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Investing to build National Gas Grid, while growing revenue 
In the next few years, GAIL will invest about `450.0 billion in major cross-
country pipeline projects, such as Urja Ganga Project, Kochi Kootanad 
Bangalore Mangalore Pipeline, Indradhanush Gas Grid (North East Grid in 
joint venture mode), and other pipelines connecting crucial supply and 
demand centers, to  build the proposed National Gas Grid (NGG). GAIL will 
continue to focus on the growth of its core business segments, such as 
natural gas, petrochemicals, and gas processing. In addition, GAIL plans to 
look for diversified and fresh business opportunities, which have the 
potential to become future growth engines. Its focus in FY20 remains 
expansion of gas infrastructure; garnering and unlocking demand in retail; 
and expanding petrochemical capacity. New focus areas are LNG transport, 
bunkering of fuel, establishing CNG stations, and use of LNG in port 
operations. 
 
Financial snapshot 
Net sales grew 40% to `751.3 billion in FY19, from `536.6 billion in FY18, 
driven by the natural gas marketing segment. The EBITDA rose 
approximately 25% YoY, to reach `95.6 billion, while cost of goods sold 
jumped 46% to `588.6 billion. The company’s PBT was `90.8 billion, a 
growth of 31% from FY18. The directors recommended a dividend of `8.02 
per share in FY19. Net worth rose 9.3%, due to a rise in reserves and 
surplus. GAIL made a capex of ` 83.49 bn (including equity contribution to 
subsidiary and JV) in FY19, from ` 40.80 bn in FY18. 
 
Industry overview 
Global energy consumption in 2018 increased at nearly twice the average 
rate of growth since 2010, primarily driven by a robust global economy and 
higher heating and cooling needs in some parts of the world. Demand for 
all fuels rose, led by natural gas. Renewable energy, such as solar and wind, 
also posted double-digit growth. As energy consumption grew, CO2 
emissions rose 2% in FY19, and hit a new record. India’s primary energy 
demand increased 8%, i.e., around 60 million tonnes of oil equivalents 
(Mtoe), accounting for 15% of global growth, the third-largest share. 
 
DART view: Stock factoring most negatives, limited downside 
Transportation tariff hike was the key trigger for GAIL in the short and 
medium term. However, the increase in tariff was much lower than 
expected. The US LNG cargo issue appears to be factored in the stock price, 
at least for the next few quarters. GAIL has sold its U.S. LNG volumes until 
2020, as well as upto 90% beyond 2020. The stock price seems to be 
factoring in most of the negatives. We see limited downside in the stock 
from here on. We maintain Accumulate, with a target price of ` 153 (10x 
FY21E). 
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Annual Report Macro View 

xKey Management Changes Shri Anjani Kumar Tiwari was appointed as the Director (Finance) & Chief Financial Officer 
w.e.f 01.12.2018. He earlier worked at NTPC as a deputy manager.  

Board of Directors 

Shri Manoj Jain was appointed as the Director (Business Development) w.e.f. 05.06.2018. 
He was the former CEO at Brahmaputra Cracker & Poly Ltd.  
Smt Banto Devi Kataria was appointed as an independent director w.e.f. 06.08.2018. She is 
an Advocate at Punjab and Haryana High Court. She has done her L.L.B and MA. in Public 
Administration. 
Shri A. K. Tiwari was appointed as an additional director w.e.f. 01.12.2018. Shri Ashutosh 
Jindal was appointed the Government Nominee Director w.e.f. 27.05.2019. 

Auditors 
No Change. 
M/s O P Bagla &Co. LLP and M/s Associates LLP continue to be the joint auditors of the 
company. 

Pledged Shares No pledged shares were held during the year. 

Credit Ratings 

Ratings  FY2019 FY2018 

Domestic Rating  Credit Rating of AAA, from 
ICRA, CARE, India Rating 

Credit Rating of AAA, from 
ICRA, CARE, India Rating 

International Rating  
Moody’s International, 
Singapore: Baa2(stable) 

Fitch Rating: BBB-(stable) 

Moody’s International, 
Singapore: Baa2(stable) 

Fitch Rating: BBB-(stable) 
Insider Holdings There were no insider holdings during the year. 

Macroeconomic Factors 

Most of the primary fuels witnessed more intense growth compared to their historical 
averages. On the other side, carbon emissions from energy use surged around 650 million 
tonnes, a YoY growth rate of 2%, highest in last seven years. Most of the regions contributing 
to high growth in energy consumption also contributed to high growth in carbon emission 
while few regions like Europe showed reduction in carbon emissions compared to last year 
indicating their move towards cleaner fuel mix. 

Key Holders 
 

Category of Shareholder (%) FY2019 FY2018 

A) Promoter Holding 52.19 53.59 

B) Public   

i) Mutual Funds/UTI 8.26 12.16 

ii) Banks/Financial Institutions 0.64 0.33 

iii) FIIs - - 

v) Foreign Portfolio Investor (Corporate) 20.68 17.29 

vi)Insurance Companies 5.63 3.63 

vii)Central Govt./State Govt./POI 8.06 7.38 

viii) Non-Institutions 3.68 4.93 

ix)Others  0.86 0.69 

Total 100.00 100.00 

Source: Company, DART 
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What’s New 
 The company has floated into two new joint venture companies that is 

Bengal Gas Company Limited in West Bengal for City Gas Distribution and 
Indradhanush Gas Grid Limited in Assam to lay down natural gas pipelines 

 GAIL has acquired 20% interest in Carrizo’s Eagle Food Acreage in USA. The 
company has also successfully acquired OALP-1 block in Cambay basin with 
100% participation interest 

 GAIL board has approved revival of existing LPG plant at USAR by converting 
it into 500KTA Polypropylene complex at an investment of around `88 
billion. This is the first kind of project that would be using Propane 
Dehydrogenation technology for production of Propylene integrated with 
the downstream Polypropylene unit 

 They have also approved setting up of 60 KTA PP unit at existing 
Petrochemical complex at Pata. 

