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Government compensation for H1 leads to 

profitability in Q2 
Government compensation of Rs300bn for the under-recoveries incurred 

during H1FY13 led to profitability of all OMCs including BPCL. The 

company bettered its Q2 operational performance with US$6.4/bbl in 

GRMs and higher throughput of 5.94mmt. Bina refinery throughput was 

lower at 1.0mmt due to operational issues but GRMs remained healthy at 

US$7.7/bbl. With the revision in petrol prices during Q2, the company has 

stopped incurring any losses on petrol. Although, BPCL reported PAT of 

Rs50.3bn in Q2, under-recoveries’ absorption of Rs61.3bn during H1 led 

to a loss Rs38.0bn for H1FY13. We like BPCL due to its E&P success and 

hence maintain our ‘Buy’ rating on the stock.  

� Lower market sales yet rupee depreciation leads to higher revenues: 

BPCL’s revenues jumped by 34.5% YoY at Rs568.9bn backed by 10.4% 

increase in market sales at 7.8mmt and higher product prices due to 

rupee depreciation. Throughput also inched up 6.5% YoY and 0.5% QoQ 

at 5.9mmt.  

� Forex and inventory gains further support profitability:  BPCL’s 

operational performance was better with average GRMs of US$6.4/bbl in 

Q2 and US$4.6/bbl in H1. The company had inventory gains of Rs4.4bn 

while favourable exchange rate led to Rs11.7bn in forex gains. Upstream 

companies offered Rs36.2bn in discounts to BPCL while government 

compensation for H1FY13 was at Rs72.4bn which led to BPCL posting PAT 

of Rs50.3bn. However, due to absorption of Rs61.3bn in under-recoveries 

during H1, the company incurred a loss of Rs38.0bn during H1FY13. The 

company holds a debt of Rs256.0bn of which over 80% is foreign currency 

debt. BPCL also holds oil bonds of Rs64.8bn.  

Y/E Mar (Rsmn) Q2FY13 Q2FY12 YoY (%) Q1FY13 QoQ (%) Q2FY13E Var (%) 

Net sales 568.9 423.0 34.5 545.5 4.3 587.3 (3.1) 

Operating profit  53.9 (26.9) - (81.5) - 11.3 375.8 

OPM (%)  9.5 (6.4) - (14.9) - 1.9 - 

PBT  50.3 (32.3) - (88.4) - 12.2 313.6 

PAT (reported)  50.3 (32.3) - (88.4) - 12.2 313.6 

Operating metrics        

Cru. throughput (mmt)  5.9 5.6 6.5 5.9 0.5 5.8 2.4 

Market sales (mmt)  7.8 7.0 10.4 8.5 (8.6) 8.3 (6.4) 

Tot. Under-reco. (Rsmn)  90.3 48.7 85.4 116.3 (22.4) 111.0 (18.7) 

Upstream Supp. (Rsmn)  36.2 16.4 120.3 36.6 (1.2) 37.2 (2.7) 

Oil bonds/ cash (Rsmn)  72.4 - - - - 73.8 (2.0) 

Source: Company, Centrum Research Estimates 

� E&P story to be unfolded in 2013: Bina refinery’s operational 

performance was better with GRMs at US$7.7/bbl and it is expected to 

perform better going ahead. BPCL did not incur any under-recoveries on 

petrol during Q2 due to the revision in petrol prices (Q1 under-recoveries 

on petrol – Rs6.0bn) and even now the company is not losing money on 

the sale of petrol. BPCL has invested over Rs15.0bn during H1 and is 

planning to invest over Rs35.0-40.0bn (including E&P) during FY13E.  We 

like BPCL due to its exposure to E&P which has been successful so far. The 

E&P story is likely to unfold further in 2013 when the reserve estimates for 

Mozambique block will be available. Hence we like BPCL due to the value 

from its E&P and maintain ‘Buy’ with a revised price target of Rs448 (earlier 

Rs464). 

