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Transforming waste into value

Ganesha Ecosphere (GEL) is engaged in processing PET (Polyethylene Terephalate) waste
(mainly bottles) into recycled Polyester Staple Fibre (PSF) and Yarn. It has over 12 years of
experience in waste recycling and is largest player with production capacity of 87,600 mtpa,
translating into attractive economies of scale. There is a large domestic as well as overseas
market for Polyester Staple Fibre and Yarn as it finds applications in technical textiles, non
woven textiles, stuffing in comfortable and lifecycle products and yarn spinning.

Increasing PET consumption and growing acceptance of recycled products

GEL is advantageously positioned to capitalize on fast growing PET bottle segment. The
increase in disposable income with lifestyle changes supporting high growth for PET bottle.
India’s PET resign demand is around 0.5mtpa (per capita consumption of 0.4 kg compared to
global average of 2.1 kg) and is growing at around 7.5% pa. India doesn’t have the capacity
to recycle the entire available waste and the second largest player is Reliance with ~42,000
tpa capacity mainly for captive consumption of polyester waste. The rising consumption of
PET provides opportunities with government’s push for “Swachh Bharat”. The company has
strong network of 25 collection centers for PET waste sourcing. The company procures 50%
of raw material from scrap aggregators and remaining through PET dealers. It also imports
waste bottles from Middle East, Africa.

Strong positioning in regenerated Polyester fibre

The company commissioned PET recycled capacity in 1995 with attractive capital cost and
has advantage of wide product portfolio particularly in dyed fibers which is mainly supplied
by unorganized players. The early entrance in low penetrated market has helped company
to grow aggressively and capture value chain. GEL increased its PSF capacity by 121% from
39,600 mtpa in FY09 to 87,600 mtpa in 9MFY15. It has setup Greenfield capacity of 25,920
spindles to manufacture spun yarn to make value addition over PSF. The commissioning of
21,000mtpa capacity in 3QFY15 with capital expenditure of Rs1bn should add revenue of "Rs
2bn (assuming asset turn of 2x) going ahead. The new capacity has modern technology and
is expected to get better realization as quality is in par with virgin polyester.

Significant margin protection despite crude price volatility

The company has advantage over virgin fiber manufacturers in term of raw material price
volatility. The raw material price for virgin fibre is linked to the crude oil price movement,
unlike waste PET, which is priced lower. The company is able to negotiate waste price with
intermediaries who derive material from rag picker based on finished product realization.
The company benefit from higher crude price, however value chain is substantial in raw
material sourcing with four to six layers. The company is able to absorb the lower crude
price and maintain EBITDA margins in range of 10-11%.

Attractive return ratios with growth opportunities

The raw material sourcing competitiveness and economies of scale has helped the company
to capture market share. The company has grown with a CAGR in revenues of 30% to Rs 5bn
over FY09-FY14 creating niche for itself. The focus on value added products and technology
to improve realization should support margins for the company. The capital employed has
increased from Rs940mn in FY09 to Rs 3.36bn in FY14, with average RoCE of 15% and RoE of
23% in past six years. GEL has maintained growth with prudent working capital management
and net working capital remained in range of 8-10% of sales (~30 days) for FY09-14.

Valuations
At CMP of Rs 162, it is treading at 9.4x FT14 earnings and P/BV of 2x. On EV/EBITDA it is
trading at 8.2xFY14.
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KEY FINANCIALS
Rs mn FY12 FY13 FY14
Net Sales 3855 4353 4995
EBIDTA 417 471 547
Net Profit 207 241 261
EPS, Rs 13.6 15.9 17.2
PER, x 11.9 10.2 9.4
EV/EBIDTA, x 7.8 8.7 8.2
P/BV, x 2.9 2.4 2.0
ROE, % 24.6 23.8 21.2
Debt/Equity (%) 0.9 1.6 1.7

Source: PhillipCapital India Research Est.
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Company Background

