
 

Q4FY20 Result Review 

   
Key Stock Data 

 Bloomberg / Reuters GAIL IN / GAIL.BO 

 Sector Oil & Gas 

 Shares o/s (mn) 4,510 

 Market cap. (Rs mn) 465,221 

 Market cap. (US$ mn) 6,717 

 3-m daily average value (Rs mn) 401.3 

 52-week high / low Rs157 / 66 

 Sensex / Nifty  34,842 / 10,289 

 

BUY 
 

TP Rs135 
CMP Rs103 
 Firing from all cylinders 

GAIL (India) 
 Potential upside / downside +31% 

Previous Rating BUY 
 Summary 

GAIL has come out with robust set of numbers in Q4FY20 led by strong profit growth 
from petrochemicals and gas trading division. Though, volume growth remain muted 
for most of the segments owing to lockdown for 9 days in Mar’20 but lower gas cost, 
better marketing margin and cost efficiency across segment boosted profits. Further, 
out of total 120 cargoes in FY20, 46 were sold overseas and 74 in India and expect 
similar ratio for FY21 as well. Out of total 90 LNG cargoes from US, the company has 
already sold 37 cargoes overseas and nearly 70% of total volume is hedged. The 
company mentioned that except CNG volume, volume at all the segment has come 
back to pre-Covid levels. We expect GAIL’s EBITDA to record a strong growth of 30.1% 
YoY in FY22 after witnessing a dip of 12% in FY21E. We resume our coverage on GAIL 
with a BUY recommendation and a TP of Rs135.  

Key Highlights and Investment Rationale 
 EBITDA across segment saw a strong growth 

EBITDA and reported PAT increased 29.3% and 169% YoY to Rs24.8 bn and Rs30.2 bn 
respectively. However, the company reversed the impairment of Rs1 bn on Konkan 
LNG and reversed additional deferred tax of Rs16.5 bn due to adoption of new tax 
rate of 25%. EBITDA for transmission/trading/petchem/LHC business increased 
13.2%/7.3%/ 108%/22.6% YoY to Rs11.6/6.3/1.9/5.5 bn respectively in Q4FY20. 

 Most of the business is at pre-Covid levels provides optimism  
The management guided that except CNG business (at 50% levels) all businesses are 
running at pre-Covid levels. Petchem and LHC segments are running at nearly 100% 
utilisation currently while Gas transmission and trading business are operating at nearly 90% 
of pre-Covid levels owing to lower off-take from CNG business. Further, it has hedged nearly 
70% of US LNG for FY21 which provides optimism for marketing profits. Further, due to lower 
spot LNG prices, marketing margin is likely to remain healthy in near to medium term. 

 Resume coverage with a TP of Rs135; BUY  
The company has guided for a capex of Rs45 bn for FY21E and Rs50 bn for FY22E 
primarily on pipeline business. It has already incurred a capex of Rs90 bn out of Rs130 
bn planned in Urja-Ganga project and also likely to complete Kochi-Mangalore-
Bangalore pipeline till Mangalore by July'20. The stock is trading at a PER of 7.2x and 
EV/EBITDA of 5x on FY22E. We resume coverage with a BUY recommendation and 
Target price of Rs135. 

 EPS (Rs)  FY21E FY22E 

 IDBI Capital      11.2  14.5 

 Consensus  12.9   12.0 

 % difference  (12.9)  20.7 

 

 

Financial snapshot (Rs mn) 