 10 CNG stations were set up and 46,751 domestic PNG connections were 
achieved, thereby completing the minimum work program of the Bengaluru 
CGD project ahead of schedule. The Bengaluru CGD project has seen a four-
fold increase in turnover from `370 million in FY18 to `1.5 billion in FY19. 

 JHBDPL pipeline shall have two gas sources, one at Phulpur (Allahabad, U.P.) 
and the other at Dhamra RLNG Terminal (Odisha). The capacity of the 
pipeline network is 16 MMSCMD. Physical progress is in line with the 
envisaged schedule. This trunk pipeline investment could trigger further 
cascading investments through infrastructure creation in City Gas 
Distribution, LNG terminal, fertilizer plant revival etc. amounting to over 
`500 billion in near future by various investors 

 The company’s subsidiaries and JVs participated and won 15 GAs in the 9th 
round of CGD bidding and 8 GAs in the 10th round 

 GAIL has signed a Charter Party Agreement with Mitsui OSK Lines (MOL) for 
hiring of a new build LNG vessel for a period of 3 years 2021 onwards. 

 The company has been authorized by PNGRB to lay Srikakulam Angul natural 
gas pipeline of length 690km including spur lines through recently concluded 
bidding process. The pipelines will extend the reach of natural gas in the 
Eastern Coast and will act as an important connecting limb with other 
pipelines of National Gas Grid. 

 In this year gas supply through pipelines and cascades have started in 
Varanasi, Bhubaneshwar, Cuttack and Patna 

 GAIL is the first ever producer of Metallocene catalyst based LLDPE Film 
grade Polymer in India 

 Ranchi and Patna CGD were inaugurated. Further, the work of Talcher 
Fertilizers Limited was commenced. Also, Energy Efficient Motors project 
commissioned at GAIL Vaghodia led to 30% reduction of energy consumed 
in Heat Recovery System Generation 

 100 projects worth `0.4 billion were undertaken for sustainable 
development. Also, gas supply to one of the brown fields was started 

 GAIL along with its JVs has achieved about 12.1 million domestic PNG 
connections and has set up 37 CNG stations 

 GAIL received authorization for 5 new Geographical Areas in the country 
apart from two Geographical Areas in Assam through Consortium with 
Assam Gas Co. Limited and Oil India Limited 
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 GAIL signed Tolling Agreement with Dharma LNG Terminal Pvt. Ltd. For 1.55 
MMPTA Regas Capacity at Dharma LNG Terminal, Odisha as a step forward 
for securing LNG/RLNG capabilities in Eastern Region 

 15 new Last Mile Connectivity to customers and Hook-ups to other entities 
have been completed to supply/ transport gas ensuring higher utilization of 
commissioned trunk pipelines 

 The company launched commencement of work of Talcher Fertilizers 
Limited (TFL), inaugurated Ranchi CGD project and Patna CGD Project 
inaugurated. 

 The Company joined hands with other Oil & Gas PSUs to create a Centre of 
Excellence in Oil, Gas and Energy (CEOGE) at IIT-Bombay, and signed a MoU 
for the same on 2 Jan 2019 in the presence of Hon’ble Minister of P&NG. It 
is expected that the CEOGE shall enhance industry academia interaction and 
utilize the expertise available in IIT Bombay and the Oil and Gas PSUs to 
develop solutions for the pressing needs of our industry. 

Subsidiary Financials 
 Profit after tax of GAIL Global Singapore Pte Ltd. grew 78.6% YoY to `37.5 

million in FY19 

 GAIL Global (USA) Inc. reported loss of `2.4 billion in FY19 compared to loss 
of `329.8 million in FY18 

 During the year GAIL Gas Limited reported PAT of `813.9 million, up 9.5% 
YoY 

 PAT of Tripura Natural Gas Limited grew 17.5% in FY19 to `137.7 million 

 In order to facilitate City Gas Distribution Projects in Kolkata, GAIL has 
formed a Joint Venture Company named “Bengal Gas Company Limited on 
04.01.2019 and in order to lay down natural gas pipelines in North East India, 
your Company has formed a Joint Venture named “Indradhanush Gas Grid 
Limited” on 10.08.2018. 
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Industry 

Energy Sector 
Recent global reviews suggest that the world energy consumption has grown by 
around 3.0%, highest since the year 1990. This growth was majorly driven by 
increased energy consumption in the US, China and India which account for 
approximately two-thirds of the total growth. Most of the primary fuels grew with a 
higher intensity than their historical averages. Carbon emissions from energy use 
was up by 650 million tonnes, clocking a 7-year high growth rate of 2.0%. Gas 
contributed to 43.0% in overall energy growth in the world. 2018 proved to be a 
windfall year because of the global consumption and production increasing by over 
5.0%, highest in the last 30 years. USA emerged as a major contributor for growth in 
gas, accounting for ~40.0% of growth in global demand and over 45.0% of the 
increase in production. China grew by 18.0%, majorly due to their environmental 
policies encouraging a switch from coal to gas with a view to curb pollution. 

LNG Industry 
LNG trade grew over 9.0% with an increased supply from US and growing 
consumption in European and Asian markets. LNG imports by China grew by ~40.0% 
in the given year. Domestic gas output in India remained relatively constant, due to 
which most of the growth in India’s consumption was because of LNG. The number 
of LNG importing countries continue to increase with the current figure standing at 
42 currently. Panama and Bangladesh are among are turning to LNG imports to meet 
their energy requirements. It has also been noticed that the average length of new 
LNG supply contracts has doubled to about 13 years. According to Shell LNG Outlook 
2019, LNG will be the fastest growing supply source with a CAGR of 4.0% until 2035. 
Asia and Europe are expected to lead the continuing growth in energy demand.  

