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Lower opex, higher marketing drive earnings beat

Oil & Gas » Result Update » November 7, 2023 TARGET PRICE (Rs): 305
HPCL’s Q2FY24 SA EBITDA/PAT stood at Rs85.8/51.2bn, a sizable 27 /63% beat Target Price - 12M Sep-24
to our estimate, led by marketing inventory gains of Rs12bn, at 14% higher Change in TP (%) 13.1
than expected implied marketing margins and 27% lower than estimated Other Current Reco. HOLD
Expenses. Marketing outperformance was similar to peers’, while reported GRM Previous Reco. HOLD
was lower at USD13.3/bbl in Q2 vs. our estimate of USD17.0/bbl. Gross/net Upside/(Downside) (%) 9.6
debt was flat QoQ, at Rs518/460bn. HPCL operated Vizag refinery at 11mmtpa CMP (07-Nov-23) (Rs) 278.7
capacity in Q2, with 13.5/15mmtpa expected from Q3/early-2024. Mgmt.
guided to annual capex runrate of Rs140-150bn for coming 5yrs; while phase- Stock Data Ticker
wise Barmer refinery commissioning is anticipated in CY24. OMCs have clocked
a strong H1 & are in a sweet spot, notwithstanding some macro risks. We raise 52-week High (Rs) 310
FY24/25E EPS by 41%/21%, based on prevailing trends. We retain HOLD on 52-week Low (Rs) 204
the stock, and revise Sep-24E TP upwards (roll-over) by 13% to Rs305/sh. Shares outstanding (mn) 1,418.5
Market-cap (Rs bn) 395
HPCL: Financial Snapshot (Standalone) Market-cap (USD mn) 4,747
Y/E Mar (Rs mn) FY22 FY23 FY24E FY25E FY26E Net-debt, FY24E (Rs mn) 6,05,972
Revenue 34,96,829 43,47,860 42,16,074 37,63,869 38,77,112 ADTV-3M (mn shares) 4
EBITDA 1,01,759 (1,13,306) 2,02,654 1,61,191  1,68,042 ADTV-3M (Rs mn) 1,030.7
Adj. PAT 59,162 (1,32,046) 1,01,655 61,595 61,518 ADTV-3M (USD mn) 12.4
Adj. EPS (Rs) 41.7 (93.1) 71.6 43.4 43.4 Free float (%) 45.0
EBITDA margin (%) 2.9 (2.6) 4.8 4.3 4.3 Nifty-50 19,407
EBITDA growth (%) (36.1) (211.3) 0.0 (20.5) 4.2 INR/USD 83.3
Adj. EPS growth (%) (38.7) (240.6) 0.0 (43.5) (0.1) Shareholding, Sep-23
ROE (%) 15.8 (39.8) 32.5 16.7 15.1 Promoters (%) 54.9
RoIC (%) 9.4 (33.7) 15.8 9.2 8.6 FPIs/MFs (%) 13.3/22.6
P/E (x) 6.7 (3.0) 3.9 6.4 6.4
EV/EBITDA (x) 7.9 (9.0) 4.9 6.2 5.8
P/B (x) 1.0 1.4 1.1 1.0 0.9 Price Performance
FCFF yield (%) 6.4 (12.0) 6.8 4.4 6.6 (%) 1M 3M 12M
Source: Company, Emkay Research Absolute 8.1 4.1 32.8
Rel. to Nifty 9.5 5.1 24.5
Result Highlights
HPCL’s refining volume was up 6% QoQ at 5.8mmt, with a healthy 111% utilization at 1-Year share price trend (Rs)
the 11mmtpa Vizag capacity. Core GRM stood at USD10.7/bbl (vs Emkay: USD12.0/bbl). 325 1 Re % 40

Blended marketing margin was ~Rs6.3/kg vs. ~Rs10.5/4.9 per kg in Q1FY24/Q4FY23.
Domestic marketing sales grew 2% YoY vs. industry growth of 5%, while overall sales
growth was 3%, on higher exports. Petrol/diesel sales volume growth was 3%/flat YoY
for HPCL vs. 6/4% for the industry. Pipeline volumes were up 11% YoY; Other
Expenditure was down 12% YoY/22% QoQ to Rs35.6bn. Depreciation fell 9% QoQ to
Rs12.4bn, while interest fell 1% to Rs5.8bn. Other Income was up 23% YoY at Rs3.4bn.
Share of assoc./1V profits was flat QoQ at Rs7.0bn. H1 capex was Rs72.0bn.

Management KTAs

Vizag to operate at over 15mmtpa capacity post commissioning of resid upgradation
(mechanical completion by Jan/Feb-24) and GRM could be up by ~USD3-4/bbl on the
entire volume. Full Vizag expansion will improve distillate yield to 85-86%, from ~75%
now, mainly led by HSD rising to 60% from 48-50%. Almost 72% of the physical works
are complete at Barmer. Total Barmar project cost is Rs730bn, of which Rs370bn is
already spent, while mechanical completion is expected by Mar-24, followed by petchem
integration. HPCL's peak net debt is expected at Rs500bn vs. Rs460bn as of end Sep-23.
HPCL's refinery yield at FY25-end is expected at 18%/50-55%/rest split between
MS/HSD/other products. Regulatory approvals are awaited for the lubes unit, besides the
evaluation of its listing/IPO/strategic partnership. Fundraise plans await clarity from Gol.

Valuation and Outlook

We value HPCL on SOTP-EV/EBITDA methodology, with investments at a 30% holdco
discount. We rollover to Sep-25E, but realign our blended target EV/EBITDA to 5.5x,
from 5.8x earlier. We maintain HOLD on the stock, with TP of Rs305/share. Outlook on
OMCs seems relatively constructive. Key risks: Adverse commodity prices & downstream
margins; currency movement; government policies; project issues.

