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Lower sourcing cost and higher capacity utilization aided financials

Key result highlights

Lower industrial activities and vehicular movements reduced industrial gas and CNG demand. Consistency in PNG
domestic volumes improved retail share

Gujarat Gas Ltd (GGL) reported a QoQ and YoY revenue decline of 59.4% and 58.6%, respectively, to Rs.1,083 cr in
Q1FY21 on account of the sharp decline in overall gas volumes. Total gas volume declined at a YoY rate of 54.7% to 377
mmscm during the quarter. Industrial gas volumes declined by 59.6% YoY to 260 mmscm, while CNG volumes reported a
YoY decline of 54.1% to 62 mmscm. The 45 days of stringent nationwide lockdown halted factory production and
vehicular movements, which resulted in a decline in CNG (volume contribution 15-16%) and industrial gas volumes
(volume contribution 75-80%). Despite lockdown GGL added 13 CNG stations during the quarter and plans to add 47
more in FY21 which is expected to enhance the penetration of CNG in Gujarat and encourage conversion.

PNG domestic reported a YoY growth of 15.6% to 52 mmscm, while PNG commercial declined at a YoY rate of 66.7% to 3
mmscm during the quarter. PNG domestic is a household gas consumption segment, which is used for cooking and has
therefore sustained its volume growth, even during the lockdown.

Lockdown impacted capacity utilization, but lower gas sourcing cost aided profitability

GGL’s gross profit declined at a YoY rate of 46.7% to Rs.353 cr, while gross profit/scm reported a YoY growth of 17.8% to
Rs.9.37/scm in Q1FY21. Gross margins improved at a YoY rate of 728bps to 32.6% during the quarter. Subdued global gas
prices and increasing share of retail volumes in the total mix improved gross profit/scm. Blended sourcing cost declined
at a YoY rate of 17.4% to Rs.19.4/scm, compared to Rs.22.4/scm in Q4FY20 and Rs.23.4/scm in Q1FY20. EBITDA reported
a YoY decline of 60.2% to Rs.186 cr. EBITDA/scm stood at Rs.4.93/scm, compared to Rs.4.71 /scm in Q4FY20 and
Rs.5.60/scm in Q1FY20. EBITDA margins deteriorated by 69bps to 17.2% during the quarter. In line with the operating
performance, net profit reported YoY decline of 74.8% to Rs.59 cr, while net margins declined at a YoY rate of 350bps to
5.5% in Q1FY21
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A decline in natural gas prices and NGT order to improve industrial usage of gas

After the orders from the National Green Tribunal (NGT), many industrial units in Gujarat are in the process of switching from coal to gas. As a result,
industrial gas volumes in Gujarat jumped from 5.0 mmscmd in Q4FY19 to 7.5 mmscmd Q4FY20, however, COVID-19 led lockdown delayed this
conversion and also reduced the daily gas consumption by industries to 2.9 mmscmd in Q1FY21. However, NGT members recently sought an Action
Taken Report (ATR) asked Central Pollution Control Board (CPCB) to ensure ban and usage of pet coke and furnace oil.

The state government is also encouraging industrial units to use natural gas as a fuel rather than coal due to environmental reasons. GGL is expecting
the full implementation of NGT order in the year 2020, which is expected to improve industrial gas volumes by ~50% in FY22 over FY20. Further, a
significant decline in global natural gas prices (from $2.8/mmbtu to $1.7/mmbtu during past 12 months) has also improved prospects for industrial
usage of gas. We believe that the industrial volumes would drive the overall performance of the company in the long term

Valuation

GGL is currently trading at a FY21 forwarded EV/EBITDA of 14.8x. Given the state government’s strong thrust on the usage of natural gas in Gujarat and
NGT orders, we expect gas volume offtake to improve post lockdown. Further, the decline in debt and improvement in profitability should ease balance
sheet health.



Financial Summary

Lockdown impacted Q1 
business performance; 
management is 
expecting a sharp 
recovery in volumes and 
financials

Profitability to remain 
elevated in the coming 
years on subdued global 
gas prices

Management has given 
guidance for Rs.600-700 
cr of annual capex in 
FY21 & FY22, mainly in 
newly acquired GAs

Figures are in Rs Cr Q1FY21 Q1FY20 YoY (%) Q4FY20 QoQ (%) FY19 FY20 YoY (%)

Net Sales 1,083 2,615 -58.6 2,667 -59.4 7,754 10,300 32.8

Raw Material Cost 730 1,952 -62.6 2,026 -64.0 6,083 7,882 29.6

RM Cost to Sales (%) 67.4 74.7 76.0 78.4 76.5 -2.5 

Employee Cost 43 46 -8.3 41 5.0 160 175 9.6

Employee Cost to Sales (%) 3.9 1.8 1.5 2.1 1.7

Other Expenses 125 150 -16.5 173 -27.8 527 609 15.6

Other Exp to Sales (%) 11.5 5.7 6.5 6.8 5.9

EBITDA 186 466 -60.2 427 -56.5 985 1,634 66.0

EBITDA Margin (%) 17.2 17.8 -0.69 16.0 1.15 12.7 15.9

Depreciation 82 78 5.7 80 2.2 288 318 10.4

Interest 40 51 -21.3 42 -4.5 196 192 -2.0 

Interest Coverage 2.6 7.6 8.2 3.6 6.8

Other Income (incl Excep) 15 23 -33.8 19 -21.1 94 84 -10.5 

Other Income to Sales (%) 1.4 0.9 0.7 1.2 0.8

Profit Before Tax 78 360 -78.3 323 -75.8 594 1,208 103.3

Tax Rate (%) 25.1 35.1 22.2 29.8 0.8

Profit After Tax 59 234 -74.9 251 -76.7 417 1,199 187.5

PAT Margin (%) 5.4 8.9 -3.52 9.4 -4.0 5.4 11.6

Share of Assoc / Minority Int 0 0 (1) 1 (0)