India’s Energy Consumption 
India’s energy consumption growth doubled in 2018, with an 11-year high growth 
rate of 8.0%. This increase in consumption also caused a drastic increase in carbon 
emissions. Both India and China started at a similar carbon intensity of energy but 
the Chinese government has succeeded in its efforts to reduce such emissions. 
Government of India is also is also encouraging the use of renewables and 
electrification of transport, but the execution has not been fully efficient in achieving 
the objective. Gas segment in India continues to have significant demand potential. 
Power being the anchor consumer segment, which consumed a marginal 
33MMSCMD in 2018 has a potential of over 100MMSCMD without any additional 
investments. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

“Our yearly target of `6400 
Crores we have already 
made capex of around 
`5500 Crores for the period 
up to Q3 FY2019.” 

Mr. A.K. Tiwari, Director 
Finance 
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Key Takeaways from the MD&A 

Renewable Energy 

 The Company has a total installed capacity of 128.71 MW of alternative 
energy; out of which 117.95 MW is for wind energy projects and 10.76 MWp 
is for solar energy projects. 

 GAIL is implementing 1.8 MWp captive Solar PV project at Vijaipur, Madhya 
Pradesh. Power generated from this plant will substitute power drawn from 
the grid, which will help in cost reduction and reducing the carbon 
footprints.  

City Gas Distribution 

 GAIL has the permission to operate in 62 geographical areas across India. 
These CGD networks together cater to around 62.0% of the total 50-lakh 
domestic PNG connections in the country. 

 In FY2019, the Company recorded an addition of 0.68 million household PNG 
connections and 225 CNG stations. 

Presence in the World Market 

 The Company is expanding its global presence through participation in 
projects along the natural gas value chain. It has emerged as one of the 
leading global LNG players and is actively involved in LNG trading business in 
the international market. GAIL holds equity interest in two companies in 
Egypt, namely Fayum Gas Company (FGC) and National Gas Company 
(Natgas), the city gas distribution companies involved in the supply of natural 
gas to residential, commercial and small industrial customers. Political 
uncertainty in Egypt in FY2012 affected all foreign investments in Egypt. 
However, over the last few years, the situation in Egypt has improved and 
these companies have begun making profits. GAIL is a Government of India 
nominee in the Turkmenistan-Afghanistan-Pakistan-India (TAPI) natural gas 
project for import of gas to India from Turkmenistan. 

CSR Activities 

 In FY19, the Company spent 2.74% of the average net profit of the preceding 
three financial years on CSR projects/ activities. 

 The company has been expanding its renewable energy portfolio. The total 
Renewable Energy portfolio of GAIL has reached around 128 MW in FY19. 

 Projects under Annual Sustainability Work Plan were undertaken across sites 
such as LED Light installations at Pata Plant, advanced day lighting system in 
Vijaipur plant, HRSG systems at Vijaipur among others. During FY19, the total 
cost of Sustainability Projects undertaken was `400 million. 

Projects Execution 

 At present the Company is expanding the Natural Gas pipeline network by 
executing more than 5700 Kms. of Major Pipeline projects, out of which 
around 1050 Km of pipeline projects has been completed during the FY18-
19. The completed pipeline project consists of 475 Km section from 
Varanasi-Dobhi-Patna/Barauni of prestigious Jagdishpur Haldia & Bokaro 
Dhamra Pipeline project popularly known as ‘Pradhan Mantri Urja Ganga’, 
315 Km of Auraiya-Phulpur pipeline and other last mile consumer 
connectivities. 

“Further GAIL’s 
petrochemical unit at 
Pata created history by 
being first in India to 
produce the value-added 
Metallocene film grade in 
this month.” 

Mr. A.K. Tiwari, Director 
Finance 
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 Supply of Natural Gas also commenced in Patna City by commissioning of 2 
CNG station and PNG which was inaugurated by Hon’ble Prime Minister of 
India. Further, supply of gas to CGD Cuttack & Bhubaneswar were started 
from new LCNG (Liquefied CNG) satellite terminal (First of its kind in India) 
commissioned in Bhubaneswar City. Supply of gas to these CGDs were earlier 
started last year through cascade mode. 

Divestment 

 The government of India disinvested 1,16,75,668 shares in July 2018 & 
1,98,43,410 shares in February 2019 through CPSE Bharat 22 ETF. After 
disinvestment, the President of India’s shareholding is 1,17,70,29,046 equity 
shares, representing 52.19% of paid-up share capital of GAIL. 

Capital Expenditure: 

 Capex (` Cr) 

  FY19 FY20E FY21E 

Pipeline         6,700          5,050          5,588  

CGD            330             460             950  

Petrochemical              137          1,163  

E&P              121             210  

Equity Investments            565             661          1,290  

Operational Capex            700             422             400  

Total         8,300          6,850          9,600  

Source: Company, DART 

Segment Analysis 

NATURAL GAS MARKETING 
 The company holds ~59.0% market share in India’s gas marketing business. 

Gross revenue of your Company from Natural Gas Marketing in FY19 was 
`570.24 billion as against `380.2 billion in FY18. 

 Out of 86.39 MMSCMD gas sold in India, domestic gas contributed around 
61% and balance 39% was serviced by GAIL through imported long-term, 
mid-term and spot LNG volumes. 

 In the fertilizer sector, GAIL market’s gas for around 75.0% of the total 
fertilizer production in the country. It has entered into Gas Supply 
Agreements with upcoming fertilizer plants for ~12 MMSCMD volume.  

 In the power sector, the Company markets gas for 69.0% of the Natural Gas 
based power produced, and is continuously looking for opportunities for 
supply of natural gas to gas-based power generation units at affordable 
prices.  

 It currently supplies ~4.5 MMSCMD of Re-gasified Liquefied Natural Gas 
(RLNG) in addition to domestic gas to power plants. In City Gas Distribution, 
GAIL is currently supplying approx. 13.2 MMSCMD of domestic gas to the 
CGD sector while also catering to 29 CGD entities, covering 78 Geographical 
Areas (GAs).  
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TRANSMISSION 

Natural Gas Transmission 

 In this segment, the Company has a network of around 12,200 km of natural 
gas high-pressure trunk pipeline. The average gas transmission volume 
increased 2.1% to stand at 107.43 MMSCMD in FY2019.  