Emkay Research is also available on www.emkayglobal.com and Bloomberg EMKAY <GO>Please refer to the last page of the report on Restrictions

on Distribution. In Singapore, this research report or research analyses may only be distributed to Institutional Investors, Expert Investors or
Accredited Investors as defined in the Securities and Futures Act, Chapter 289 of Singapore.
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Exhibit 1: Actuals vs. Estimates (Q2FY24)

(rs bm) acwal| Estimates| eotimates| VEROD o
(Bloomberg) Emkay Consensus
Total Revenue 957.0 1,128.2 1,188.6 -15% -19%
Adjusted EBITDA 85.8 67.3 56.5 27% 52% |Higher marketing income and lower opex
EBITDA margin 9.0% 6.0% 4.8% 300bps 122bps |Lower D/A & interest
Adjusted Net Profit 51.2 31.5 32.2 63% 59%
Source: Company, Emkay Research
Exhibit 2: Quarterly Summary
Rs mn Q2FY23 Q3FY23 Q4FY23 Q1FY24 Q2FY24 YoY QoQ H1FY23  H1FY24 YoY
Revenue 10,28,003 10,96,032 10,79,278 11,09,709 9,57,011 -7% -14% 21,72,550 20,66,720 -5%
COGS 10,45,509 10,311,258 9,79,939 9,68,798 8,27,314 -21% -15% 22,58,991 17,96,112 -20%
Gross Profit (17,507) 64,774 99,339 1,40,910 1,29,697 -8% (86,441) 2,70,607
Opex 47,611 44,027 52,783 54,260 43,892 -8% -19% 94,168 98,152 4%
Total Expenditure 10,93,120 10,75,284 10,32,722 10,23,058 8,71,206 -20% -15% 23,53,159 18,94,265 -20%
EBITDA (65,118) 20,748 46,556 86,651 85,805 -1% (1,80,609) 1,72,455
Depreciation 10,809 11,105 10,442 13,637 12,395 15% -9% 21,754 26,032 20%
Interest 5,950 6,817 5,226 5,881 5795 -3% -1% 9,276 11,676 26%
Other Income 2,805 2,889 11,600 4,962 3,445 23% -31% 6,202 8,407 36%
Exceptional Items 56,170 - - 9,897 - 56,170 9,897
Forex Gain/(Losses) (6,031) (4,031) 1,430 1,315 (3,635) (15,485) (2,321)
PBT (28,932) 1,684 43,918 83,306 67,424 -19% (1,64,752) 1,50,730
Tax (7,211) (40) 11,692 21,267 16,242 -24% (41,061) 37,510
PAT (21,721) 1,724 32,226 62,039 51,182 -18% (1,23,691) 1,13,221
Adjusted PAT (63,656) 1,724 32,226 54,668 51,182 -6% (1,65,626) 1,05,850
Adjusted EPS (Rs) (45) 1 23 39 36 -6% (117) 75
Tax Rate 25% -2% 27% 26% 24% 25% 25%
Core EBITDA* (38,118) 32,748 45,566 98,901 64,805 -34% (1,45,709) 1,63,705
Core PAT* (38,949) 13,251 31,041 63,090 37,444 -41% (1,27,562)  1,00,534
Core EPS (Rs)* (27.5) 9.3 21.9 44.5 26.4 -41% (89.9) 70.9
Refining Volumes (mmt) 4.5 4.8 5.0 5.4 5.8 28% 6% 9.3 11.2 20%
Reported GRM (USD/bbl) 8.4 9.1 14.0 7.4 13.3 59% 79% 12.7 10.5 -17%
Core GRM (USD/bbl)* 13.4 11.1 13.7 7.8 10.7 -20% 37% 14.1 9.3 -34%
Adjusted Refining EBITDA* 12,846 17,220 32,197 14,389 35,842 179% 149% 49,171 50,230 2%
Marketing Volumes (mmt) 10.4 11.3 11.1 11.9 10.7 3% -9% 21.1 22.6 7%
Diesel 4.3 5.1 4.9 5.5 4.4 0% -20% 9.3 9.8 6%
Petrol 2.2 2.2 2.2 2.3 2.2 3% -5% 4.3 4.6 6%
Marketing Margin (Rs/mt)* -2,740 3,681 4,884 10,482 6,335 -40% -6,278 8,510
Adjusted Marketing EBITDA* -80,623 681 11,330 69,035 46,895 -32%  -2,35,168 1,15,930
Marketing Inventory Gain/(Losses)* -14,000 -6,300 -10 -11,000 12,000 -27,300 1,000
Pipeline Volumes (mmt) 5.5 5.8 6.1 6.5 6.1 11% -6% 11.3 12.6 12%
Implied Pipeline EBITDA* 2,660 2,847 3,028 3,227 3,068 15% -5% 5,388 6,295 17%
Gross Debt 6,85,460 6,42,450 6,45,170 5,16,980 5,17,585 -24% 0% 6,85,460 5,17,585 -24%
Implied Net Debt 6,31,669 5,86,527 5,87,114 4,59,407 4,60,495 -27% 0% 6,31,669 4,60,495 -27%

Net Under-recovery - . - - - _ _

Source: Company, Emkay Research; Note: * is estimated as marketing inventory figure and segmental EBITDA is not given; *Net debt includes only oil
bonds and cash but no major STI is there for HPCL

Emkay Research is also available on www.emkayglobal.com and Bloomberg EMKAY<GO>.Please refer to the last page of the report on Restrictions on Distribution. In Singapore, this research report or research
analyses may only be distributed to Institutional Investors, Expert Investors or Accredited Investors as defined in the Securities and Futures Act, Chapter 289 of Singapore.
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Concall Key Takeaways

Refinery & Vizag Expansion

B The Vizag refinery operated at llmmtpa capacity (CDU-4 with 9mmtpa capacity
commissioned in March 2023) in Q2FY24 and clocked utilization of 116.7%. Mumbai refinery
utilization was 105.7%.