Ganesha Ecosphere (GEL), formerly Ganesh Polytex, is India’s largest waste recycling
company. It is primarily engaged in the recycling of Polyethylene Terephthalate (PET)
bottles to produce Regenerated Polyester Staple Fiber (RPSF). The company recycles
more than 2.5 billion bottles annually and is one of the leading environmental
friendly companies in India. The company was incorporated in 1988 to produce
synthetic yarn at Kanpur, Uttar Pradesh, India. It diversified into the manufacture of
producing RPSF from PET bottles and plastic waste in 1995. The manufacturing plants
are located at Kanpur and Rudrapur (Uttarakhand, India). There is a significantly large
domestic as well as overseas market for Regenerated Polyester Staple Fibre as it finds
applications in the numerous areas ranging from technical textiles, non woven
textiles, stuffing in comfortable and lifecycle products and yarn spinning.

PSF uses in different segment

Strong positioning in regenerated Polyester fibre

The company commissioned PET recycled capacity in 1995 with attractive capital cost
and has advantage of wide product portfolio particularly in dyed fibers which is
mainly supplied by unorganized players. The early entrance in low penetrated market
has helped company to grow aggressively and capture value chain. It has setup
Greenfield capacity of 25920 spindles to manufacture spun yarn to make value
addition over PSF. GEL increased its PSF capacity by 121% from 39,600 mtpa in FY09
to 87,600 mtpa in 9MFY15.

Capacity addition to derive growth (mtpa) Revenue CAGR of 30% over FY09-14 (Rs mn)
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The recent commissioning of 21,000mtpa capacity in 3QFY15 with capital
expenditure of Rslbn should add revenue of ‘Rs 2bn (assuming asset turn of 2x). The
new capacity has modern technology and is expected to get better realization as
quality is in par with virgin polyester.

Increasing PET consumption and growing acceptance of recycled

products

PET is one of the fastest growing segments in plastics providing a hygienic, food
grade, durable and user friendly packaging solution for all kind of bottled drinks,
beverages, pharmaceuticals, liquor, chemicals, and other liquid products. PET bottle
waste is non bio-degradable in nature and hence, poses a threat to soil, water
sources. The recycling of PET bottle waste is promoted in EU, Japan and China and
expected to follow by other countries to save the landfill space and avoid littering.
India’s PET resign demand is around 0.5mtpa (per capita consumption of 0.4 kg
compared to global average of 2.1 kg) and is growing at around 7.5%. This headroom
and market size is helping create an attractive industry opportunity. There is also a
growing optimism due to the increasing use of recycled polyester fibre by several
global brands derived from growing environment responsibility

The Company sources raw material from over 25 pan-Indian waste collection centers
and 6 marketing offices pan-India on the other. GEL procures 50% of raw material
from aggregators and remaining through dealers with north region accounting
around 60% while south is 40%. It also imports waste bottles from Middle East,
Africa.

Raw material sourcing chain - flexibility in absorbing crude volatility

50% RM supply

Buy 50% RM

Aggregators (all material)

Rag Picker - collect all type of waste

Significant margin protection despite crude price volatility

The company also has advantage over virgin fiber manufacturers in term of raw
material price volatility. The raw material price for virgin fibre is linked to the crude
oil price movement, unlike waste PET, which is priced lower. The company is able to
negotiate waste price with intermediaries who derive material from rag picker based
on finished product realization. The company benefit from higher crude price,
however value chain is substantial in raw material sourcing with four to six layers.
The company is able to absorb the lower crude price and maintain EBITDA margins in
range of 10-11%.
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EBITDA and Margin trend, resilience with crude volatility Raw material cost trend
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Attractive return ratios with growth opportunities

The company has grown with a CAGR in revenues of 30% to Rs 5bn over FY09-FY14
creating niche for itself. The focus on value added products and technology to
improve realization should support margins for the company. The raw material
competitiveness and economies of scale has helped the company to capture market
share. The capital employed has increased from Rs940mn in FY09 to Rs 3.36bn in
FY14, with average RoCE of 15% and RoE of 23% in past six years. GEL has maintained
growth with prudent working capital management and net working capital in range of
8-10% of sales (~30 days).