 Gross sales of the company from Natural Gas Transmission in FY19 was ̀ 51.9 
billion as against `44.5 billion in FY18. 

LPG Transmission 

 In this segment, the Company owns and operates a network of 2,038 km of 
exclusive pipelines for third party usage across two major networks.  

 A throughput of 3.97 MMTPA was achieved by Jamnagar-Loni pipeline and 
the Vizag-Secunderabad pipeline together as against that of 3.72 MTPA in 
the previous year.  

 Gross sales of the company from LPG Transmission in FY19 was `6.1 billion 
as against `5.6 billion in FY18. 

 
 Gas Volume Trend (mmscmd)   LPG Transmission (TMT) 

 

 

 

Source: Company, DART  Source: Company, DART 

 
 Gas Sourcing (% Share) 

 
Source: Company, DART 
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 Gas Transmission Mix (FY19)   Gas Marketing Mix (FY19) 

 

 

 

Source: Company, DART  Source: Company, DART 

LPG AND OTHER LIQUID HYDROCARBONS (LHC) 
 GAIL has 5 LHC plants at four locations in India with a total production 

capacity of 1.4 million MTPA.  

 Gross sales of the company from Liquid Hydrocarbons in FY19 was `46.3 
billion as against `41.8 billion in FY18. 

 
 Liquid Hydrocarbon Sales (TMT) 

 
Source: Company, DART 

PETROCHEMICALS 
 GAIL has managed to double the polymer production capacity from 410 KTA 

to 810 KTA at Pata. 

 Overall production from Pata petrochemicals complex was 751 KTA during 
the year 

 The Company exported 110 KTA of polymers to Asian markets. Also, the 
Company’s market share in the domestic polyethylene market has been 
maintained and is the second largest player in the Indian market  

 The Company together with BCPL (a subsidiary of GAIL) has a combined 
production share of 21.4% of the High Density and Liner Low Density 
Polyethylene market in the country.  

 During the year, GAIL also marketed a combined volume of ~1000 KTA of 
polymers including that of BCPL 
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 Gross sales of the Company from Petrochemicals in FY19 was `66.3 billion 
as against `57.9 billion in FY18. 

 
 Petrochemical Sales (TMT) 

 
Source: Company, DART 

EXPLORATION & PRODUCTION 

 GAIL has a participating interest in eleven E&P blocks and holds acreage of 
2,425 sq. km in various consortiums.  

 The Company’s capital spending on capability building in E&P activities and 
key projects has given it an edge in Cambay basin in terms of discoveries and 
commercial developments.  

 The company is looking to undertake projects, which are economically 
feasible and bear low risk. During FY2019, activity remained focused upon 
appraisal of oil discoveries in Cambay Basin with the objective of converting 
these discoveries to development.  

 In Myanmar, where the Company has a participating interest, A-1, A-3 blocks 
have completed Phase I development, and development for Phase II has 
started.  

 Revenue of `6.4 billion has been generated from sale of hydrocarbons from 
4 producing blocks namely A-1 & A-3, Myanmar and CB-ONN-2000/1 and CB-
ONN-2003/2 (Cambay on-land) during FY19 as against 6.3 billion during 
FY18. 

 
 Installed Capacity and Capacity utilisation 

Particulars Installed Capacity Capacity Utilization (%) 

Natural Gas Transmission (MMSCM) 206 52.14 

LPG Transmission (TMT) 3,780 105.16 

LPG Production (TMT) 1,068 88.50 

SBP Solvent/ Naphtha Production (in TMT ) 124 78.27 

Pentane Production (iTMT) 58 62.46 

Propane Production (TMT) 257 96.2 

HDPE & LLDPE (TMT) 810 92.75 

Source: Company, DART 
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Future Outlook 
 The Company has achieved commendable milestones like commissioning of 

important gas pipelines, international gas sourcing contracts for enhancing 
energy security of India and expansion of petrochemicals capacity. GAIL 
expects that it will continue to grow its gas transmission business by laying 
important sections of National Gas Grid i.e., Jagdishpur-Haldia-Bokaro-
Dhamra Pipeline, Kochi-Koottanad-Bangalore-Mangalore Pipeline Phase-II, 
Vijaipur Auraiya Pipeline, Barauni Guwahati Pipeline, North East Gas Grid 
(through Joint Venture company-Indradhanush Gas Grid Limited with IOCL, 
ONGC, OIL, NRL) aligning with Govt. priorities and by providing last mile 
connectivity.  

 In order to increase the gas market share, GAIL will encourage higher gas 
usage in the industrial segment and transport segment using CNG & LNG, 
trigeneration, etc., ensuring the offtake of envisaged additional domestic gas 
production and pacing up activities in the fast growing CGD sector through 
GAIL Gas and other JVs. It is the largest LNG portfolio holder in India having 
diverse price linkages and will look into offering value and reliable supply to 
consumers by selling the right mix in domestic and international 
geographies.  

 The Company will explore opportunities in the petrochemicals segment to 
leverage upon GAIL’s long presence of around 20 years and high future 
demand of polyethylene and polypropylene. It shall also assess whether 
opportunities in certain specialty chemicals exist in India.  

 GAIL plans to make selective moves in the Renewable Energy domain given 
the future growth potential and to partner with Government to meet India’s 
INDC (Intended Nationally Determined Contributions) commitments on 
climate change. It is exploring feasibility of renewable and gas hybrid power 
generation models to utilize the existing gas-based power assets in order to 
deliver clean power. 

 The Company has set-up a suitable investment fund for investing in potential 
opportunities and partnering with R&D centers including start-ups, with a 
view to identify and promote high priority technology areas which have the 
potential to become future business opportunities. 

 GAIL plans to charter hire additional LNG ships on spot/short term basis. 
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Profit and Loss Analysis 
 Sales witnessed a growth of 40% YoY, driven by substantial growth in all of 

its business segments. Particularly, natural gas marketing segment, which 
has increased by ~50%, has pulled up the performance of the company 
during this fiscal 

 EBITDA margin decreased by 150bps from 14.2% in FY18 to 12.7% in FY19, 
due to increase in cost of goods sold by 45.6% and increase in other expenses 
by 15%. Further, employee expenses increased by 37% from `13 billion to 
`17.8 billion 

 Net profit margin decreased 58.6bps from 8.6% in FY18 to 8.0% in FY19. 