B The Vizag refinery will operate at 13.5-13.7mmtpa nameplate capacity hereon (Q3FY24), as
HPCL has commissioned a new HGU, SRU and a 3.05mmtpa FCHCU (expected to improve
distillate yield by 5%). The Vizag resid upgradation project of 3.55mmtpa is under
construction.

m Vizag will operate at over 15mmtpa capacity, after commissioning of the resid/bottoms
upgradation project. The GRM increase from this would be USD3-4/bbl on the entire volume.
Mechanical completion of the Vizag expansion is expected by Jan-Feb 2024.

B Full Vizag expansion will also improve distillate yield to 85-86%, from current levels of
~75%. This increase would mainly be on account of HSD rising to 60% from 48-50% now,
while MS/LPG/naphtha will maintain current levels of 18%/5%/5%, and FO will be near zero.
Pitch of ~2-3% would be produced for use in VAP, bitumen, cement and other industrial
applications.

B Post the Vizag expansion, the refinery unit will have the highest diesel yield in the country
and rank among the top-5 refineries in the world. HPCL does not expect any material change
in crude sourcing post the Vizag expansion, which though will be able to process more heavy
crude. HPCL has also signed a term contract with ONGC to supply crude for 3 years.

m HPCL's overall refinery opex is USD3-4/bbl in Q2, while it is expected to trend on similar
lines post the Vizag expansion. In Q2, HPCL's refinery profit was USD3-4/bbl.

B HMEL’'s H1FY24 net profit stood at Rs17bn on 6.5mmt throughput and GRM of USD18/bbl
(excl. petchem). Currently, petchem is operating at 70% utilization. Petchem profit will be
reported as a separate segment. HPCL is sourcing natural gas for HMEL through the
Mehsana-Bhatinda pipeline.

Barmer Project update & Slate details

B Almost 72% of the physical works are complete at Barmer (HRRL) and HPCL expects phase-
wise commissioning in CY24. Barmar’s GRMs are expected at ~USD20/bbl, and annualized
EBITDA run-rate at ~Rs80bn can, including for the petchem business.

B The total project cost of Barmer is Rs730bn, of which Rs370bn capex is already done.
Mechanical completion of refinery would be by Mar-24, which will then be followed by
petchem integration.

B Total debt component of the project is Rs486bn, with the balance through equity. HPCL’s
equity contribution in Barmer is Rs180bn, of which Rs95bn has already been invested.

B Current debt of Barmer is Rs260bn in the books of HPCL Rajasthan Refinery (HRRL), but is
not being reflected in the consolidated balance sheet, despite HPCL's 74% stake due to
accounting norms on control clauses of the JV agreement. HPCL, along with the state
government of Rajasthan, has provided sponsor support undertaking to Barmer debt.

® Currently, HPCL procures 43%/24%/34% MS from own refineries/HMEL/third-party, while
HSD procurement is 47%/31%/21%. Post the Vizag expansion to 15mmtpa, HSD
procurement would change to 61%/16%/23%, though post the Barmer commissioning, the
entire HSD needs would be sourced from own refineries/HMEL/Barmer. However, MS
requirement post the Barmer commissioning would be 49%/10%/29%/balance from own
refineries/HMEL/Barmer/third-party.

B HPCL expects Barmer to reach 80% utilization post one year of commissioning. Barmer will
have 26% petchem intensity—the highest in India.

m HPCL's refinery products yield at FY25-end is expected at 18%/50-55%/rest split between
MS/HSD/other products.

Emkay Research is also available on www.emkayglobal.com and Bloomberg EMKAY<GO>.Please refer to the last page of the report on Restrictions on Distribution. In Singapore, this research report or research
analyses may only be distributed to Institutional Investors, Expert Investors or Accredited Investors as defined in the Securities and Futures Act, Chapter 289 of Singapore.
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Capex & Debt Outlook

m HPCL plans to invest Rs750bn towards capex in the next 5 years, of which 25-30% is towards
renewables and the gas business, 20% in the refining business, and the remaining 50%
towards downstream marketing, pipelines, etc.

B Most capex towards the Vizag expansion is already done, and Barmer is the only major
project left, with all orders already in place.

B Annual capex run-rate is expected at Rs140-150bn for the next 5 years, with focus on
renewables (mainly solar), gas, biofuels, crude to chemicals, VAP in refineries (bitumen,
asphalt), etc.

B HPCL does not plan raising more debt and would utilise internal accruals for capex, while
peak net debt is expected at Rs500bn vs. Rs460bn as of Sep-23 end (near peak debt).

Others highlights

B HPCL's crude/marketing-product inventory stood at 23/30 days as of end Sep-23, while
marketing/refining inventory gains in Q2 were Rs12/9bn. MS/HSD volume growth was 5-
6/2% YoY in H1.

m HPCL's F&L fell in H1, while it gained market share among PSU OMCs, as ROs crossed the
22,000 mark, catering to 93mn LPG customers.

B HPCL also completed two major pipeline projects, from Mangalore to Hyderabad (connecting
to the import terminal at Mangalore) and Vijaywada to Dharmapuri in TN (for product
evacuation from Vizag expansion). Both pipelines are operating optimally and will improve
market position and lower cost.

B Company has started marketing petchem under its own brand, while Barmer commissioning
will help to increase petchem exposure.

B HPCL has commissioned the 5mmtpa Chhara LNG terminal (which would mainly operate on
the tolling model) and received good response for tolling arrangements; details will be
shared later. HPCL plans to book some capacity for itself and will be sourcing and marketing
this gas.

B Company also operates in the CGD business through 23 GAs and has sold 0.4mmtpa of CNG
currently, with plans for immtpa of CNG sales in the next 2-3 years. It also markets IPNG.

B Ethanol blending has touched the 12% mark (being the leader) with related marketing infra
development as well. HPCL is also in the advanced stages of commissioning its first CBG
plant in UP.

