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March 23, 2023 

Oil & Gas 

PNGRB revises Gail’s integrated pipeline tariff… 

The Petroleum and Natural Gas Regulatory Board (PNGRB) has hiked the Integrated 

Natural Gas Pipeline (INGPL) tariff of Gail to | 58.61/mmbtu (on a GCV basis) with 

effect from April 1, 2023. This revision is a 45% hike in tariff from current prices. Total 

10 pipelines have been considered as a single integrated entity by PNGRB for tariff 

revision and have been granted an economic life up to 2049. Newer pipelines such 

as JHBDPL have been provided with 10 years utilisation ramp up period. Thus, INGPL 

is expected to reach its peak volume of 131.6 mmscmd (75% utilisation of 175.5 

mmscmd design capacity by 2034). In spite of this tariff hike, the impact on 

downstream companies like CGDs is likely to be limited (around | 0.5-0.6/scm). 

Tariff hike to improve Gail’s transmission revenue 

• The tariff submitted by Gail was | 68.55/mmbtu whereas the tariff 

determined by PNGRB was at | 58.61/mmbtu (in line with PNRGB’s earlier 

proposed tariff of | 60.92/mmbtu) 

• Gail submitted the following directly inter-connected pipelines as an 

Integrated Natural Gas Pipeline for enlistment by the Board and for the 

purpose of tariff 

Sr No Integrated Natura l Gas  P ipe line Network

1 Hazira-Vijaipur-Jagdishpur-GREP-Dahej-Vijaipur

2 DVPL-GREP Capacity augmentation

3 Dahej-Uran-Panvel-Dhabol

4 Dabhol-Bangalore

5 Chhainsa-Jhajjar-Hissar

6 Dadri-Bawana-Nangal

7 Jagdishpur-Haldia-Bokaro-Dhamra

8 Baroda Sub Network (Gujarat Natural Gas Pipeline Network)

9 Uran Thal Usar Sub Network (Mumbai Regional Network)

10 Trombay Sub Network (Mumbai Regional Network)

Source: PNGRB, ICICI Direct Research 

• For the purpose of determination of this tariff, PNGRB has considered the 

economic life of INGPL up to March 31, 2049. The applicable capacity 

utilisation in the first year of operation is 30%, which would be ramped up 

to 100% from the tenth year onwards 

• The year wise capacity of INGPL pipeline for determination of tariff from 

FY23-24 onwards is as follows: 

Year Capacity (mmscmd)

FY24 159

FY25 161

FY26 162

FY27 163

FY28 165

FY29 167

FY30 170

FY31 172

FY32 174

FY33 175

FY34 onwards 175

Source: PNGRB, ICICI Direct Research 

Particulars 

P articular Amount

Market Capitalization (| Crore) 68,381.1 

Total Debt (FY22) (| Crore) 6,598.5 

Cash and Investments (FY22)  (| Crore)2,085.0        

EV (| Crore) 72,894.6 

52 week H/L 116/ 83

Equity capital (| Crore) 6,575.1 

Face value (|) 10.0 

Price Chart 

Recent event & key risks 

• Key Risk: (i) Lower than 

expected volume growth (ii) 

Increase in gas prices 
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Sector Update | Oil & Gas 

Valuation and Outlook 

Post this tariff hike, we estimate ~15% increase in FY25 EPS at | 12.3. We maintain 

our BUY rating on the company with a target price of | 120 based on SoTP. 

 

Exhibit 1: Valuation 
 

Segments

Enterprise 

Value(|Crore)

| per

share 

% of

SOTP
Method

Transmiss ion Bus iness

Natural Gas Transmission 25257.4 38 32 DCF

LPG Transmission 5214.1 8 7 DCF

Value of  transmiss ion bus iness 30471. 5 46 39

Other Bus inesses

Natural Gas Trading 23126.1 35 29 ~7x FY25E EV/EBITDA

Petrochemicals 3141.7 5 4 4x FY25E EV/EBITDA

LPG and Liquid Hydrocarbons 10930.4 17 14 ~7x FY25E EV/EBITDA

Value of  Other Bus inesses 37198. 1 57 47

Inves tments

Quoted 14653.9 22 19 30% discount to CMP

Unquoted 5335.9 8 7

Value of  Inves tments 19989. 8 30 25

Firm Value 87659. 4 133 111

Less: Net Debt -8725.7 -13 -11

Equity Value 78933. 7 120. 0 100
 

Source: Company, ICICI Direct Research 
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Sector Update | Oil & Gas 