 Tax amount increased by 30.7% over the year to `30.6 billion from `23.4 
billion last year. Effective tax rate (consolidated basis) for the current year 
was 33.7% compared to 33.6% in FY18  

 Interest coverage ratio increased from 22.6x to 57.8x due to increase in 
EBITDA and decrease in interest expense, indicating a healthy financial 
position thereby encouraging the Company to venture into new projects. 
RoANW increased from 11.8% to 14.3% in FY19 

 The Board of Directors had earlier approved payment of an interim dividend 
of `6.25 per share (62.5%) leading to a cash outflow of `14.1 billion, which 
was paid in February, 2019. Further, the Board has recommended payment 
of final dividend of `1.77 per share (17.7%) which will lead to outflow of 
`3.99 billion. With this the total dividend for the FY19 will be 80.2% which is 
30% of PAT or 5.15% of Opening net-worth. The Company also paid Dividend 
Distribution tax of `3.6 billion 

 There was an increase of 30.5% in AEPS from `20.5 to `26.7, while the CEPS 
increased by 25.6% from `26.8 to `33.6 

Balance Sheet Analysis 
 Net Block of Assets increased by 8.0% and capital work in progress increased 

by 67% because of purchase of fixed assets/CWIP 

 Debt increased from `9.8 to `10 billion. The Company repaid $150 million 
loan of Syndicate of SMBC, DBS and Mizuho during the year  

 Investments decreased by 4% from `99.5 billion to `95.3 billion in the 
current year because of investments in mutual funds and other companies 
which was offset to some extent by sale of mutual funds. 

 Inventories increased by 21%, due to huge increases in stock-in-trade 
including LNG. Inventory days reduced from 13.1 to 11.2. 

 Working capital decreased by 35%, driven mainly by decrease in cash and 
bank balance, increase in other current liabilities by 15%. Payables days 
reduced from 26.4 to 19.2 whereas Debtor days decreased from 27.6 to 24.7 
in FY19. Increase in sales contributed to such decrease, offset to some extent 
by increase in Debtors by 25.2%. 

 Cash and bank balance decreased by 52% to `12.1 billion from `25.3 billion 
last year because of repayments of long-term borrowings, purchase of fixed 
assets and investments in other companies. 
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Cash Flow Analysis 
 Free cash flow has decreased by 85% as cash from operations has decreased, 

due to increase in net taxes paid. 

 The Company reported Cash Outflow from financing activity of `78.8 billion 
compared to `86.6 billion in FY18, due to repayment of long-term 
borrowings and payment of dividend tax. 

 The Company incurred highest ever Capex in a single year at `83.4 billion 
and is investing additional `540 billion over the next 2 – 3 years in laying 
pipelines. 
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Financial Metrics and Charts 
 EBITDA Margin and Net Profit Margin (%)   RoANW (%) and RoACE (%) 

 

 

 
Source: Company, DART  Source: Company, DART 

 
 

 Dividend Payout (%)   Revenue Growth and PAT Growth (%) 

 

 

 
Source: Company, DART  Source: Company, DART 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

8.3 8.3

13.3
14.2

12.7

5.4
4.3

7.3
8.6 8.0

0

2

4

6

8

10

12

14

16

FY 15 FY 16 FY 17 FY 18 FY 19

OPM (%) NPM (%)

9.7

6.3

9.6
11.8

14.3
10.4

8.1

13.4
15.9

19.7

0

5

10

15

20

25

FY 15 FY 16 FY 17 FY 18 FY 19

ROANW (%) ROACE (%)

25.0
31.3

54.1

35.1

53.4

0

10

20

30

40

50

60

FY 15 FY 16 FY 17 FY 18 FY 19

-1.3
-8.8 -6.9

11.4

40.0

-30.5 -26.7

57.3

31.8 30.5

(40)

(20)

0

20

40

60

80

FY 15 FY 16 FY 17 FY 18 FY 19

Revenue Growth (%) PAT Growth (%)



 
 

 

 

July 26, 2019 15  

 

4-Quarter ConCall Trend Analysis 

 
Q1FY19 Q2FY19 Q3FY19 Q2FY19 

Capacity Utilisation 

Target capacity utilisation is 90.0% for the 

year. Capacity utilisation of LNG pipeline has 

been around 52.0% in Q1FY19. In 

Petrochemical Segment at Pata, capacity 

utilisation was 79.0% out of which utilisation 

at Pata 1 was 93.0% – 82.0% and Pata 2 is 

73.0%. 

The capacity utilization in transmission 

segment increased to about 51.0% from below 

50.0%. 

The capacity utilisation of the Natural Gas 

pipelines remain around 50% to 53% of the 

total pipeline capacity. 

Capacity utilisation at Brahmaputra cracker 

and OPAL was 107% in Q4 FY19, and is 

currently running at a utilisation of 110%. 

When second phase of Haldia Jagdishpur 

pipeline is fully commissioned, capacity 

utilisation will be 60%. 

Highlights 

The Company imported first cargo of LNG from 

Gazprom on June 4, 2018 at PLL-Dahej. 16 

cargos were imported in Q1 FY19 out of which 

8 cargos were from US, six is spot in India and 

two from Gazprom. A contract with Dhamra 

port was signed recently for the gas capacity. 

The company has completed a part of the first 

phase of the Haldia Jagdishpur pipeline. The 

Company was able to substitute the high-

priced spot LNG which was being used for the 

polymer production by finding a different 

source in the form of HH volume as well as the 

Gazprom contract. 

Q2FY19 includes effect of upward tariff revision 

of `194.0 crore approved by PNGRB w.e.f. 

