 7.5 7.5 6.8 5.8 5.8 
 

Total liabilities 49,887 52,201 54,687 57,983 61,948 

EBITDA 7,433 8,951 9,846 14,302 14,993 
 

Gross block 59,162 63,622 68,466 73,266 78,066 

EBITDA margin (%) 14.6 14.5 12.7 14.3 14.3 
 

Less: acc. depreciation 10,145 12,695 15,575 18,638 21,892 

Depreciation & amortisation 2,573 2,718 2,880 3,063 3,255 
 

Net block 49,017 50,927 52,891 54,628 56,174 

EBIT 4,860 6,232 6,966 11,239 11,738 
 

Capital WIP 5,049 4,783 4,885 4,885 4,885 

Interest expenses 2,090 1,961 1,962 1,701 1,470 
 

Net fixed assets 54,066 55,710 57,776 59,513 61,059 

Other income 263 357 1,113 1,113 1,113 
 

Investments 3,530 2,904 2,496 2,496 2,496 

Exceptional items - - (179) - - 
 

Inventories 417 568 694 895 939 

PBT  3,033 4,628 5,939 10,651 11,381 
 

Sundry debtors 3,475 3,917 5,103 5,921 5,594 

Taxes 838 1,715 1,768 3,621 3,756 
 

Cash 608 1,363 3,092 6,887 9,180 

Effective tax rate (%) 27.6 37.0 29.8 34.0 33.0 
 

Loans & advances 1,388 1,871 2,115 2,443 2,831 

PAT 2,195 2,914 4,170 7,029 7,625  Other current assets      

Minority/Associates      
 

Total current asset 5,888 7,718 11,004 16,146 18,545 

Reported PAT 2,195 2,914 4,170 7,029 7,625 
 

Trade payables 13,198 13,749 16,108 19,644 19,570 

Adjusted PAT 2,195 2,914 4,290 7,029 7,625 
 

Other current liab. - - - - - 

      
 

Provisions 399 383 480 528 581 

      
 

Net current assets (7,709) (6,413) (5,584) (4,026) (1,606) 

Ratios 
      

Total assets 49,887 52,201 54,687 57,983 61,948 

YE March FY17 FY18 FY19E FY20E FY21E 
 

Cash Flows 
     

Growth (%) 
 

YE March (Rs bn) FY17 FY18 FY19E FY20E FY21E 

Revenue (16.6) 21.2 25.6 28.9 5.0  Op profit bef WC changes 7,617 9,117 9,668 14,302 14,993 

EBITDA 2.5 20.4 10.0 45.2 4.8  Trade and other receivables (1,155) (1,065) (1,557) (1,347) (106) 

Adjusted PAT 43.5 32.7 43.1 68.6 8.5  Trade payables 1,036 817 2,456 3,584 (21) 

Margin (%)  Net change – WC      

Gross  14.6 14.5 12.7 14.3 14.3  Direct taxes (489) (1,040) (1,768) (3,621) (3,756) 

EBITDA 6.0 7.5 7.7 10.7 10.8  Net cash from operations 7,010 7,829 8,799 12,918 11,110 

Adjusted PAT 4.3 4.7 5.5 7.0 7.3  Capital expenditure (4,786) (4,584) (4,945) (4,800) (4,800) 

Return (%)  Acquisitions, net      

RoE 13.3 15.8 19.6 25.4 22.4  Others 204 278 1,113 1,113 1,113 

RoCE 9.7 11.9 12.7 19.4 18.9  Net cash from investing (4,582) (4,306) (3,833) (3,687) (3,687) 

RoIC 5.3 7.1 10.0 15.4 15.5  FCF 2,224 3,246 3,854 8,118 6,310 

Turnover (days)       Issue of share capital - - - - - 

Gross block turnover ratio (x) 0.9 1.0 1.2 1.4 1.4  Increase/(decrease) in debt 176 (248) (1,251) (2,500) (2,500) 

Debtors 22.0 21.8 21.2 20.1 20.0  Dividend paid (2,729) (2,459) (2,792) (2,935) (2,630) 

Inventory 3.9 3.8 3.8 3.7 4.1  Net cash from financing (2,553) (2,707) (4,043) (5,435) (5,130) 

Creditors 65.8 79.6 70.3 65.3 68.2  Net change in cash (125) 816 924 3,796 2,293 

Solvency (x)       Source: Company, Centrum Research estimates 

Net debt-equity 2.0 1.8 1.4 0.8 0.5  

Debt-equity 2.0 1.8 1.5 1.1 0.8  

Interest coverage ratio 2.3 3.2 3.6 6.6 8.0  

Gross debt/EBITDA 4.5 3.8 3.3 2.1 1.9  

Current Ratio 0.4 0.5 0.7 0.8 0.9  

Per share (Rs)       

Adjusted EPS 3.2 4.2 6.2 10.2 11.1  

BVPS 24 27 32 40 50  

CEPS 6.9 8.2 10.4 14.7 15.8  

DPS 3.5 4.7 1.2 1.8 1.7  

Dividend payout (%) 110.1 110.6 19.3 17.6 15.2  

Valuation (x)(Avg Mkt Cap)       

P/E (adjusted) 50.1 37.8 25.7 15.7 14.4  

P/BV 6.7 6.0 5.0 4.0 3.2  

EV/EBITDA 17.4 14.4 12.8 8.4 7.7  

Dividend yield (%) 2.2 2.9 0.8 1.1 1.1  

Source: Company, Centrum Research estimates  
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