    Key Data  

Target Price Rs448  

Bloomberg Code   BPCL IN 

CMP Rs338*  

Reuters Code   BPCL.BO 

Upside  32.4%  

Current Shares O/S (mn) 723.1 

Stock to Sector Outperform  

Diluted Shares O/S(mn) 723.1 

Sector to Market Neutral  

Mkt Cap (Rsbn/USDbn) 244.7/4.5 

Price Performance (%)*  

52 Wk H / L (Rs) 395/229 

 1M 6M 1Yr 
 

Daily Vol. (3M NSE Avg.) 993,743 

BPCL (3.6) (3.4) 21.1  Face Value (Rs) 10 

NIFTY 0.3 15.5 10.2  1 USD = Rs54.7  

Source: Bloomberg, Centrum Research 

*as on 09 November 2012 

Crude throughput and market sales 
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Subsidies and government compensation 
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Y/E Mar (Rsmn) Rev YoY (%) EBITDA EBITDA (%) Adj. PAT YoY (%) RoE (%) RoCE (%) EPS PE (x) PB (x) EV/EBITDA 

FY11 1,516,395 24.0 35,770 2.4 15,777 2.6 11.4 7.9 21.4 15.8 1.7 7.3 

FY12 2,119,730 39.8 52,873 2.5 27,317 73.1 9.1 9.0 18.1 18.7 1.6 6.8 

FY13E 2,365,074 11.6 40,423 1.7 13,687 (49.9) 9.0 7.4 18.9 17.9 1.6 9.4 

FY14E 2,178,744 (7.9) 47,426 2.2 16,919 23.6 10.8 7.7 23.4 14.5 1.5 8.2 

FY15E 2,109,437 (3.2) 49,655 2.4 17,300 2.2 10.7 7.7 23.9 14.1 1.5 8.1 

Source: Company, Centrum Research Estimates

Oil & Gas Buy 

Q2FY13 Result Update/Estimate change 12 Nov 2012 
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Financials 

Exhibit 1: Income Statement 

Y/E March (Rsmn) FY11 FY12 FY13E FY14E FY15E 

Revenues 1,516,395 2,119,730 2,365,074 2,178,744 2,109,437 

Growth in revenues (%) 24.0 39.8 11.6 (7.9) (3.2) 