Attractive asset turnover and healthy leverage despite strong growth  Net working capital trend
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Balance Sheet

Y/E Mar, Rs mn FY11 FY12 FY13 FY14 Y/E Mar, Rs mn FY11 FY12 FY13 FY14
Sale of Products 2938 3889 4354 5000 No of shares 15.18 15.18 15.18 15.18
Other Operating Revenue 2 3 2 7 FV 10 10 10 10
Total Revenue 2940 3892 4356 5007 Share Capital 182 197 157 152
Less: Excise duty 25 37 3 12 Reserve & Surplus 404 643 857 1080
Net Income 2915 3855 4353 4995 Shareholders fund 586 840 1014 1232
RM consumed 1958 2718 2839 3301 Money received against warrants 27 0 0 16
Purchase of Stock in trade 26 8 45 163 Long term Loan 384 360 1068 1251
Stock adjustments -65 -115 85 -58 Other Long Term Loan 2 4 30 35
Total RM 1919 2611 2969 3406 ST borrowings 284 414 538 765
% of Sales 65.8% 67.7% 68.2% 68.2% Total 670 778 1636 2051
Employee Cost 114 166 199 248 Deferred Tax 44 50 50 66
Other Expenditure 533 661 714 794 Total Capital Employed 1326 1668 2700 3365
Total Expenditure 2566 3438 3882 4447 Gross Fixed Assets 1304 1524 1610 2727
EBITDA 349 417 471 547 Depreciation 307 385 582 703
EBITDA margins (%) 12.0% 10.8% 10.8% 11.0% Tangible Assets 916 1028 1028 2024
Depreciation 89.0 1099 1146 1256 Intangible Assets 1 1 2 2
EBIT 259.9 307.0 356.5 421.8 CWIP 13 52 848 596
Interest 74.1 110.3 102.6 158.6 Investments 38 79 109 173
Other Income 14.7 17.0 10.7 15.5 Current Assets 719 1007 1229 1316
PBT 200.5 213.7 264.7 278.8 Inventories 326 473 391 607
Tax 20.4 6.7 235 17.7 Trade Receivables 254 311 344 392
% of tax 10.2% 3.1% 8.9% 6.4% Cash 77 102 256 193
Current 419 42.8 53.0 55.2 Loans and Advance 35 80 173 78
Deferred 0.3 6.7 -0.4 15.6 Other Current asset 28 41 66 45
Other adjustments 219 428 -291  -53.0 Current Liabilities 362 498 516 746
PAT 180.1 207.0 241.2 261.1 Trade Payable 76 155 152 282
margins 6.2% 5.4% 5.5% 5.2% Other current liabilities 221 277 317 416
Extraordinary 0.0 0.0 0.0 -15.6 Provisions 66 66 47 49
PAT- Reported 180.1 207.0 241.2 2454 Net Working liability 357 508 714 570

Capital Employed 1326 1668 2700 3365

Source: Company, PhillipCapital India Research Estimates
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Disclosures and Disclaimers

PhillipCapital (India) Pvt. Ltd. has three independent equity research groups: Institutional Equities, Institutional Equity Derivatives and Private Client Group. This report has been prepared by
Institutional Equities Group. The views and opinions expressed in this document may or may not match or may be contrary at times with the views, estimates, rating, target price of the other
equity research groups of PhillipCapital (India) Pvt. Ltd.

This report is issued by PhillipCapital (India) Pvt. Ltd. which is regulated by SEBI. PhillipCapital (India) Pvt. Ltd. is a subsidiary of Phillip (Mauritius) Pvt. Ltd. References to "PCIPL" in this report
shall mean PhillipCapital (India) Pvt. Ltd unless otherwise stated. This report is prepared and distributed by PCIPL for information purposes only and neither the information contained herein
nor any opinion expressed should be construed or deemed to be construed as solicitation or as offering advice for the purposes of the purchase or sale of any security, investment or
derivatives. The information and opinions contained in the Report were considered by PCIPL to be valid when published. The report also contains information provided to PCIPL by third
parties. The source of such information will usually be disclosed in the report. Whilst PCIPL has taken all reasonable steps to ensure that this information is correct, PCIPL does not offer any
warranty as to the accuracy or completeness of such information. Any person placing reliance on the report to undertake trading does so entirely at his or her own risk and PCIPL does not
accept any liability as a result. Securities and Derivatives markets may be subject to rapid and unexpected price movements and past performance is not necessarily an indication to future
performance.