01.04.2018 for Dahej — Uran - Dabhol - 

Panvel Pipeline, Dukli Maharajganj, Agartala 

Regional Network and Gujarat Regional 

Network and a one-time take or pay 

settlement of `1.3 bn with one of the Natural 

Gas Customer. There were around 18 to19 

pipeline projects running with GAIL amounting 

to `250.0 bn. GAIL sold nearly 13 LNG cargoes 

internationally, boosting margins. Management 

maintains a healthy outlook on the gas trading 

business. 

Annually, GAIL gets 86 cargoes from US, 12 

from Gazprom and 4.5 from RasGas. Out of 86 

cargoes from US, 76 were profitably placed. 

The company received capital grant of `5.8 bn 

during the quarter. The company has received 

nearly 40.0% of the total capital grant of `52.0 

bn approved for Jagdishpur-Haldia, Bokaro 

Dhamra pipeline. Total capacity of the Kochi 

Mangalore pipeline is 16 MMSCMD out of which 

approximately 3 MMSCMD is already tied up, 

and will be operational by June. 

The Company received a grant pertaining to 

JHDBPL for `12.1 bn from GOI. The cumulative 

grant received till FY19 stood at `20.6 bn. First 

phase of Haldia Jagdishpur pipeline is 

commissioned and second phase will be 

commissioned by end of FY21. FY19 profit of 

`700.0 mn. Expect standalone profits of `2.0 

bn in FY20. Supply of gas, naptha tied up. All 

grades are established. 70% products are 

supplied to northeast. OPAL is facing 

challenges. Running at 100% capacity 

utilisation. Product and plant stabilisation are 

going on. 

Profitability 

Increase in gas marketing and transmission 

volumes led to an increase of 50.0% in gross 

sales volume. 11.92 MMSCMD gas was sold 

overseas. 20 cargos were traded 

internationally, out of which 8 were imported 

to India. 

The Company reported turnover of `191.0 mn, 

up 54.0% YoY due to increase in supply from 

the gas front, average price was also high and 

rupee depreciation also added to high sales 

number. Gas trading EBITDA improved 149% 

YoY to `10.5 bn due to widening gap between 

spot LNG price and Henry Hub price as 5.8mmt 

US LNG long term contract is linked to Henry 

Hub. A large part of the company's US volumes 

are contracted for the next 24 months. Hence, 

it does not face major risk on margins. GAIL 

has kept nearly 20.0% of its US LNG portfolio 

unhedged. 

Gross sales increased by 37% driven by rise in 

gas marketing volume, upward tariff revision in 

the natural gas pipeline and better 

performance in PC, LHC and LPG transmission 

segment including better price realisation. 

Profitability increased by `750.0 mn in E&P due 

to restoration of gas supply to the customers, 

which was disrupted in the 

month of June 2018 on account of blast in the 

China section of Southeast Asia gas pipeline. 

Profitability was impacted by weakness in 

petchem, LPG, and LHC segment, which was 

partly offset by the gas marketing business. 

Natural Gas 

Marketing segment 

Increase in overseas sales volumes of US LNG 

and RLNG as a result of additional tie-ups led 

to increase in the gas marketing volume by 

18.7 MMSCMD YoY. Gas marketing profitability 

increased by `2.2 bn, driven by better margin 

and increase in gas volumes. 

Physical numbers have increased by 11.5. 

Increase in domestic supply of gas was close to 

0.5 million cubic metres of gas per day. 

Volumes have increased by 0.22 million cubic 

metres of gas. The better performance of this 

segment is supported by upward revision of 

transmission tariff by PNGRB of some of the 

pipeline network. 

The gas marketing volume rose by 8 MMSCMD 

primarily due to start of overseas sale of US 

LNG, which has led to an increase of around 8 

to 9 MMSCMD in volume. 

On the domestic front, they are likely to get 

1.5 MMSCMD additional gas from ONGC by 

FY21, they are negotiating for 4 MMSCMD gas 

with Vedanta and are also negotiating for gas 

from Essar CBM. 
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Q1FY19 Q2FY19 Q3FY19 Q2FY19 

Transmission 
segment 

Transmission volume increased by 7.1 
MMSCMD YoY. LPG transmission volume 

increased by 11 TMT, due to increase in the 
availability from OMC. Profit in LPG segment 

transmissions decreased by `130.0 mn, due to 
the increase in the employees’ costs. This 

segment increased by `470.0 mn, due to the 
increase in gas transmission volumes and 

decrease in finance costs. Despite of higher 
volumes, EBIT was slightly down QoQ, as 
capitalisation took place and increase in 

depreciation charged. 

The gas transmission segment profit increased 
by about RS.0.59 billion due to revision in four 
pipelines and decrease in finance cost partly 

offset by rise in employee cost. There was also 
increase in fuel cost mainly due to rupee 

devaluation, rise in R&M cost, higher 
depreciation due to capitalization of some 

pipelines in previous financial year. The profit 
on LPG transmission segment decreased by 

about `0.04 billion mainly due to the employee 
cost otherwise it is higher than the previous 
year. The profit on Un- allocated segment 

decreased by R.s1.3 billion because of increase 
in employee cost, E&P profitability owing to 
disturbances in SEAGP pipeline and other 

expenses. 

The transmission volume has decreased 
marginally to 107.73 MMSCMD in Q3 FY19. 

Next year the transmission volume will almost 
remain same or it may increase from 5% to 

7%. 

 

Petrochemicals 
segment 

Polymer production has risen to 173 TMT in 
Q1FY19 compared to 121 TMT in Q1FY18, due 

to a ramp-up of PC-2 and lower shutdown. 
Although, sales were substantially lower on a 
QoQ basis, from 191 MMT to 166 MMT, due to 
polythene ban in western zone, yet EBITDA 
was higher and profit increased by `1.91 bn, 

due to the increase in the PC production, 
increase in average price realisation by 

`9600/MT and decrease in the finance costs. 

The Petrochemical segment has shown 
considerable improvement in terms of physical 
volume growth. However, margin was under 

pressure due to increase in input cost primarily 
due to rise in crude price and adverse 

exchange rate. Polymer production increased 
by 13 TMT. This was achieved due to better co-
ordination and operation of Pata plant, which 
did not see any disturbances in its operations. 