Raw Materials Consumed 627,304 855,630 956,659 935,962 905,561 

% of net sales 41.4 40.4 40.4 43.0 42.9 

Purchase of products 781,051 1,121,592 1,260,545 1,083,600 1,038,450 

% of net sales 51.5 52.9 53.3 49.7 49.2 

Employee Costs 27,636 22,611 25,324 27,350 29,264 

% of net sales 1.8 1.1 1.1 1.3 1.4 

Transportation Costs 28,548 33,204 34,200 33,858 33,181 

% of net sales 1.9 1.6 1.4 1.6 1.6 

Others 16,086 33,821 47,923 50,548 53,326 

% of net sales 1.1 1.6 2.0 2.3 2.5 

EBITDA 35,770 52,873 40,423 47,426 49,655 

YoY growth (%) 46.9 47.8 (23.5) 17.3 4.7 

EBITDA Margin (%) 2.4 2.5 1.7 2.2 2.4 

Depreciation & Amortisation 16,554 18,849 18,885 20,704 22,294 

EBIT 19,216 34,024 21,538 26,722 27,360 

Interest expenses 11,170 17,996 15,426 13,991 12,556 

Other Income 16,214 17,018 14,500 12,750 11,250 

EBT  24,259 33,046 20,612 25,481 26,054 

Provision for tax 8,482 5,729 6,926 8,562 8,754 

Effective tax rate (%) 35.0 17.3 33.6 33.6 33.6 

Net Profit 15,777 27,317 13,687 16,919 17,300 

YoY growth (%) 2.6 73.1 (49.9) 23.6 2.2 

Adjusted Net Profit Margin (%) 1.0 1.3 0.6 0.8 0.8 

Source: Company, Centrum Research Estimates 

Exhibit 2: Balance Sheet 

Y/E March (Rsmn) FY11 FY12 FY13E FY14E FY15E 

Equity Share Capital 3,615 3,615 7,231 7,231 7,231 

Reserves 136,961 145,523 147,163 152,279 156,089 

Shareholders' fund 140,576 149,139 154,394 159,510 163,320 

Debt 164,581 212,464 243,464 222,464 201,464 

Deferred Tax Liability 10,075 14,006 14,006 14,006 14,006 

Total Capital Employed 315,232 375,609 411,864 395,980 378,790 

Total Fixed Assets 159,993 166,124 187,239 201,535 209,241 

CWIP 9,724 11,191 11,191 11,191 11,191 

Investments 49,457 49,703 49,703 39,703 29,703 

Current investments 70,914 59,471 59,471 59,471 59,471 

Inventories 153,751 159,481 178,608 162,687 156,601 

Sundry Debtors 25,327 63,783 65,697 60,521 58,595 

Cash & bank balances 3,790 9,789 17,415 13,312 6,239 

Other current assets 48,929 94,066 94,316 94,566 94,816 

Loans and advances 36,875 42,463 42,963 43,463 43,463 

Total current assets 339,586 429,053 458,469 434,019 419,186 

Current liabilities & provisions 243,527 280,461 294,738 290,468 290,530 

Net current assets 96,058 148,591 163,731 143,551 128,656 

Total Assets 315,232 375,609 411,864 395,980 378,790 

Source: Company, Centrum Research Estimates 

Exhibit 3: Cash flow 

Y/E March (Rsmn) FY11 FY12 FY13E FY14E FY15E 

Cash flow from operating      

PBT 23,949 18,842 20,612 25,481 26,054 

Interest 11,170 17,996 15,426 13,991 12,556 

Depreciation 16,554 18,849 18,885 20,704 22,294 

Amounts written off - - - - - 

Other Income (16,214) (17,018) (14,500) (12,750) (11,250) 

Op. profit bef. WC changes 35,460 38,669 40,423 47,426 49,655 

Change in working capital 39,750 (57,977) (7,514) 16,077 7,823 

Tax (Including FBT) (5,205) (1,763) (6,926) (8,562) (8,754) 

Cash from operations 70,005 (21,071) 25,983 54,942 48,723 

Change in fixed assets (61,218) (29,731) (40,000) (35,000) (30,000) 

Change in investments 85,556 (246) - 10,000 10,000 

Other income 16,214 17,018 14,500 12,750 11,250 

Cash  from investments 40,552 (12,960) (25,500) (12,250) (8,750) 

Free cash flow 94,343 (51,049) (14,017) 29,942 28,723 

Change in equity capital - - - - - 

Change in borrowings (57,371) 47,884 31,000 (21,000) (21,000) 

Dividends paid (5,772) (4,549) (8,431) (11,804) (13,490) 

Interest paid (11,170) (17,996) (15,426) (13,991) (12,556) 

Others (35,876) 14,690 0 0 (0) 

Cash from financing (110,190) 40,029 7,143 (46,795) (47,046) 

Net cash flow 367 5,998 7,626 (4,103) (7,072) 

Add: opening cash as per B/S 3,424 3,790 9,789 17,415 13,312 

Closing cash balance 3,790 9,789 17,415 13,312 6,239 

Source: Company, Centrum Research Estimates 

Exhibit 4: Key Ratios 

Y/E March FY11 FY12 FY13E FY14E FY15E 

Margin Ratios (%)      

EBITDA Margin 2.4 2.5 1.7 2.2 2.4 

PBIT Margin 1.3 1.6 0.9 1.2 1.3 

PBT Margin 1.6 1.6 0.9 1.2 1.2 

PAT Margin 1.0 1.3 0.6 0.8 0.8 

Growth Ratio (%)      

Revenue 24.0 39.8 11.6 (7.9) (3.2) 

