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May 11, 2020 

CMP: | 107    Target: | 130 (21%)     Target Period:  12  months  

Adani Gas (ADAGAS) 

 BUY 

 

Stable performance... 

Adani Gas (AGL) reported a good set of Q4FY20 numbers on the profitability 

front. Operating revenues declined marginally 0.8% YoY to | 490.3 crore on 

account of the lockdown in the last week of March. Sales volume came in at 

1.6 mmscmd, up 2.8% YoY. EBITDA for the quarter increased 20.3% YoY to 

| 168 crore due to better gross margins. Gross margins were at | 16.6/scm, 

up | 3.6/scm YoY. EBITDA/scm was at | 11.6/scm, | 1.7/scm higher YoY. 

Hence, PAT was 61.2% up YoY at | 122.1 crore, boosted by lower tax rate. 

Lower volume growth on account of lockdown 

AGL reported lower sales volume growth of 2.8% YoY for Q4FY20. The 

nationwide lockdown in the last week of March resulted in a decline of 2% 

YoY in CNG sales to 0.8 mmscmd, which led to weaker volume growth. 

However, PNG sales increased 8% YoY to 0.8 mmscmd. AGL added 12000 

domestic PNG connections and 198 industrial/commercial customers in 

Q4FY20, which led to PNG sales growth. Both industrial and domestic PNG 

segment reported strong sales growth while commercial PNG sales 

remained flattish YoY. The lockdown will lead to subdued Q1FY21E volumes 

as CNG and industrial & commercial PNG segment are likely to be affected. 

Going forward, we estimate sales volume at 1.7 mmscmd and 2.1 mmscmd 

in FY21E and FY22E, respectively. 

Force majeure invoked due to Covid-19 led lockdown 

AGL has invoked Force majeure towards compliance of minimum work 

programme (MWP) obligations as construction work for development of 

CGD in new geographical areas (GAs) has come to a halt. The management 

said an extension period for completion of MWP will be decided post 

discussion with PNGRB. However, the company has maintained capex 

guidance of | 6000 crore over the next five to six years. AGL has also invoked 

Force Majeure for its gas supply and transmission contracts towards 

minimum offtake or shipping of gas as demand from CNG vehicles and 

industrial/commercial clients has reduced. 

Valuation & Outlook 

AGL has aggressively added 33 CNG stations in FY20 taking it to 115, which 

will benefit the company once normalcy is restored. The continued strong 

capex in existing, new GAs along with favourable regulatory scenario is 

expected to lead to stable sales volume growth. With reduction in domestic 

gas & global LNG prices, the company has passed on some of cost benefits 

to customers, which gives AGL healthy margins and also competitive 

advantage against other fuels. Hence, we expect AGL to report sustainable 

EBITDA margins | 10.6/scm vs. | 8-9/scm earlier. Its plan to develop 

integrated CGD model along with auto fuel retailing will also lead to creation 

of long term shareholder value. We have a positive outlook on the stock 

from a long term perspective as AGL is well poised to benefit from India’s 

growing CGD sector. We maintain BUY with a target price of | 130. 

 

 

 

 

 

 

 

 

 

 

 

 

Key Financial Summary 

 

s

(Ye ar -e n d  March ) FY18 FY19 FY20 FY21E FY22E C AG R (FY20-22E)

Revenues  (₹ crore) 1,457.7         1,823.5         1,990.9         1,922.4         2,256.7         6.5                                       

EBITDA  (₹ crore) 365.3            454.6            594.8            687.9            807.8            16.5                                     

Net Prof it (₹ crore) 164.6            228.7            436.2            409.5            414.1            (2.6)                                      

EPS (₹) 1.5                2.1                4.0                3.7                3.8                

P/E (x) 71.5              51.5              27.0              28.7              28.4              

Price / Book (x) 13.4              10.6              7.8                6.3                5.4                

EV /EBITDA  (x) 36.5              27.0              21.2              19.6              17.4              

RoCE (% ) 18.7              20.6              28.9              21.8              19.1              

RoE (% ) 12.4              21.8              21.5              14.8              12.8              
 

Source: Company, ICICI Direct Research 

 

 

Particulars 
 

Par ticu lar Am o u n t

Market Capita liz ation (₹ Crore)11,767.9    

Tota l Debt (FY 20) (₹ Crore) 1,017.2      

Cash and Inves tments  (FY 20)  (₹ Crore)162.8         

EV  (₹ Crore) 12,622.3    

52 w eek H/L 194/76

Equity capita l (₹ Crore) 110.0         

Face va lue (₹) 1.0             
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Story in charts  