Polymer production continued to remain robust 
with the successful introduction of Metallocene. 

`100.0 bn will be invested in expanding 
petrochemical manufacturing capacity, which 

will help revive closed fertiliser plants. 

LHC and LNG segment 

LHC production increased by 16 TMT. There 
was a steep decline in LPG transmission 

volumes, due to shutdown at LPG plant in Q1 
FY18. Profit in LHC segment was flat, due to 
the reason that positive interest impact of 
increase in average sales price dipped by 

`2300 per MT. 

LHC production increased by 9,000 metric 
tonnes due to high processing of Pata plant. 
Profit from LHC segment increased by `3.0 
billion driven by of better price realization 

which is in standard with the rise in the crude 
prices but this was slightly offset by increase in 
domestic price of the gas and increase in the 

employee cost on account of gratuity 
provisions. 

Increase of 12 TMT YoY was observed in LHC 
during the quarter. 

14 MT LNG is imported out of which 12.5 MT is 
flowing and 1.5 MT will be ready by FY21. The 
Company has sold its U.S. LNG volumes until 

2020, as well as up to 90% of its U.S. volumes 
beyond 2020.The number of cargo imported 

will jump from 62 in FY19. Last year it bought 
12 spot cargo. The company will additionally 
explore LNG transportation and bunkering 

business, following a memorandum of 
understanding it has signed with ExxonMobil. 

CAPEX 

Till date CAPEX was around `9.0 to 9.5 bn. 
Target CAPEX stood at `65.0 bn, including the 
Jagdishpur, Haldia, Vijaypur, Auraiya as well as 
the Kochi KKMBPL pipeline. CAPEX estimate for 

Dabhol, the breakwater contract is `7.0 bn. 

The capex was `20.0 bn in the pipeline 
segment. The company projects full year capex 

to be `29.0 bn. 

CAPEX during the quarter was `25.9 bn and 
out of our yearly target of `64.0 bn the 

Company has already incurred a CAPEX of 
around `55.0 bn for the period upto Q3 

FY2019. 

40-50% of capex will be funded by internal 
accruals and 50% through borrowings. Highest 
capital expenditure spending in a single year of 
`83.4 bn and it is investing an additional `54.0 
bn over the next 2-3 years in laying pipelines 
that will feed households and industries, such 

as fertiliser plants. GAIL, which owns and 
operates 14,000 km pipeline network, is laying 
6,000 km of new lines at a cost of `32.0 bn to 

take gas to unconnected areas in east and 
south. It is investing another `12.0 bn in city 

gas distribution networks to retail CNG to 
automobiles and pipe natural gas to 

households in towns. 
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Q1FY19 Q2FY19 Q3FY19 Q2FY19 

Strategic Alliances 

and New Accounts 
RGPPL demerger scheme has been approved.  

GAIL's petrochemical unit in PATA becme the 

first in India to produce value-added 

Mettallocene. 

GAIL board approved PDH - PP Plant at Usar 

(500 KTA) and PP Plant at Pata (60 KTA); 

Expected investment `88.0 bn and `9.0 bn, 

respectively. Part of JHBDPL Project (585 KM) 

and Auraiya – Phulpur Pipeline (315 KM) 

capitalized. The Company expects to complete 

the second one of Haldia Jagdishpur pipeline. 

Guidance 

The Company expects to complete the phase 

one of Haldia Jagdishpur pipeline by December 

2018. Kochi-Mangalore pipeline is expected to 

be completed by February or March 2019. 

Dabhol, the breakwater contract is going to be 

awarded within two to three months by KLPL, 

which will be completed in the coming three 

years. Disruptions on account of shutdown is 

expected to go down, which will lead to higher 

production level and reduce the unit costs. Per 

unit energy cost of polymer will likely be lower, 

due to the stabilisation of the operations of the 

plant. 

There will be `1.0 billion of recurring tariff 

which will be repeated every quarter. 

Jagdishpur-Haldia pipeline is expected to be 

completed by Dec 2020 while Kochi-Mangalore 

pipeline will be completed by Mar 2019. 

Tender for breakwater at Dabhol LNG terminal 

has been floated and will likely be awarded in 2 

months. It would take 3 years for completion. 

Kochi-Mangalore pipeline is 87% complete. 

The company expects transmission volume to 

remain same or it may increase by 5% to 7%. 

GAIL’s topline is sensitive with the price of oil. 

Topline can be in the range of ` 80,000-84,000 

crore in FY20. GAIL’s major focus area for 

FY2020 is expanding gas infrastructure, create 

demand and unlock demand in retail and 

expand petrochemical capacity. New areas of 

focus for GAIL is- push LNG in transport, 

bunkering of fuel and setting CNG stations and 

pulling LNG in port operations. It plans to 

introduce type 3 and type 4 CNG cylinder, 

which will be used for long transportation. 

(trucks can travel – 500-700 kms in 1 trip). 

Next 3-6 months’ gas will be included in GST. 

Debt   

The company repaid nearly `11.0 bn of loans. 

`10.0 bn of loans are outstanding at present 

leading to debt to equity ratio of 0.03 times. 

Total loan repayment in FY19 is `11.4 bn; Loan 

o/s - `10.0 bn, which will be repaid in FY20-21. 