Year FY2018 FY2019 FY2020 FY2021E FY2022E 

Revenue  535,261   748,075   715,710   580,615   686,237  

EBITDA  76,339   97,851   83,694   73,476   95,575  

EBITDA (%) 14.3  13.1  11.7  12.7  13.9  

Adj. PAT  46,000   62,421   65,359   50,738   65,355  

EPS (Rs) 10.2  13.8  14.5  11.2  14.5  

EPS Growth (%) 24.4 35.7  4.7  (22.4) 28.8  

PE (x) 10.2  7.5  7.2  9.2  7.2  

Dividend Yield (%) 3.5  3.9  4.3  3.2  4.2  

EV/EBITDA (x) 6.0  4.8  6.2  6.7  5.0  

RoE (%) 11.7  14.8  14.8  11.1  13.3  

RoCE (%) 12.7  15.8  11.5  8.8  11.2  

Source: Company; IDBI Capital Research 
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Concall highlights: 

 In FY20, 120 cargoes were imported of which 90 were from US. 46 were sold overseas and 74 cargoes were 

processed in India. In FY21, we expect total of 90 cargoes, 37 cargoes to be sold overseas. Nearly 70% of total 

cargoes are hedged and hence price fluctuation risks not much of an issue. Also, most volumes are on a long term 

basis. 

 Typically, 40-45% of import of RLNG is from Qatar and nearly 50% from Russia. 

 There was a settlement of 44 cases involving 21 years under “Vivad se Vishwas Scheme” resulting in reduction of 

contingent liability of Rs19 bn and increase in tax expense by Rs9.2 bn. It also received capital grant of Rs15.5 bn in 

FY20. 

 KLL (Konkan LNG) has become subsidiary of GAIL, with 69.06% shareholding of GAIL. 

 Part of Kochi –Koottanad – Mangaluru-Bengaluru pipeline project and Gorakhpur- Patna Jagdishpur-Haldia and 

Bokaro-Dhamra project has been capitalized. Capex for FY20 was Rs61 bn while targeting capex of Rs45 bn and Rs50 

bn for FY21 and FY22 mainly for pipeline, CGD and petchem project at Maharashtra.  

 All 6 CGD’s has been awarded to GAIL under JHBDPL are operational. 

 Margins were better in FY20 for 3 main reasons. 1) Reduced prices, 2) better utilization, and 3) cost optimizations & 

best ever efficiency in Petchem business. 

 GAIL expects pricing of gas to pick-up in June and be firm going forward. It also expects volume to be almost similar 

to last year. Though there has been a small disruption in transmission and is currently at 95-100mmscmd. 

 No any significant Force Majeure from any consumers so far. GAIL expects transmission of gas to fertilizer plants in 

Mangalore to reach by July and in East India in next 3-4 months. Except CGD sector transmission has reached to 

100% utilization. 
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Exhibit 1: Quarterly highlights (Rs mn) 