Exhibit 1: Volume trajectory 

 

Source: Company, ICICI Direct Research 

 

Exhibit 2: EBITDA/scm trend 

 

Source: Company, ICICI Direct Research 

 

Exhibit 3: Valuation 

Par icu lars

WA CC 10.5%

Present V a lue of  Cash Flow s  till FY 27E (₹ Crore) 755.7

Terminal G row th Rate 4%

Terminal V a lue(₹ Crore) 21408.9

Present V a lue of  Terminal Cash Flow s  (₹ Crore) 10642.9

Tota l Present V a lue of  the Firm (₹ Crore) 11398.5

Less : Net Debt (FY 20) (₹ Crore) 854.4

Tota l Present V a lue of  Equity (₹ Crore) 10544.1

Number of  O uts tanding shares  (In Crore) 110.0

DC F - Stan d alo n e  (₹ p e r  s h are ) 96

V alue of  JV  (₹ crore) 3713.8

Number of  O uts tanding shares  (In Crore) 110.0

V alu e  o f JV  (₹ p e r  s h are ) 34

DC F - T arg e t Pr ice  (₹ p e r  s h are ) 130
 

Source: Company, ICICI Direct Research 
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Financial summary 

Exhibit 4: Profit and loss statement                              | crore 

(Ye ar -e n d  March ) FY19 FY20 FY21E FY22E

Re ve n u e 1823.5 1990.9 1922.4 2256.7

G row th (% ) 0.3 0.1 0.0 0.2

Raw  materia l Cos ts 1092.7 1060.0 928.9 1087.9

Employee Cos ts 42.0 47.5 46.1 56.4

O ther Expenditure 129.7 172.4 144.2 169.3

O p. Expenditure 1368.9 1396.1 1234.6 1449.0

EBIT DA 454.6 594.8 687.9 807.8

G row th (% ) 24.5 30.8 15.7 17.4

Depreciation 67.3 50.7 111.0 158.7

EBIT 387.3 544.1 576.8 649.0

Interes t 89.9 41.1 71.4 147.4

O ther Income 86.7 44.4 42.0 52.0

PBT 356.5 547.4 547.5 553.6

G row th (% ) 37.7 53.5 0.0 1.1

Tax 127.8 111.2 138.0 139.5

Re p o r te d  PAT  228.7 436.2 409.5 414.1

G row th (% ) 39.0 90.7 -6.1 1.1

A djus tments 0.0 0.0 0.0 0.0

A dj. Net Prof it 228.7 436.2 409.5 414.1

EPS 2.1 4.0 3.7 3.8
 

Source: Company, ICICI Direct Research 

 

Exhibit 5: Cash flow statement                                     | crore 

(Ye ar -e n d  March ) FY19 FY20 FY21E FY22E

Prof it a f ter Tax 228.7 436.2 409.5 414.1

A dd: Depreciation 67.3 50.7 111.0 158.7

A dd: O thers 2.4 20.0 30.0 0.0

Cash Prof it 298.5 506.9 550.5 572.9

Increase/(Decrease) in CL -79.4 22.2 -5.1 37.1

(Increase)/Decrease in CA 1,061.2 -15.1 7.3 -94.7

C F fro m  O p e ratin g  Activitie s  1280.3 514.0 552.8 515.2

Purchase of  F ixed A ssets 242.6 472.3 992.0 796.0

(Inc)/Dec in Inves tments 3.8 -350.0 -350.0 -200.0

O thers 0.0 0.0 0.0 0.0

C F fro m  In ve s tin g  Activitie s  -238.9 -822.3 -1,342.0 -996.0

Inc/(Dec) in L oan Funds -910.0 350.0 1,000.0 900.0

Inc/(Dec) in Sh. Cap. & Res . 35.2 0.0 0.0 0.0

L ess : Div idend Pa id 31.3 38.8 38.8 128.9

O thers 0.0 0.0 0.0 0.0

C F fro m  fin an cin g  activitie s  -906.2 311.2 961.2 771.1

Change in cash Eq. 135.3 3.0 172.0 290.4

O p. Cash and cash Eq. 24.5 159.8 162.8 334.8

C l. C as h  an d  cas h  Eq . 159.8 162.8 334.8 625.2
 

Source: Company, ICICI Direct Research;*calculated 

 