Pipeline and CGD 

Segment 
   

Apart from Bengaluru and Meerut, GAIL Gas is 

now supplying gas to Mangalore, Rourkela, 

Cuttack, Bhubaneshwar, and big cities like 

Varanasi, Patna, Jamshedpur, and Bhopal, 

among others. Part of JHBDPL Project (585 

KM) and Auraiya – Phulpur Pipeline (315 KM) 

capitalized.First phase is already 

commissioned; second phase will be 

commissioned by end of FY20-21. Once fully 

commissioned the capacity utilisation will be 

60%. PNGRB may approve the revised HVJ 

tariff in 20-25 days. JHBDPL pipeline is booked 

for 12 mn tonne of volumes from four fertiliser 

plants (8 mn tonne) and four refineries (6 mn 

tonne), rest 4 mn tonne will be incremental 

demand as CGD grows.`120.0 bn is invested in 

CGD networks to retail CNG to automobiles 

and PNG to households. 
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Profit and Loss Account     

(` Mn) FY18A FY19A FY20E FY21E 

Revenue 5,36,616 7,51,263 8,02,440 8,66,476 

Total Expense 4,60,277 6,55,712 7,03,675 7,59,352 

COGS 4,04,369 5,88,642 6,32,006 6,80,516 

Employees Cost 13,015 17,784 19,918 21,910 

Other expenses 42,893 49,287 51,751 56,926 

EBIDTA 76,339 95,551 98,765 1,07,123 

Depreciation 14,151 15,502 15,725 15,725 

EBIT 62,188 80,049 83,040 91,398 

Interest 2,751 1,385 1,450 1,560 

Other Income 9,870 15,448 12,000 13,000 

Exc. / E.O. items 277 3,263 0 0 

EBT 69,584 90,848 93,590 1,02,838 

Tax 23,400 30,592 31,821 33,937 

RPAT 46,184 60,257 61,770 68,902 

Minority Interest 0 0 0 0 

Profit/Loss share of associates 0 0 0 0 

APAT 46,184 60,257 61,770 68,902 

     

Balance Sheet     

(` Mn) FY18A FY19A FY20E FY21E 

Sources of Funds     

Equity Capital 22,551 45,101 45,101 45,101 

Minority Interest 0 0 0 0 

Reserves & Surplus 3,80,731 3,95,828 4,31,216 4,73,736 

Net Worth 4,03,281 4,40,929 4,76,317 5,18,838 

Total Debt 9,761 10,011 9,010 8,109 

Net Deferred Tax Liability 46,309 59,477 65,425 71,967 

Total Capital Employed 4,59,352 5,10,418 5,50,752 5,98,914 

     

Applications of Funds     

Net Block 2,87,898 3,10,861 3,65,136 3,69,411 

CWIP 55,140 92,025 48,012 57,215 

Investments 99,531 95,282 90,000 85,000 

Current Assets, Loans & Advances 1,38,253 1,45,619 1,91,642 2,42,849 

Inventories 19,195 23,219 24,123 26,053 

Receivables 40,515 50,743 61,404 66,316 

Cash and Bank Balances 25,294 12,147 41,447 80,177 

Loans and Advances 49,806 43,672 48,039 52,843 

Other Current Assets 3,443 15,838 16,630 17,461 

     

Less: Current Liabilities & Provisions 1,21,470 1,33,368 1,44,307 1,55,516 

Payables 38,816 39,612 56,798 61,428 

Other Current Liabilities 82,655 93,757 87,240 94,133 

     

Net Current Assets 16,783 12,251 47,604 87,288 

Total Assets 4,59,352 5,10,418 5,50,752 5,98,914 

E – Estimates 
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Important Ratios     

Particulars FY18A FY19A FY20E FY21E 

(A) Margins (%)     

Gross Profit Margin 24.6 21.6 21.2 21.5 

EBIDTA Margin 14.2 12.7 12.3 12.4 

EBIT Margin 11.6 10.7 10.3 10.5 

Tax rate 33.6 33.7 34.0 33.0 

Net Profit Margin 8.6 8.0 7.7 8.0 

(B) As Percentage of Net Sales (%)     

COGS 75.4 78.4 78.8 78.5 

Employee 2.4 2.4 2.5 2.5 

Other 8.0 6.6 6.4 6.6 

(C) Measure of Financial Status     

Gross Debt / Equity 0.0 0.0 0.0 0.0 

Interest Coverage 22.6 57.8 57.3 58.6 

Inventory days 13 11 11 11 

Debtors days 28 25 28 28 

Average Cost of Debt 13.8 14.0 15.2 18.2 

Payable days 26 19 26 27 

Working Capital days 11 6 21 36 

FA T/O 1.9 2.4 2.2 2.3 

(D) Measures of Investment     

AEPS (`) 10.2 13.4 13.7 15.3 

CEPS (`) 13.4 16.8 17.2 18.8 

DPS (`) 3.6 7.1 5.0 5.0 

Dividend Payout (%) 35.1 53.4 36.5 32.7 

BVPS (`) 89.4 97.8 105.6 115.0 

RoANW (%) 11.8 14.3 13.5 13.8 

RoACE (%) 15.9  19.7  17.9  18.2  

RoAIC (%) 14.3 17.2 16.5 17.8 

(E) Valuation Ratios     

CMP (`) 134 134 134 134 

P/E 13.1 10.0 9.8 8.8 

Mcap (` Mn) 6,04,359 6,04,359 6,04,359 6,04,359 

MCap/ Sales 1.1 0.8 0.8 0.7 

EV 5,88,826 6,02,223 5,71,922 5,32,291 

EV/Sales 1.1 0.8 0.7 0.6 

EV/EBITDA 7.7 6.3 5.8 5.0 

P/BV 1.5 1.4 1.3 1.2 

Dividend Yield (%) 2.7 5.3 3.7 3.7 

(F) Growth Rate (%)     

Revenue 11.4 40.0 6.8 8.0 

EBITDA 19.1 25.2 3.4 8.5 

EBIT 24.1 28.7 3.7 10.1 

PBT 28.6 30.6 3.0 9.9 

APAT 31.8 30.5 2.5 11.5 

EPS 31.8 30.5 2.5 11.5 

     
Cash Flow     

(` Mn) FY18A FY19A FY20E FY21E 

CFO 86,626 78,763 74,891 88,824 

CFI (25,680) (54,366) (6,116) (21,251) 

CFF (54,705) (33,650) (28,833) (28,843) 

FCFF 57,201 6,741 50,903 59,622 

Opening Cash 4,519 10,761 1,508 41,447 

Closing Cash 10,761 1,508 41,447 80,177 

E – Estimates
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