Net Profit 59 234 -74.8 250 -76.4 418 1,199 186.5

Net Margin (%) 5.5 9.0 -3.50 9.4 5.4 11.6

Adjusted EPS 0.9 3.4 -74.8 3.6 -76.4 6.1 17.4 186.5

Shareholder's Funds 2,205 3,317 50.4

BV per share 32.0 48.2 50.4

Net Debt 1,776 1,140 -35.8 

Net Debt to Equity 0.8 0.3

Net Debt to EBITDA 1.8 0.7

RoE 19.0 36.1

RoIC 12.3 29.3

P/E 50.7 17.7

EV/EBITDA 23.4 13.7



Segmental Performance

Segmental Performance Q1FY19 Q2FY19 Q3FY19 Q4FY19 Q1FY20 Q2FY20 Q3FY20 Q4FY20 Q1FY21 FY16 FY17 FY18 FY19 FY20

Industrial Vol (mmscm) 410.0 425.0 412.0 384.0 644.0 648.9 654.0 700.0 260.0 1,428.0 1,343.0 1,577.0 1,631.0 2,646.9

Industrial Vol (mmscmd) 4.51 4.62 4.48 4.27 7.08 7.05 7.11 7.78 2.86 3.91 3.68 4.32 4.47 7.25

YoY Growth 4.3% 17.7% 2.5% -8.8% 57.1% 52.7% 58.7% 82.3% -59.6% -6.0% 17.4% 3.4% 62.3%

Share of Industrial gas in total vol 70.1% 69.3% 68.3% 65.6% 77.3% 77.2% 76.3% 77.3% 69.0% 70.5% 68.0% 69.4% 68.4% 77.0%

CNG Vol (mmscm) 128.0 129.0 131.0 133.0 135.0 133.2 139.0 134.0 62.0 401.5 429.0 471.0 521.0 541.2

CNG Vol (mmscmd) 1.41 1.40 1.42 1.48 1.48 1.45 1.51 1.49 0.68 1.10 1.18 1.29 1.43 1.48

YoY Growth 11.3% 12.2% 10.1% 9.0% 5.5% 3.3% 6.1% 0.8% -54.1% 6.8% 9.8% 10.6% 3.9%

Share of CNG in total vol 21.9% 21.0% 21.7% 22.7% 16.2% 15.8% 16.2% 14.8% 16.4% 19.8% 21.7% 20.7% 21.8% 15.8%

PNG Domestic Vol (mmscm) 38.0 48.0 50.0 57.0 45.0 48.6 53.0 60.0 52.0 164.3 169.0 185.0 193.0 206.6

PNG Domestic Vol (mmscmd) 0.42 0.52 0.54 0.63 0.49 0.53 0.58 0.65 0.57 0.45 0.46 0.51 0.53 0.57

YoY Growth -5.0% 14.3% 4.2% 3.6% 18.4% 1.3% 6.0% 3.0% 14.3% 2.9% 9.5% 4.3% 7.0%

Share of PNG Domestic in total vol 6.5% 7.8% 8.3% 9.7% 5.4% 5.8% 6.2% 6.6% 13.8% 8.1% 8.6% 8.1% 8.1% 6.0%

PNG Commercial Vol (mmscm) 9.0 11.0 10.0 11.0 9.0 9.9 11.0 11.0 3.0 32.0 35.0 38.0 41.0 40.9

PNG Commercial Vol (mmscmd) 0.10 0.12 0.11 0.12 0.10 0.11 0.12 0.12 0.03 0.09 0.10 0.10 0.11 0.11

YoY Growth 0.0% 22.2% 0.0% 10.0% 0.0% -10.0% 10.0% 0.0% -66.7% 9.4% 8.6% 7.9% -0.2%

Share of PNG Commercial in total vol 1.5% 1.8% 1.7% 1.9% 1.1% 1.2% 1.3% 1.2% 0.8% 1.6% 1.8% 1.7% 1.7% 1.2%

Total Gas Volume (mmscm) 585 613 603 585 833 841 857 905 377 2,026 1,976 2,271 2,386 3,436

Total Gas Volume (mmscmd) 6.43 6.66 6.55 6.50 9.15 9.14 9.32 10.06 4.14 5.55 5.41 6.22 6.54 9.41

YoY Growth 5.0% 16.3% 4.1% -3.8% 42.4% 37.1% 42.1% 54.7% 54.7% -2.5% 14.9% 5.1% 44.0%

Net Revenue (Rs Cr) 1,765 1,964 2,117 1,908 2,615 2,513 2,506 2,667 1,083 6,106 5,093 6,174 7,754 10,300

Net Revenue (per mmscm) 30.2 32.0 35.1 32.6 31.4 29.9 29.2 29.5 28.7 30.1 25.8 27.2 32.5 30.0

EBITDA (Rs Cr) 249 161 321 254 466 371 371 427 186 730 752 905 996 1,634

EBITDA (per mmscm) 4.2 2.6 5.3 4.3 5.6 4.4 4.3 4.7 4.9 3.6 3.8 4.0 4.2 4.8



1 year forwarded valuation band charts
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1 year forwarded EV/EBITDA band chart

EV per sh 9.37x 11.47x 13.57x 15.67x 17.77x
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