EBITDA 46.9 47.8 (23.5) 17.3 4.7 

Net Profit 2.6 73.1 (49.9) 23.6 2.2 

Return Ratios (%)      

ROCE 7.9 9.0 7.4 7.7 7.7 

ROIC 10.7 10.8 8.8 9.0 8.7 

ROE 11.4 9.1 9.0 10.8 10.7 

Turnover Ratios      

Asset turnover ratio (x) 2.7 3.2 3.3 3.2 3.2 

Avg. collection period (days) 6.1 11.0 10.1 10.1 10.1 

Avg. payment period (days) 20.3 22.0 20.9 20.7 20.6 

Per share Ratios (Rs)      

Basic EPS 21.4 18.1 18.9 23.4 23.9 

Fully diluted EPS 21.4 18.1 18.9 23.4 23.9 

Book value 194.4 206.3 213.5 220.6 225.9 

Cash earnings per share 88.6 88.4 45.0 52.0 54.8 

Dividend per share 14.0 11.0 10.0 14.0 16.0 

Gearing Ratio (x)      

Debt-equity 0.2 0.1 0.1 0.1 0.1 

Interest coverage ratio 1.7 1.9 1.4 1.9 2.2 

Valuation (x)      

P/E (Fully Diluted) 15.8 18.7 17.9 14.5 14.1 

P/BV 1.7 1.6 1.6 1.5 1.5 

EV/EBITDA 7.3 6.8 9.4 8.2 8.1 

EV/Sales 0.2 0.1 0.2 0.2 0.2 

M-cap/Sales 0.1 0.1 0.1 0.1 0.1 

Source: Company, Centrum Research Estimates 
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Appendix A 

Disclaimer 

Centrum Broking Limited (“Centrum”) is a full-service, Stock Broking Company and a member of The Stock Exchange, Mumbai (BSE) and National Stock Exchange 

of India Ltd. (NSE). Our holding company, Centrum Capital Ltd, is an investment banker and an underwriter of securities. As a group Centrum has Investment 

Banking, Advisory and other business relationships with a significant percentage of the companies covered by our Research Group.  Our research professionals 

provide important inputs into the Group's Investment Banking and other business selection processes. 

Recipients of this report should assume that our Group is seeking or may seek or will seek Investment Banking, advisory, project finance or other businesses and 

may receive commission, brokerage, fees or other compensation from the company or companies that are the subject of this material/report.  Our Company and 

Group companies and their officers, directors and employees, including the analysts and others involved in the preparation or issuance of this material and their 

dependants, may on the date of this report or from, time to time have "long" or "short" positions in, act as principal in, and buy or sell the securities or derivatives 

thereof of companies mentioned herein. Centrum or its affiliates do not own 1% or more in the equity of this company Our sales people, dealers, traders and other 

professionals may provide oral or written market commentary or trading strategies to our clients that reflect opinions that are contrary to the opinions expressed 

herein, and our proprietary trading and investing businesses may make investment decisions that are inconsistent with the recommendations expressed herein. 

We may have earlier issued or may issue in future reports on the companies covered herein with recommendations/ information inconsistent or different those 

made in this report.   In reviewing this document, you should be aware that any or all of the foregoing, among other things, may give rise to or potential conflicts of 

interest. We and our Group may rely on information barriers, such as "Chinese Walls" to control the flow of information contained in one or more areas within us, or 

other areas, units, groups or affiliates of Centrum.  Centrum or its affiliates do not make a market in the security of the company for which this report or any report 

was written.  Further, Centrum or its affiliates did not make a market in the subject company’s securities at the time that the research report was published.  