Rs mn Q4FY19 Q1FY20 Q2FY20 Q3FY20 Q4FY20 % YoY % QoQ 

Revenue 1,87,634 1,83,106 1,80,399 1,77,673 1,77,531 -5.4% -0.1% 

Raw Material 15,830 12,839 13,121 6,808 5,365 -66.1% -21.2% 

Purchase of products 1,36,034 1,32,476 1,36,220 1,33,632 1,33,144 -2.1% -0.4% 

Employee expense 3,993 4,197 4,268 3,472 3,256 -18.5% -6.2% 

Other expense 12,636 11,005 11,163 13,038 11,013 -12.8% -15.5% 

Total Expense 1,68,493 1,60,516 1,64,772 1,56,950 1,52,778 -9.3% -2.7% 

EBITDA 19,141 22,590 15,627 20,724 24,754 29.3% 19.4% 

EBITDA Margin (%) 10.2 12.3 8.7 11.7 13.9 374 228 

Depreciation 4,574 4,057 4,398 4,890 5,016 9.7% 2.6% 

Interest 263 239 275 242 329 25.1% 36.3% 

Other Income 6,359 1,512 4,401 3,124 5,132 -19.3% 64.3% 

Exceptionals items -3,263 0 0 0 1,016 - - 

PBT 17,399 19,805 15,355 18,716 25,557 46.9% 36.5% 

Tax 6,177 6,930 4,713 6,210 -4,625 -174.9% -174.5% 

Effective tax rate (%) 35.5 35.0 30.7 33.2 -18.1 - - 

Reported PAT 11,222 12,875 10,643 12,507 30,182 168.9% 141.3% 

Adjusted PAT 13,327 12,875 10,643 12,507 29,166 118.8% 133.2% 

Adjusted EPS 3.0 2.9 2.4 2.8 6.5 118.8% 133.2% 

Segmental details 

Gas Transmission               

Revenue 13,140 13,580 12,310 14,000 13,840 5.3% -1.1% 

Volume (mmscmd) 109.2 105.4 108.7 110.3 109.0 -0.1% -1.2% 

Adj. Tariff (Rs/scm) 1.3 1.4 1.4 1.4 1.4 4.3% 1.2% 

Reported EBITDA 10,280 10,680 10,200 12,200 11,640 13.2% -4.6% 

LPG Transmission               

Revenue 1,730 1,330 1,600 1,690 1,680 -2.9% -0.6% 

Volume (mmt) 1.0 0.8 1.0 1.0 1.0 1.7% -0.3% 

Tariff (Rs/mt) 1,691 1,608 1,602 1,620 1,615 -4.5% -0.3% 

Reported EBITDA 1,090 760 960 1,080 1,100 0.9% 1.9% 
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Rs mn Q4FY19 Q1FY20 Q2FY20 Q3FY20 Q4FY20 % YoY % QoQ 

Gas Marketing               

Revenue 1,42,760 1,44,090 1,38,910 1,34,830 1,36,300 -4.5% 1.1% 

Volume (mmscmd) 98.4 96.6 94.7 96.0 97.8 -0.7% 1.8% 

Reported EBITDA 5,880 8,610 2,540 5,240 6,310 7.3% 20.4% 

EBITDA Margin (USD/mmbtu) 0.1 0.3 0.1 0.2 0.2 77.3% 12.9% 

Petchem               

Revenue 17,000 10,930 16,030 14,680 12,060 -29.1% -17.8% 

Sales Volume (kt) 213.0 136.0 217.0 211.0 174.0 -18.3% -17.5% 

Reported EBITDA 890 -1,170 320 1,050 1,850 107.9% 76.2% 

EBITDA/mt (USD) 42 -116 16 61 122 189.4% 101.8% 

LPG & LHC               

Revenue 9,930 10,140 8,430 9,600 10,520 5.9% 9.6% 

Sales Volume (kt) 335.0 296.0 329.0 337.0 309.0 -7.8% -8.3% 

Reported EBITDA 4,520 5,280 2,730 3,180 5,540 22.6% 74.2% 

EBITDA/mt (USD) 137 240 92 115 207 51.1% 79.5% 

Source: Company; IDBI Capital Research 
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Exhibit 2: Assumptions 