B Further, HPCL is in the advanced stages for forming a WOS to house the green businesses,
while regulatory approvals are awaited for setting up a new company for the lubes business
(targeted to be finalized by year-end). HPCL currently markets 500tmtpa of lubes, while it
is evaluating listing/IPO/strategic partnership for the lubes unit. This lubes unit aims to be
an independent unit, free from all influence. HPCL has also tied up with Caltex and opened
a subsidiary in Dubai for overseas lubes sales.

B Company is engaging with multiple service providers in the EV value chain, and has ~2,500
charging stations currently along with tie-ups with Gogoro, Honda, etc. It is too soon to give
economics now, but the ecosystem is being developed before committing more deeply.

B It is awaiting clarity from the Gol on the preference/rights issue, which was targeted to be
concluded by FY24-end. HPCL intends to be shareholder-friendly and dividend will be stable
going ahead.

B The Pipeline open-access order or directive has not yet been finalized. Will use solar power
for running facilities.

analyses may only be distributed to Institutional Investors, Expert Investors or Accredited Investors as defined in the Securities and Futures Act, Chapter 289 of Singapore.
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Exhibit 3: Change in assumptions

FY24E FY25E FY26E
Previous Revised Variance Previous Revised Variance Introduced
GRM (USD/bbl) 8.0 9.5 19% 8.5 8.5 0% 8.6
Marketing Margin (Rs/mt) 5,201 5,220 0% 4,814 4,795 0% 4,890
Growth -519.2% -519.1% NM -7.4% -8.2% NM 2.0%
Marketing Sales (mmt) 45 46 2% 46 47 2% 49
Growth 3.2% 5.5% 227bps 3.2% 3.0% -20bps 3.0%
Source: Company, Emkay Research
Exhibit 4: Change in estimates
FY24E FY25E FY26E
(Rs bn)
Previous Revised Variance Previous Revised Variance Introduced
Revenue 4,483 4,216 -6% 4,050 3,764 -7% 3,877
EBITDA 167 203 22% 156 161 4% 168
EBITDA Margin 3.7% 4.8% 109bps 3.8% 4.3% 44bps 4.3%
PAT 72 102 41% 51 62 21% 62
EPS (Rs) 50.7 71.6 41% 35.7 43.4 21% 43.4
Source: Company, Emkay Research
Exhibit 5: SOTP-based valuation
- Sep-25E - EV/sh
(Rs mn) Basis EBITDA Multiple (x) EV (Rs bn) (Rs) Comments
Refining Standalone EV/EBITDA 89 5.5 491 346
Pipelines Standalone EV/EBITDA 14 5.5 78 55
Petrochemicals Standalone EV/EBITDA - - -
Marketing Standalone EV/EBITDA 61 5.5 336 237
Core Business EV 165 5.5 905 638 Blended multiple at 5.5x
Less: Adj. Net Debt (Sep'24 End) 573 404
Core Business Valuation 332 234
Value of HMEL Stake P/E 70 49
Value of Listed Investments TP/CMP 32 22 At 30% HoldCo Discount
Target Price-Fair Value 305
Source: Company, Emkay Research
Exhibit 6: Schedule and Value of Listed Investments
- Equity Pro-rata Contr. to
Listed Type valuation  (Reemy VMRS GO vawe ol sote ot iRe)
bn) (Rs bn) (Rs bn)
MRPL Financial CMP*1.12x 122 215 17.0% 36 30% 25 17.9
Oil India Financial TP (Emkay) 330 358 2.5% 9 30% 6 4.4
Total Listed 45 32 22
Source: Company, Emkay Research; *1.12x is taken as 1 year forward over CMP
Exhibit 7: Value of HMEL-stake
Sep-25E n .
Components Basis PAT Multiple Equity HPCL Pro-rata Hok_ico Contr. To Per-Share
(x) value stake value Disc. SOTP value (Rs)
(Rs bn)
HPCL Mittal Energy (HMEL) P/E 25 8.0 200 50% 100 30% 70 49

Source: Company, Emkay Research

Emkay Research is also available on www.emkayglobal.com and Bloomberg EMKAY<GO>.Please refer to the last page of the report on Restrictions on Distribution. In Singapore, this research report or research
analyses may only be distributed to Institutional Investors, Expert Investors or Accredited Investors as defined in the Securities and Futures Act, Chapter 289 of Singapore.
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HPCL: Standalone Financials and Valuations