This report is for information purposes only and this document/material should not be construed as an offer to sell or the solicitation of an offer to buy, purchase or 

subscribe to any securities, and neither this document nor anything contained herein shall form the basis of or be relied upon in connection with any contract or 

commitment whatsoever. This document does not solicit any action based on the material contained herein. It is for the general information of the clients of 

Centrum. Though disseminated to clients simultaneously, not all clients may receive this report at the same time.  Centrum will not treat recipients as clients by 

virtue of their receiving this report. It does not constitute a personal recommendation or take into account the particular investment objectives, financial situations, 

or needs of individual clients. Similarly, this document does not have regard to the specific investment objectives, financial situation/circumstances and the 

particular needs of any specific person who may receive this document. The securities discussed in this report may not be suitable for all investors. The securities 

described herein may not be eligible for sale in all jurisdictions or to all categories of investors. The countries in which the companies mentioned in this report are 

organized may have restrictions on investments, voting rights or dealings in securities by nationals of other countries.   The appropriateness of a particular 

investment or strategy will depend on an investor's individual circumstances and objectives. Persons who may receive this document should consider and 

independently evaluate whether it is suitable for his/ her/their particular circumstances and, if necessary, seek professional/financial advice. Any such person shall 

be responsible for conducting his/her/their own investigation and analysis of the information contained or referred to in this document and of evaluating the 

merits and risks involved in the securities forming the subject matter of this document.  

The projections and forecasts described in this report were based upon a number of estimates and assumptions and are inherently subject to significant 

uncertainties and contingencies. Projections and forecasts are necessarily speculative in nature, and it can be expected that one or more of the estimates on which 

the projections and forecasts were based will not materialize or will vary significantly from actual results, and such variances will likely increase over time. All 

projections and forecasts described in this report have been prepared solely by the authors of this report independently of the Company. These projections and 

forecasts were not prepared with a view toward compliance with published guidelines or generally accented accounting principles. No independent accountants 

have expressed an opinion or any other form of assurance on these projections or forecasts. You should not regard the inclusion of the projections and forecasts 

described herein as a representation or warranty by or on behalf of the Company, Centrum, the authors of this report or any other person that these projections or 

forecasts or their underlying assumptions will be achieved. For these reasons, you should only consider the projections and forecasts described in this report after 

carefully evaluating all of the information in this report, including the assumptions underlying such projections and forecasts. 

The price and value of the investments referred to in this document/material and the income from them may go down as well as up, and investors may realize 

losses on any investments. Past performance is not a guide for future performance. Future returns are not guaranteed and a loss of original capital may occur. 

Actual results may differ materially from those set forth in projections. Forward-looking statements are not predictions and may be subject to change without 

notice. Centrum does not provide tax advice to its clients, and all investors are strongly advised to consult regarding any potential investment.  Centrum and its 

affiliates accept no liabilities for any loss or damage of any kind arising out of the use of this report.  Foreign currencies denominated securities are subject to 

fluctuations in exchange rates that could have an adverse effect on the value or price of or income derived from the investment. In addition, investors in securities 

such as ADRs, the value of which are influenced by foreign currencies effectively assume currency risk. Certain transactions including those involving futures, 

options, and other derivatives as well as non-investment-grade securities give rise to substantial risk and are not suitable for all investors. Please ensure that you 

have read and understood the current risk disclosure documents before entering into any derivative transactions.  

This report/document has been prepared by Centrum, based upon information available to the public and sources, believed to be reliable. No representation or 

warranty, express or implied is made that it is accurate or complete.  Centrum has reviewed the report and, in so far as it includes current or historical information, 

it is believed to be reliable, although its accuracy and completeness cannot be guaranteed.  The opinions expressed in this document/material are subject to 

change without notice and have no obligation to tell you when opinions or information in this report change. 

This report or recommendations or information contained herein do/does not constitute or purport to constitute investment advice in publicly accessible media 

and should not be reproduced, transmitted or published by the recipient. The report is for the use and consumption of the recipient only. This publication may not 

be distributed to the public used by the public media without the express written consent of Centrum. This report or any portion hereof may not be printed, sold 

or distributed without the written consent of Centrum. 