  FY17 FY18 FY19 FY20E FY21E FY22E 

Revenue             

Gas Transmission 41940 44450 51950 53730 49189 58043 

LPG Transmission 5150 5580 6140 6300 6490 6686 

Gas Marketing 346300 380220 570230 554130 435308 514580 

Petrochemicals 56260 57870 66310 53700 46617 57565 

LPG & LHC 31380 41790 46330 38690 33648 39516 

EBITDA             

Gas Transmission 31610 36330 40890 44720 42121 48507 

LPG Transmission 3090 3260 3590 3900 4079 4220 

Gas Marketing 15200 12550 28590 22700 19170 26122 

Petrochemicals 8920 6890 8150 2050 6480 10474 

LPG & LHC 12920 23720 26300 16730 11007 16313 

Pipeline Gas Volume (mmscmd) 100.4 105.2 107.4 108.4 97.5 115.1 

Average Tariff (Rs/scm) 1.14 1.16 1.30 1.35 1.38 1.38 

Pipeline LPG Volume (mmt) 3.4 3.7 4.0 3.9 3.9 4.0 

Average Realisation (Rs/mt) 1531.8 1499.6 1544.7 1611.3 1643.5 1676.3 

Gas Marketing Volume (mmscmd) 81.2 85.0 96.9 96.3 87.8 98.3 

Average EBITDA/Marketing Margin ($/mmbtu) 0.16 0.14 0.25 0.19 0.16 0.20 

Petrochemicals - Sales volume (mmt) 577 674 735 738 729 794 

Average Realisation (Rs/mt) 84786 83068 90211 72691 63883 72446 

LHC - Sales volume (mmt) 1.08 1.28 1.33 1.27 1.36 1.36 

Average Realisation (Rs/mt) 28999 32941 34861 30441 24781 29071 

Source: Company; IDBI Capital Research 
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Exhibit 3: SOTP Valuation (Rs mn) 

(Rs.mn) EBITDA (FY22E) Multiple (x) EV 

Gas Transmission                  41,878                  5.5        2,30,328  

LPG Transmission                    3,638                  6.5           23,647  

Gas Marketing                  21,486                  5.0        1,07,431  

Petrochemicals                    9,153                  5.0           45,766  

LHC                  12,049                  5.0           60,245  

Others                    7,424                  5.0           37,121  

Total                  95,628                  5.3        5,04,538  

Less: Net Debt           23,738  

Equity Value       4,80,801  

No. of Shares (mn)            4,510  

Standalone equity value per share               107  

Source: Company; IDBI Capital Research 

 
Exhibit 4: Value of investments (Rs mn) 

Rs mn Shares (mn) CMP (Rs) Value 

 PLNG                        188                 260           48,750  

 MGL                          32              1,070           34,347  

 IGL                        158                 450           70,875  

 ONGC                        308                   85           26,214  

 Total        1,80,186  

 At 30% holding discount        1,26,130  

 Total Investment Value (per share)                  28  

Source: Company; IDBI Capital Research 
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Exhibit 5: Target Price (Rs mn) 

Particulars Rs/share 

Core business 107 

Investment Value 28 

Target Price 135 

CMP 103 

Upside 31% 

Source: Company; IDBI Capital Research 
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Financial Summary 

 

  
Profit & Loss Account                                      (Rs mn) 

Year-end: March FY19 FY20 FY21E FY22E 

Net sales  748,075   715,710   580,615   686,237  

growth (%)  39.8  (4.3)  (18.9)  18.2  

Operating expenses  (653,412)  (635,016)  (510,244)  (593,876) 

EBITDA 97,851  83,694  73,476  95,575  

growth (%) 28.2 (14.5) (12.2) 30.1 

Depreciation (15,502) (18,360) (20,800) (24,784) 

EBIT 82,349  65,334  52,676  70,791  

Interest paid  (1,385)  (1,085)  (1,430)  (1,100) 

Other income 13,148  14,168  16,422  17,467  

Pre-tax profit 90,848  79,434  67,668  87,158  

Tax  (30,592) (13,227) (16,930) (21,803) 

Effective tax rate (%) 33.7  16.7  25.0  25.0  

Minority Interest  -   -   -   -  

Net profit 60,257  66,206  50,738  65,355  

Exceptional items   (2,164) 847   -   -  

Adjusted net profit 62,421  65,359  50,738  65,355  

growth (%)  35.7  4.7   (22.4)  28.8  

Shares o/s (mn nos) 4,510  4,510  4,510  4,510  

 

 

 

 

 

 

Cash Flow Statement   (Rs mn) 

Year-end: March FY19 FY20 FY21E FY22E 

Pre-tax profit 90,848  79,434  67,722  87,212  

Depreciation 15,502  18,360  20,800  24,784  

Tax paid (20,764) (19,555) (10,930) (16,803) 

Chg in working capital  (3,282)  3,073   8,203   (2,421) 

Other operating activities  (3,541) (12,430) (14,992) (16,367) 