Profit & Loss

Balance Sheet

Y/E Mar (Rs mn) FY22 FY23 FY24E FY25E FY26E Y/E Mar (Rs mn) FY22 FY23 FY24E FY25E FY26E
Revenue 34,96,829 43,47,860 42,16,074 37,63,869 38,77,112 Share capital 14,189 14,189 14,189 14,189 14,189
Revenue growth (%) 50.1 24.3 (3.0) (10.7) 3.0 Reserves & Surplus 3,72,581  2,62,945 3,33,833  3,73,869 4,13,856
EBITDA 1,01,759 (1,13,306) 2,02,654 1,61,191 1,68,042 Net worth 3,86,770 2,77,134 3,48,022 3,88,059 4,28,046
EBITDA growth (%) (36.1) (211.3) 0.0 (20.5) 4.2 Minority interests 0 0 0 0 0
Depreciation & Amortization 39,691 43,300 53,412 64,162 70,648 Deferred tax liability (net) 59,783 30,110 44,584 51,821 55,439
EBIT 62,067 (1,56,605) 1,49,241 97,029 97,394 Total debt 4,65,906 6,80,051 6,60,051 6,60,051 6,36,051
EBIT growth (%) (49.8) (352.3) 0.0 (35.0) 0.4
Other operating income 0 0 0 0 0 Net tangible fixed assets 5,20,442 6,24,492 8,27,896 9,28,461 9,47,448
Other income 22,743 20,691 21,565 23,195 25,454 Net intangible assets 8,223 8,223 8,223 8,223 8,223
Financial expense 9,727 21,319 32,404 37,879 40,604 Net ROU assets 42,671 42,671 42,671 42,671 42,671
PBT 75,083 (1,57,232) 1,38,402 82,346 82,244 Capital WIP 2,67,660 2,28,028 91,211 36,484 36,849
Extraordinary items 5,996 56,170 9,897 0 0 Goodwill 0 0 0 0 0
Taxes 18,211 (29,409) 36,741 20,751 20,725 Investments [JV/Associates] 1,25,722 1,60,418 1,62,022 1,63,643 1,65,279
Minority interest 0 0 0 0 0 Cash & equivalents 55,025 57,075 54,079 59,829 61,468
Income from JV/Associates 0 0 0 0 0 Current assets (ex-cash) 4,81,868 4,23,943 4,112,890 3,73,884 3,84,219
Reported PAT 63,826 (89,740) 1,09,058 61,595 61,518 Current Liab. & Prov. 5,89,152 5,57,555 5,46,336  5,13,264  5,26,622
PAT growth (%) (40.1) (240.6) 0.0 (43.5) (0.1) NWC (ex-cash) (1,07,284) (1,33,612) (1,33,446) (1,39,381) (1,42,403)
Adjusted PAT 59,162 (1,32,046) 1,01,655 61,595 61,518
Diluted EPS (Rs) 41.7 (93.1) 71.6 43.4 43.4 Net debt 4,10,881 6,22,976 6,05972 6,00,222 5,74,583
Diluted EPS growth (%) (38.7) (240.6) 0.0 (43.5) (0.1) Capital employed 9,12,459  9,87,295 10,52,657 10,99,930 11,19,536
DPS (Rs) 14.0 0.0 26.9 15.2 15.2 Invested capital 4,64,052 5,41,774 7,45,344 8,39,975 8,55,940
Dividend payout (%) 31.1 0.0 35.0 35.0 35.0 BVPS (Rs) 272.6 195.3 245.3 273.5 301.7
EBITDA margin (%) 2.9 (2.6) 4.8 4.3 4.3 Net Debt/Equity (x) 1.1 2.2 1.7 1.5 1.3
EBIT margin (%) 1.8 (3.6) 3.5 2.6 2.5 Net Debt/EBITDA (x) 4.0 (5.5) 3.0 3.7 3.4
Effective tax rate (%) 30.5 (8.2) 31.9 25.2 25.2 Interest coverage (x) 0.1 (0.2) 0.2 0.3 0.3
NOPLAT (pre-IndAS) 43,158 (1,69,451) 1,01,639 72,578 72,850 ROCE (%) 9.6 (14.3) 16.7 11.2 11.1
Shares outstanding (mn) 1,418.9 1,418.9 1,418.9 1,418.9 1,418.9 Source: Company, Emkay Research
Source: Company, Emkay Research
Cash flows Valuations and key Ratios
Y/E Mar (Rs mn) FY22 FY23 FY24E FY25E FY26E Y/E Mar FY22 FY23 FY24E FY25E FY26E
PBT 75,083 (1,57,232)  1,38,402 82,346 82,244 P/E (x) 6.7 (3.0) 3.9 6.4 6.4
Others (non-cash items) 39,195 73,292 64,251 78,845 85,798 P/CE(x) 4.0 (4.5) 2.5 3.1 3.0
Taxes paid (14,511) (1,598)  (22,268)  (13,514) (17,107) P/B (x) 1.0 1.4 1.1 1.0 0.9
Change in NWC 52,176 13,860 (166) 5,935 3,022 EV/Sales (x) 0.2 0.2 0.2 0.3 0.3
Operating cash flow 1,58,898 (33,595) 1,87,618 1,53,612 1,53,957 EV/EBITDA (x) 7.9 (9.0) 4.9 6.2 5.8
Capital expenditure (1,07,642)  (88,877) (1,20,000) (1,10,000)  (90,000) EV/EBIT(x) 13.0 (6.5) 6.7 10.3 10.0
Acquisition of business 0 0 0 0 0 EV/IC (x) 1.7 1.9 1.3 1.2 1.1
Interest & dividend income 9,040 10,206 21,565 23,195 25,454 FCFF yield (%) 6.4 (12.0) 6.8 4.4 6.6
Investing cash flow (1,25,653) (1,10,977) (1,00,556) (88,947) (66,710) FCFE yield (%) 12.8 (33.8) 14.4 7.3 12.3
Equity raised/(repaid) (10,404) 0 0 0 0 Dividend yield (%) 5.0 0.0 9.7 5.5 5.4
Debt raised/(repaid) 28,150  2,05,732  (20,000) 0  (24,000) DuPont-RoE split
Payment of lease liabilities 0 0 0 0 0 Net profit margin (%) 1.7 (3.0) 2.4 1.6 1.6
Interest paid (16,712)  (31,101)  (32,404) (37,879)  (40,604) Total asset turnover (x) 4.0 4.6 4.1 3.5 3.5
Dividend paid (incl tax) (32,229) (19,857)  (38,170)  (21,558)  (21,531) Assets/Equity (x) 2.3 2.9 3.3 2.9 2.7
Others (3,112) (7,775) 0 0 0 ROE (%) 15.8 (39.8) 32.5 16.7 15.1
Financing cash flow (34,306) 1,46,999 (90,574) (59,437) (86,135) DuPont-RoIC
Net chg in Cash (1,062) 2,427 (3,513) 5,228 1,112 NOPLAT margin (%) 1.2 (3.9) 2.4 1.9 1.9
OCF 1,58,898 (33,595) 1,87,618 1,53,612 1,53,957 IC turnover (x) 0.0 0.0 0.0 0.0 0.0
Adj. OCF (w/o NWC chg.) 1,06,722  (47,455) 1,87,783  1,47,677  1,50,935 ROIC (%) 9.4 (33.7) 15.8 9.2 8.6
FCFF 51,255 (1,22,472) 67,618 43,612 63,957 Operating metrics
FCFE 50,568 (1,33,584) 56,779 28,928 48,807 Core NWC days 15.1 11.7 9.8 9.8 9.8
OCF/EBITDA (%) 156.2 29.6 92.6 95.3 91.6 Total NWC days 15.1 11.7 9.8 9.8 9.8
FCFE/PAT (%) 79.2 148.9 52.1 47.0 79.3 Fixed asset turnover 4.8 5.1 4.0 3.0 2.8
FCFF/NOPLAT (%) 118.8 723 66.5 60.1 87.8 Opex-to-revenue (%) 5.0 4.4 5.0 6.1 6.3