This report does not have regard to the specific investment objectives, financial situation and the particular needs of any specific person who may receive this report. Investors must undertake
independent analysis with their own legal, tax and financial advisors and reach their own regarding the appropriateness of investing in any securities or investment strategies discussed or
recommended in this report and should understand that statements regarding future prospects may not be realized. In no circumstances it be used or considered as an offer to sell or a
solicitation of any offer to buy or sell the Securities mentioned in it. The information contained in the research reports may have been taken from trade and statistical services and other
sources, which we believe are reliable. PhillipCapital (India) Pvt. Ltd. or any of its group/associate/affiliate companies do not guarantee that such information is accurate or complete and it
should not be relied upon as such. Any opinions expressed reflect judgments at this date and are subject to change without notice

Important: These disclosures and disclaimers must be read in conjunction with the research report of which it forms part. Receipt and use of the research report is subject to all aspects of
these disclosures and disclaimers. Additional information about the issuers and securities discussed in this research report is available on request.

Certifications: The research analyst(s) who prepared this research report hereby certifies that the views expressed in this research report accurately reflect the research analyst’s personal
views about all of the subject issuers and/or securities, that the analyst have no known conflict of interest and no part of the research analyst’s compensation was, is or will be, directly or
indirectly, related to the specific views or recommendations contained in this research report. The Research Analyst certifies that he /she or his / her family members does not own the stock(s)
covered in this research report.

Independence/Conflict: PhillipCapital (India) Pvt. Ltd. has not had an investment banking relationship with, and has not received any compensation for investment banking services from, the
subject issuers in the past twelve (12) months, and PhillipCapital (India) Pvt. Ltd does not anticipate receiving or intend to seek compensation for investment banking services from the subject
issuers in the next three (3) months. PhillipCapital (India) Pvt. Ltd is not a market maker in the securities mentioned in this research report, although it or its employees, directors, or affiliates
may hold either long or short positions in such securities. PhillipCapital (India) Pvt. Ltd may not hold more than 1% of the shares of the company(ies) covered in this report.

Suitability and Risks: This research report is for informational purposes only and is not tailored to the specific investment objectives, financial situation or particular requirements of any
individual recipient hereof. Certain securities may give rise to substantial risks and may not be suitable for certain investors. Each investor must make its own determination as to the
appropriateness of any securities referred to in this research report based upon the legal, tax and accounting considerations applicable to such investor and its own investment objectives or
strategy, its financial situation and its investing experience. The value of any security may be positively or adversely affected by changes in foreign exchange or interest rates, as well as by
other financial, economic or political factors. Past performance is not necessarily indicative of future performance or results.

Sources, Completeness and Accuracy: The material herein is based upon information obtained from sources that PCIPL and the research analyst believe to be reliable, but neither PCIPL nor the
research analyst represents or guarantees that the information contained herein is accurate or complete and it should not be relied upon as such. Opinions expressed herein are current
opinions as of the date appearing on this material and are subject to change without notice. Furthermore, PCIPL is under no obligation to update or keep the information current.

Copyright: The copyright in this research report belongs exclusively to PCIPL. All rights are reserved. Any unauthorized use or disclosure is prohibited. No reprinting or reproduction, in whole or
in part, is permitted without the PCIPL’s prior consent, except that a recipient may reprint it for internal circulation only and only if it is reprinted in its entirety.

Caution: Risk of loss in trading in can be substantial. You should carefully consider whether trading is appropriate for you in light of your experience, objectives, financial resources and other
relevant circumstances.

For U.S. persons only: This research report is a product of PhillipCapital (India) Pvt Ltd. 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 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 by PhillipCapital (India) Pvt Ltd. only 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,
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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
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