Cash flow from operations (a) 78,763  68,881  70,802  76,405  

Capital expenditure (72,022) (54,345) (45,168) (54,059) 

Chg in investments  (2,691) 10,390   -   -  

Other investing activities 20,348  (24,335) 16,422  17,467  

Cash flow from investing (b) (54,366) (68,289) (28,746) (36,591) 

Equity raised/(repaid)  -   -   -   -  

Debt raised/(repaid) (11,348) 45,196  (19,118)  (5,500) 

Dividend (incl. tax)  (1,417) (39,421) (18,285) (23,547) 

Chg in monorities  -   -   -   -  

Other financing activities (24,780) (10,475)  (1,430)  (1,100) 

Cash flow from financing (c) (37,544)  (4,699) (38,833) (30,147) 

Net chg in cash (a+b+c) (13,147)  (4,108)  3,223   9,666  
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  Balance Sheet (Rs mn) 

Year-end: March FY19 FY20 FY21E FY22E 

Net fixed assets  402,886   442,269   465,887   494,404  

Investments 95,282  74,985  75,735  76,492  

Other non-curr assets 32,401  46,653  47,119  47,590  

Current assets  113,218   121,430   103,365   129,712  

Inventories 23,219  29,601  24,043  28,398  

Sundry Debtors 50,743  55,759  45,291  53,493  

Cash and Bank 12,147   8,039  11,262  20,928  

Marketable Securities  -   -   -   -  

Loans and advances  8,284  10,749   8,731  10,312  

Total assets  643,786   685,336   692,105   748,198  

          

Shareholders' funds  440,929   439,711   472,218   514,079  

Share capital 22,551  45,101  45,101  45,101  

Reserves & surplus  418,379   394,610   427,116   468,978  

Total Debt 10,011  54,118  35,000  29,500  

Secured loans 10,011  36,121  17,903  13,258  

Unsecured loans  -  17,997  17,097  16,242  

Other liabilities  100,806  95,128   102,290   108,484  

Curr Liab & prov 92,040  96,379  82,597  96,135  

Current liabilities 84,732  88,828  76,530  89,074  

Provisions  7,308   7,550   6,067   7,061  

Total liabilities  202,857   245,625   219,887   234,119  

Total equity & liabilities  643,786   685,336   692,105   748,198  

Book Value (Rs) 98 97 105 114 

Source: Company; IDBI Capital Research 

 

 

Financial Ratios 

Year-end: March FY19 FY20 FY21E FY22E 

Adj. EPS (Rs) 13.8  14.5  11.2  14.5  

Adj EPS growth (%) 35.7  4.7  (22.4) 28.8  

EBITDA margin (%) 13.1  11.7  12.7  13.9  

Pre-tax margin (%) 12.1  11.1  11.7  12.7  

ROE (%) 14.8  14.8  11.1  13.3  

ROCE (%) 15.8  11.5  8.8  11.2  

Turnover & Leverage ratios (x)         

Asset turnover (x) 1.2  1.1  0.8  1.0  

Leverage factor (x) 1.5  1.5  1.5  1.5  

Net margin (%) 8.3  9.1  8.7  9.5  

Net Debt/Equity (x) (0.0) 0.1  0.1  0.0  

Working Capital & Liquidity ratio         

Inventory days 11 15 15 15 

Receivable days 25 28 28 28 

Payable days 22 25 28 28 

Valuation 

Year-end: March FY19 FY20 FY21E FY22E 

PER (x) 7.5 7.2 9.2 7.2 

Price / Book value (x) 1.1 1.1 1.0 0.9 

PCE (x) 6.0 5.6 6.6 5.2 

EV / Net sales (x) 0.6 0.7 0.8 0.7 

EV / EBITDA (x) 4.8 6.2 6.7 5.0 

Dividend Yield (%) 3.9 4.3 3.2 4.2 
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Notes 
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