Source: Company, Emkay Research

Source: Company, Emkay Research

Emkay Research is also available on www.emkayglobal.com and Bloomberg EMKAY <GO>.Please refer to the last page of the report on Restrictions on Distribution. In Singapore, this research report or research
analyses may only be distributed to Institutional Investors, Expert Investors or Accredited Investors as defined in the Securities and Futures Act, Chapter 289 of Singapore.
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RECOMMENDATION HISTORY - DETAILS RECOMMENDATION HISTORY - TREND

Date Pricc(-chISlilT?% TP (INR) Rating Analyst — BUY Hold Sell e PriCE = Target Price

03-Aug-23 270 270 Hold Sabri Hazarika 875 1

15-May-23 260 270  Hold  Sabri Hazarika 840 1

10-Feb-23 233 230 Hold  Sabri Hazarika 305 1

06-Dec-22 224 230 Hold Sabri Hazarika 270 -

04-Nov-22 204 230 Hold  Sabri Hazarika 235 -

07-Sep-22 244 260 Hold  Sabri Hazarika 200

07-Aug-22 251 260 Hold  Sabri Hazarika 8 by by N N Q Q

15-Jul-22 240 295 Buy Sabri Hazarika § § é § é g 8
& % © & Iy A b=

28-Jun-22 222 205  Buy  Sabri Hazarika = = > ° = c

22-May-22 244 205 Buy Sabri Hazarika Source: Company, Bloomberg, Emkay Research

21-May-22 244 295 Buy Sabri Hazarika

09-Mar-22 269 330 Buy Sabri Hazarika

02-Feb-22 291 360 Buy Sabri Hazarika

25-Dec-21 292 340 Buy Sabri Hazarika

23-Nov-21 319 340 Hold Sabri Hazarika

03-Nov-21 314 340 Hold Sabri Hazarika

06-Aug-21 265 290 Hold Sabri Hazarika

26-Jul-21 274 270 Hold Sabri Hazarika

23-Jun-21 300 270 Hold Sabri Hazarika

29-May-21 281 270 Hold Sabri Hazarika

22-May-21 276 270 Hold Sabri Hazarika

23-Apr-21 234 285 Buy Sabri Hazarika

23-Mar-21 239 285 Buy Sabri Hazarika

18-Mar-21 234 285 Buy Sabri Hazarika

05-Feb-21 225 285 Buy Sabri Hazarika

06-Jan-21 221 280 Buy Sabri Hazarika

26-Nov-20 213 280 Buy Sabri Hazarika

Source: Company, Emkay Research

Emkay Research is also available on www.emkayglobal.com and Bloomberg EMKAY <GO>.Please refer to the last page of the report on Restrictions on Distribution. In Singapore, this research report or research
analyses may only be distributed to Institutional Investors, Expert Investors or Accredited Investors as defined in the Securities and Futures Act, Chapter 289 of Singapore.

November 7, 2023 |7


http://www.emkayglobal.com/

HPCL (HPCL IN) India Equity Research | Result Update

GENERAL DISCLOSURE/DISCLAIMER BY EMKAY GLOBAL FINANCIAL SERVICES LIMITED (EGFSL):

Emkay Global Financial Services Limited (CIN-L67120MH1995PLC084899) and its affiliates are a full-service, brokerage, investment banking, investment
management and financing group. Emkay Global Financial Services Limited (EGFSL) along with its affiliates are participants in virtually all securities trading
markets in India. EGFSL was established in 1995 and is one of India's leading brokerage and distribution house. EGFSL is a corporate trading member of
BSE Limited (BSE), National Stock Exchange of India Limited (NSE), MCX Stock Exchange Limited (MCX-SX), Multi Commodity Exchange of India Ltd (MCX)
and National Commodity & Derivatives Exchange Limited (NCDEX) (hereinafter referred to be as “Stock Exchange(s)”). EGFSL along with its [affiliates]
offers the most comprehensive avenues for investments and is engaged in the businesses including stock broking (Institutional and retail), merchant
banking, commodity broking, depository participant, portfolio management and services rendered in connection with distribution of primary market issues
and financial products like mutual funds, fixed deposits. Details of associates are available on our website i.e. www.emkayglobal.com.

EGFSL is registered as Research Analyst with the Securities and Exchange Board of India ("SEBI”) bearing registration Number INHO0O0000354 as per SEBI
(Research Analysts) Regulations, 2014. EGFSL hereby declares that it has not defaulted with any Stock Exchange nor its activities were suspended by any
Stock Exchange with whom it is registered in last five years. However, SEBI and Stock Exchanges had conducted their routine inspection and based on their
observations have issued advice letters or levied minor penalty on EGFSL for certain operational deviations in ordinary/routine course of business. EGFSL
has not been debarred from doing business by any Stock Exchange / SEBI or any other authorities; nor has its certificate of registration been cancelled by
SEBI at any point of time.

EGFSL offers research services to its existing clients as well as prospects. The analyst for this report certifies that all of the views expressed in this report
accurately reflect his or her personal views about the subject company or companies and its or their securities, and no part of his or her compensation was,
is or will be, directly or indirectly related to specific recommendations or views expressed in this report.