This report has not been prepared by Centrum Securities LLC. However, Centrum Securities LLC has reviewed the report and, in so far as it includes current or 

historical information, it is believed to be reliable, although its accuracy and completeness cannot be guaranteed.   

 The distribution of this document in other jurisdictions may be restricted by law, and persons into whose possession this document comes should inform 

themselves about, and observe, any such restrictions.  Neither Centrum nor its directors, employees, agents or representatives shall be liable for any damages 

whether direct or indirect, incidental, special or consequential including lost revenue or lost profits that may arise from or in connection with the use of the 

information.   

This document does not constitute an offer or invitation to subscribe for or purchase or deal in any securities and neither this document nor anything contained 

herein shall form the basis of any contract or commitment whatsoever. This document is strictly confidential and is being furnished to you solely for your 

information, may not be distributed to the press or other media and may not be reproduced or redistributed to any other person. The distribution of this report in 

other jurisdictions may be restricted by law and persons into whose possession this report comes should inform themselves about, and observe any such 

restrictions. By accepting this report, you agree to be bound by the fore going limitations. No representation is made that this report is accurate or complete. 

The opinions and projections expressed herein are entirely those of the author and are given as part of the normal research activity of Centrum Broking and are 

given as of this date and are subject to change without notice. Any opinion estimate or projection herein constitutes a view as of the date of this report and there 

can be no assurance that future results or events will be consistent with any such opinions, estimate or projection.    
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This document has not been prepared by or in conjunction with or on behalf of or at the instigation of, or by arrangement with the company or any of its directors 

or any other person. Information in this document must not be relied upon as having been authorized or approved by the company or its directors or any other 

person. Any opinions and projections contained herein are entirely those of the authors. None of the company or its directors or any other person accepts any 

liability whatsoever for any loss arising from any use of this document or its contents or otherwise arising in connection therewith. 

Centrum and its affiliates have not managed or co-managed a public offering for the subject company in the preceding twelve months.  Centrum and affiliates 

have not  received compensation from the companies mentioned in the report during the period preceding twelve months from the date of this report for service 

in respect of public offerings, corporate finance, debt restructuring,  investment banking or other advisory services in a merger/acquisition  or some other sort of  

specific transaction.   

As per the declarations given by him, Mr. Rohit Nagraj, research analyst and and/or any of his family members do not serve as an officer, director or any way 

connected to the company/companies mentioned in this report. Further, as declared by him, he has not received any compensation from the above companies in 

the preceding twelve months.  Our entire research professionals are our employees and are paid a salary.  They do not have any other material conflict of interest 

of the research analyst or member of which the research analyst knows of has reason to know at the time of publication of the research report or at the time of the 

public appearance. 

While we would endeavour to update the information herein on a reasonable basis, Centrum, its associated companies, their directors and employees are under no 

obligation to update or keep the information current. Also, there may be regulatory, compliance or other reasons that may prevent Centrum from doing so. 

Non-rated securities indicate that rating on a particular security has been suspended temporarily and such suspension is in compliance with applicable regulations 

and/or Centrum policies, in circumstances where Centrum is acting in an advisory capacity to this company, or any certain other circumstances 

Key to Centrum Investment Rankings: 

Stock to Sector Sector to Market Stock to Market 

Outperform 

Outperform Buy 

Neutral Buy 

Underperform Accumulate 

Neutral 

Outperform Neutral 

Neutral Neutral 

Underperform Neutral 

Underperform 

Outperform Reduce 

Neutral Sell 

Underperform Sell 

Accumulate:  Add on decline; Reduce: Sell on rise 

� Stock to Sector – This is the relative rating of the stock to the sector and reflects its relative attractiveness vis-à-vis other coverage stocks in the sector.  

� Sector to Market – This is the relative rating of the sector vis-à-vis the other sectors in the coverage space. This is derived based on the conviction of the 

analyst on a sector and macro view outlined in market strategy. 

� Stock to Market – The final rating on the stock is obtained as a combination of the “stock to sector” and “sector to market” view as outlined in the table above.  
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