Exhibit 6: Balance sheet                                                | crore 

(Ye ar -e n d  March ) FY19 FY20 FY21E FY22E

So u rce  o f Fu n d s

Equity Capita l 110.0 110.0 110.0 110.0

Preference capita l 0.0 0.0 0.0 0.0

Reserves  & Surplus 1,001.5 1,399.0 1,769.7 2,055.0

Shareholder's  Fund 1,111.5 1,508.9 1,879.7 2,164.9

L oan Funds 667.2 1,017.2 2,017.2 2,917.2

Deferred Tax L iability 102.0 122.0 152.0 152.0

Minority  Interes t 0.0 0.0 0.0 0.0

So u rce  o f Fu n d s 1880.7 2648.1 4048.8 5234.1

Ap p licatio n  o f Fu n d s

G ross  Block 1,214.1 1,564.1 2,514.1 3,272.1

L ess : A cc. Depreciation 230.8 310.8 429.8 600.6

Net Block 983.4 1,253.3 2,084.3 2,671.5

Capita l WIP 190.5 342.1 392.1 442.1

Tota l F ixed A ssets 1,173.8 1,595.4 2,476.3 3,113.6

Inves tments 185.5 535.5 885.5 1,085.5

Inventories 44.0 57.3 55.3 64.9

Debtor 82.8 92.7 89.5 105.1

Cash 159.8 162.8 334.8 625.2

L oan & A dvance, O ther CA 411.8 403.6 401.4 471.0

Tota l Current assets 698.3 716.4 881.1 1266.2

Current L iabilities 170.3 190.9 184.3 216.4

Prov is ions 6.7 8.2 9.7 14.8

Tota l CL  and Prov is ions 177.0 199.2 194.1 231.2

Net Working Capita l 521.3 517.3 687.0 1035.0

Miscellaneous  expense 0.0 0.0 0.0 0.0

Ap p licatio n  o f Fu n d s 1880.7 2648.1 4048.8 5234.1
 

Source: Company, ICICI Direct Research 

 

Exhibit 7: Key ratios                                                      | crore 

(Ye ar -e n d  March ) FY19 FY20 FY21E FY22E

Pe r  s h are  d ata (|)

Book V a lue 10.1 13.7 17.1 19.7

Cash per share 1.5 1.5 3.0 5.7

EPS 2.1 4.0 3.7 3.8

Cash EPS 2.7 4.4 4.7 5.2

DPS 0.3 0.3 0.3 1.0

Pro fitab ility  &  O p e ratin g  Ratio s

EBITDA  Margin (% ) 24.9 29.9 35.8 35.8

PA T Margin (% ) 12.5 21.9 21.3 18.4

Fixed A sset Turnover (x) 1.6 1.2 0.8 0.7

Inventory Turnover (Days ) 8.8 10.5 10.5 10.5

Debtor (Days ) 16.6 17.0 17.0 17.0

Current L iabilities  (Days ) 34.1 35.0 35.0 35.0

Re tu rn  Ratio s  (%)

RoE 20.6 28.9 21.8 19.1

RoCE 21.8 21.5 14.8 12.8

RoIC 23.9 23.0 16.2 14.6

V alu atio n  Ratio s  (x)

PE 51.5 27.0 28.7 28.4

Price to Book V a lue 10.6 7.8 6.3 5.4

EV /EBITDA 27.0 21.2 19.6 17.4

EV /Sa les 6.7 6.3 7.0 6.2

L e ve rag e  &  So lve n cy Ratio s

Debt to equity (x) 0.6 0.7 1.1 1.3

Interes t Coverage (x) 4.3 13.3 8.1 4.4

Debt to EBITDA  (x) 1.5 1.7 2.9 3.6

Current Ratio 3.9 3.6 4.5 5.5

Q uick ratio 3.7 3.3 4.3 5.2
 

Source: Company, ICICI Direct Research 
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RATING RATIONALE 

ICICI Direct endeavors to provide objective opinions and recommendations. ICICI Direct assigns ratings to its 

stocks according to their notional target price vs. current market price and then categorizes them as Buy, Hold, 

Reduce and Sell. The performance horizon is two years unless specified and the notional target price is defined 

as the analysts' valuation for a stock 

Buy: >15%  

Hold: -5% to 15%; 

Reduce: -15% to -5%; 

Sell: <-15% 

 

 

Pankaj Pandey Head – Research pankaj.pandey@icicisecurities.com 

 
 

ICICI Direct Research Desk, 

ICICI Securities Limited, 

1st Floor, Akruti Trade Centre, 

Road No 7, MIDC, 

Andheri (East) 

Mumbai – 400 093 

 

 
research@icicidirect.com 
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