This report is based on information obtained from public sources and sources believed to be reliable, but no independent verification has been made nor is
its accuracy or completeness guaranteed. This report and information herein is solely for informational purpose and shall not be used or considered as an
offer document or solicitation of offer to buy or sell or subscribe for securities or other financial instruments. Though disseminated to all the clients
simultaneously, not all clients may receive this report at the same time. The securities discussed and opinions expressed in this report may not be suitable
for all investors, who must make their own investment decisions, based on their own investment objectives, financial positions and needs of specific recipient.

EGFSL and/or its affiliates may seek investment banking or other business from the company or companies that are the subject of this material. EGFSL may
have issued or may issue other reports (on technical or fundamental analysis basis) of the same subject company that are inconsistent with and reach
different conclusion from the information, recommendations or information presented in this report or are contrary to those contained in this report. Users
of this report may visit www.emkayglobal.com to view all Research Reports of EGFSL. The views and opinions expressed in this document may or may not
match or may be contrary with the views, estimates, rating, and target price of the research published by any other analyst or by associate entities of
EGFSL; our proprietary trading, investment businesses or other associate entities may make investment decisions that are inconsistent with the
recommendations expressed herein. In reviewing these materials, you should be aware that any or all of the foregoing, among other things, may give rise
to real or potential conflicts of interest including but not limited to those stated herein. Additionally, other important information regarding our relationships
with the company or companies that are the subject of this material is provided herein. All material presented in this report, unless specifically indicated
otherwise, is under copyright to Emkay. None of the material, nor its content, nor any copy of it, may be altered in any way, transmitted to, copied or
distributed to any other party, without the prior express written permission of EGFSL . All trademarks, service marks and logos used in this report are
trademarks or registered trademarks of EGFSL or its affiliates. The information contained herein is not intended for publication or distribution or circulation
in any manner whatsoever and any unauthorized reading, dissemination, distribution or copying of this communication is prohibited unless otherwise
expressly authorized. Please ensure that you have read “Risk Disclosure Document for Capital Market and Derivatives Segments” as prescribed by Securities
and Exchange Board of India before investing in Indian Securities Market. In so far as this report includes current or historic information, it is believed to
be reliable, although its accuracy and completeness cannot be guaranteed.

This report has not been reviewed or authorized by any regulatory authority. There is no planned schedule or frequency for updating research report relating
to any issuer/subject company.

Please contact the primary analyst for valuation methodologies and assumptions associated with the covered companies or price targets.

Disclaimer for U.S. persons only: Research report is a product of Emkay Global Financial Services Ltd., under Marco Polo Securities 15a6 chaperone
service, which is the employer of the research analyst(s) who has prepared the research report. The research analyst(s) preparing the research report is/are
resident outside the United States (U.S.) and are not associated persons of any U.S. regulated broker-dealer and therefore the analyst(s) is/are not subject
to supervision by a U.S. broker-dealer, and is/are not required to satisfy the regulatory licensing requirements of Financial Institutions Regulatory Authority
(FINRA) or required to otherwise comply with U.S. rules or regulations regarding, among other things, communications with a subject company, public
appearances and trading securities held by a research analyst account.

This report is intended for distribution to "Major Institutional Investors" as defined by Rule 15a-6(b)(4) of the U.S. Securities and Exchange Act, 1934 (the
Exchange Act) and interpretations thereof by U.S. Securities and Exchange Commission (SEC) in reliance on Rule 15a 6(a)(2). If the recipient of this report
is not a Major Institutional Investor as specified above, then it should not act upon this report and return the same to the sender. Further, this report may
not be copied, duplicated and/or transmitted onward to any U.S. person, which is not the Major Institutional Investor. In reliance on the exemption from
registration provided by Rule 15a-6 of the Exchange Act and interpretations thereof by the SEC in order to conduct certain business with Major Institutional
Investors. Emkay Global Financial Services Ltd. has entered into a chaperoning agreement with a U.S. registered broker-dealer, Marco Polo Securities Inc.
("Marco Polo"). Transactions in securities discussed in this research report should be effected through Marco Polo or another U.S. registered broker dealer.

Emkay Research is also available on www.emkayglobal.com and Bloomberg EMKAY<GO>.Please refer to the last page of the report on Restrictions on Distribution. In Singapore, this research report or research
analyses may only be distributed to Institutional Investors, Expert Investors or Accredited Investors as defined in the Securities and Futures Act, Chapter 289 of Singapore.
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RESTRICTIONS ON DISTRIBUTION

This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state,
country or other jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation. Except otherwise restricted by
laws or regulations, this report is intended only for qualified, professional, institutional or sophisticated investors as defined in the laws and regulations of
such jurisdictions. Specifically, this document does not constitute an offer to or solicitation to any U.S. person for the purchase or sale of any financial
instrument or as an official confirmation of any transaction to any U.S. person. Unless otherwise stated, this message should not be construed as official
confirmation of any transaction. No part of this document may be distributed in Canada or used by private customers in United Kingdom.

ANALYST CERTIFICATION BY EMKAY GLOBAL FINANCIAL SERVICES LIMITED (EGFSL)

The research analyst(s) primarily responsible for the content of this research report, in part or in whole, certifies that the views about the companies and
their securities expressed in this report accurately reflect his/her personal views. The analyst(s) also certifies that no part of his/her compensation was, is,
or will be, directly or indirectly, related to specific recommendations or views expressed in the report. The research analyst (s) primarily responsible of the
content of this research report, in part or in whole, certifies that he or his associated personsl may have served as an officer, director or employee of the
issuer or the new listing applicant (which includes in the case of a real estate investment trust, an officer of the management company of the real estate
investment trust; and in the case of any other entity, an officer or its equivalent counterparty of the entity who is responsible for the management of the
issuer or the new listing applicant). The research analyst(s) primarily responsible for the content of this research report or his associate may have Financial
Interests2 in relation to an issuer or a new listing applicant that the analyst reviews. EGFSL has procedures in place to eliminate, avoid and manage any
potential conflicts of interests that may arise in connection with the production of research reports. The research analyst(s) responsible for this report
operates as part of a separate and independent team to the investment banking function of the EGFSL and procedures are in place to ensure that confidential
information held by either the research or investment banking function is handled appropriately. There is no direct link of EGFSL compensation to any
specific investment banking function of the EGFSL.

L An associated person is defined as (i) who reports directly or indirectly to such a research analyst in connection with the preparation of the reports; or (ii)
another person accustomed or obliged to act in accordance with the directions or instructions of the analyst.

2 Financial Interest is defined as interest that are commonly known financial interest, such as investment in the securities in respect of an issuer or a new
listing applicant, or financial accommodation arrangement between the issuer or the new listing applicant and the firm or analysis. This term does not
include commercial lending conducted at the arm’s length, or investments in any collective investment scheme other than an issuer or new listing applicant
notwithstanding the fact that the scheme has investments in securities in respect of an issuer or a new listing applicant.

COMPANY-SPECIFIC / REGULATORY DISCLOSURES BY EMKAY GLOBAL FINANCIAL SERVICES LIMITED (EGFSL):

Disclosures by Emkay Global Financial Services Limited (Research Entity) and its Research Analyst under SEBI (Research Analyst) Regulations, 2014 with
reference to the subject company(s) covered in this report-:

1. EGFSL, its subsidiaries and/or other affiliates and Research Analyst or his/her associate/relative’s may have Financial Interest/proprietary positions in
the securities recommended in this report as of November 7, 2023

2. EGFSL, and/or Research Analyst does not market make in equity securities of the issuer(s) or company(ies) mentioned in this Report
Disclosure of previous investment recommendation produced:

3. EGFSL may have published other investment recommendations in respect of the same securities / instruments recommended in this research report
during the preceding 12 months. Please contact the primary analyst listed in the first page of this report to view previous investment
recommendations published by EGFSL in the preceding 12 months.

4. EGFSL, its subsidiaries and/or other affiliates and Research Analyst or his/her relative’s may have material conflict of interest in the securities
recommended in this report as of November 7, 2023

5. EGFSL, its affiliates and Research Analyst or his/her associate/relative’s may have actual/beneficial ownership of 1% or more securities of the subject
company at the end of the month immediately preceding the November 7, 2023

6. EGFSL or its associates may have managed or co-managed public offering of securities for the subject company in the past twelve months.

7. EGFSL, its affiliates and Research Analyst or his/her associate may have received compensation in whatever form including compensation for
investment banking or merchant banking or brokerage services or for products or services other than investment banking or merchant banking or
brokerage services from securities recommended in this report (subject company) in the past 12 months.

8. EGFSL, its affiliates and/or and Research Analyst or his/her associate may have received any compensation or other benefits from the subject
company or third party in connection with this research report.

Emkay Rating Distribution

Ratings | Expected Return within the next 12-18 months.

BUY Over 15%
HOLD Between -5% to 15%
SELL Below -5%

Emkay Global Financial Services Ltd.
CIN - L67120MH1995PLC084899

7th Floor, The Ruby, Senapati Bapat Marg, Dadar - West, Mumbai - 400028. India
Tel: 491 22 66121212 Fax: +91 22 66121299 Web: www.emkayglobal.com

Emkay Research is also available on www.emkayglobal.com and Bloomberg EMKAY<GO>.Please refer to the last page of the report on Restrictions on Distribution. In Singapore, this research report or research
analyses may only be distributed to Institutional Investors, Expert Investors or Accredited Investors as defined in the Securities and Futures Act, Chapter 289 of Singapore.
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OTHER DISCLAIMERS AND DISCLOSURES:

Other disclosures by Emkay Global Financial Services Limited (Research Entity) and its Research Analyst under SEBI (Research Analyst)
Regulations, 2014 with reference to the subject company(s) -:

EGFSL or its associates may have financial interest in the subject company.
Research Analyst or his/her associate/relative’s may have financial interest in the subject company.

EGFSL or its associates and Research Analyst or his/her associate/ relative’s may have material conflict of interest in the subject company. The research
Analyst or research entity (EGFSL) have not been engaged in market making activity for the subject company.

EGFSL or its associates may have actual/beneficial ownership of 1% or more securities of the subject company at the end of the month immediately
preceding the date of public appearance or publication of Research Report.

Research Analyst or his/her associate/relatives may have actual/beneficial ownership of 1% or more securities of the subject company at the end of the
month immediately preceding the date of public appearance or publication of Research Report.

Research Analyst may have served as an officer, director or employee of the subject company.

EGFSL or its affiliates may have received any compensation including for investment banking or merchant banking or brokerage services from the subject
company in the past 12 months. . Emkay may have issued or may issue other reports that are inconsistent with and reach different conclusion from the
information, recommendations or information presented in this report or are contrary to those contained in this report. Emkay Investors may visit
www.emkayglobal.com to view all Research Reports. The views and opinions expressed in this document may or may not match or may be contrary with
the views, estimates, rating, and target price of the research published by any other analyst or by associate entities of Emkay; our proprietary trading,
investment businesses or other associate entities may make investment decisions that are inconsistent with the recommendations expressed herein. EGFSL
or its associates may have received compensation for products or services other than investment banking or merchant banking or brokerage services from
the subject company in the past 12 months. EGFSL or its associates may have received any compensation or other benefits from the Subject Company or
third party in connection with the research report. EGFSL or its associates may have received compensation from the subject company in the past twelve
months. Subject Company may have been client of EGFSL or its affiliates during twelve months preceding the date of distribution of the research report and
EGFSL or its affiliates may have co-managed public offering of securities for the subject company in the past twelve months.

Digitally signed by SESHADRI KUMAR SEN

DN: c=IN, o=Personal,
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