Exhibit 2: Profit and loss statement                                   | crore 

(Year-end March) FY22 FY23E FY24E FY25E

Revenue 91626. 5 147276. 4 152820. 4 133223. 1

Growth (%) 61.5 60.7 3.8 -12.8

(Inc.) / Dec stock in trade -326.8 -3216.0 0.0 0.0

Raw material Costs 5044.0 6010.1 8025.4 8391.9

Purchase of trading goods 66064.9 128879.3 126980.1 106621.7

Employee Costs 1706.2 1731.4 1817.9 1908.8

Other Expenditure 5309.1 5555.8 5260.5 4829.8

Op. Expenditure 77797.5 138960.6 142083.9 121752.2

EBITDA 13829. 0 8315. 8 10736. 5 11470. 9

Growth (%) 114.6 -39.9 29.1 6.8

Depreciation 2111.2 2381.4 2425.0 2425.0

EBIT 11717.9 5934.4 8311.5 9045.9

Interest 174.4 282.2 289.6 289.6

Other Income 2046.9 2297.5 2030.0 2030.0

PBT 13590.3 7949.7 10051.9 10786.4

Growth (%) 112.8 -41.5 26.4 7.3

Tax 3226.3 1788.1 2533.1 2718.2

Reported P AT 10364. 0 6161. 7 7518. 8 8068. 2

Growth (%) 111.9 -40.5 22.0 7.3

EP S 23. 3 9. 4 11. 4 12. 3
 

Source: Company, ICICI Direct Research 

Exhibit 3: Cash flow statement                            | crore 

(Year-end March) FY22 FY23E FY24E FY25E

Profit after Tax 10,364.0 6,161.7 7,518.8 8,068.2

Add: Depreciation 2,111.2 2,381.4 2,425.0 2,425.0

Add: Others 265.1 150.0 150.0 150.0

Cash Profit 8,743.8 4,490.9 7,037.7 7,587.0

Increase/(Decrease) in CL 2,880.4 4,601.4 2,808.5 -3,165.9

(Increase)/Decrease in CA -5,458.9 -3,648.2 -512.0 2,036.6

CF f rom Operating Activ it ies  10161. 7 9646. 3 12390. 3 9513. 8

Purchase of Fixed Assets 6,562.1 8,085.4 8,250.0 7,953.0

(Inc)/Dec in Investments -2,397.1 -602.9 -500.0 0.0

Others 0.0 0.0 0.0 0.0

CF f rom Inves ting Activ it ies  -8, 959. 2 -8, 688. 3 -8, 750. 0 -7, 953. 0

Inc/(Dec) in Loan Funds 909.0 1,500.0 1,150.0 3,300.0

Less: Dividend Paid 3,996.4 4,202.2 3,056.1 3,056.1

Inc/(Dec) in Sh. Cap. & Res. 2,608.0 -57.0 0.0 0.0

Others 0.0 0.0 0.0 0.0

CF f rom f inancing activ it ies  -479. 4 -2, 759. 1 -1, 906. 1 243. 9

Change in cash Eq. 723.1 -1,801.1 1,734.2 1,804.7

Op. Cash and cash Eq. 1,361.9 2,085.0 283.9 2,018.1

Cl.  Cash and cash Eq.  2, 085. 0 283. 9 2, 018. 1 3, 822. 7
 

Source: Company, ICICI Direct Research 

 

Exhibit 4: Balance Sheet                                                    | crore 

(Year-end March) FY22 FY23E FY24E FY25E

Source of  Funds

Equity Capital 4,440.4 6,575.1 6,575.1 6,575.1

Preference capital 0.0 0.0 0.0 0.0

Reserves & Surplus 51,146.4 50,914.2 55,377.0 60,389.0

Shareholder's Fund 55,586.8 57,489.3 61,952.1 66,964.1

Loan Funds 6,598.5 8,098.5 9,248.5 12,548.5

Deferred Tax Liability 4,767.3 4,917.3 5,067.3 5,217.3

Minority Interest 0.0 0.0 0.0 0.0

Source of  Funds 66952. 6 70505. 1 76267. 8 84729. 9

Application of  Funds

Gross Block 51,129.7 57,479.7 64,729.7 71,979.7

Less: Acc. Depreciation 11,348.7 13,494.7 15,919.6 18,641.6

Net Block 39,781.0 43,985.0 48,810.1 53,338.1

Capital WIP 13,071.3 14,571.3 15,571.3 16,571.3

Total Fixed Assets 52,852.3 58,556.3 64,381.4 69,909.4

Investments 12,120.9 12,723.8 13,223.8 13,223.8

Inventories 3,015.2 4,842.0 5,024.2 4,379.9

Debtor 8,366.0 10,087.4 10,467.1 9,124.9

Cash 2,085.0 283.9 2,018.1 3,822.7

Loan & Advance, Other CA 7901.1 8001.1 7951.1 7901.1

Total Current assets 21367.3 23214.4 25460.6 25228.7

Current Liabilities 17877.7 22192.3 25121.2 21899.7

Provisions 1510.3 1797.1 1676.8 1732.3

Total CL and Provisions 19388.0 23989.4 26797.9 23632.0

Net Working Capital 1979.4 -775.0 -1337.3 1596.7

Miscellaneous expense 0.0 0.0 0.0 0.0

Application of  Funds 66952. 6 70505. 1 76267. 8 84729. 9
 

Source: Company, ICICI Direct Research 

 

Exhibit 5: Key ratios 

(Year-end March) FY22 FY23E FY24E FY25E

P er share data  (₹)

Book Value 125.2 87.4 94.2 101.8

Cash per share 4.7 0.4 3.1 5.8

EPS 23.3 9.4 11.4 12.3

Cash EPS 28.1 13.0 15.1 16.0

DPS 10.0 5.5 4.0 4.0

P rof itabil ity  & Operating Ratios

EBITDA Margin (%) 15.1 5.6 7.0 8.6

PAT Margin (%) 11.3 4.2 4.9 6.1

Fixed Asset Turnover (x) 1.7 2.5 2.4 1.9

Inventory Turnover (Days) 12.0 12.0 12.0 12.0

Debtor (Days) 33.3 25.0 25.0 25.0

Current Liabilities (Days) 71.2 55.0 60.0 60.0

Return Ratios  (%)

RoE 18.6 10.7 12.1 12.0

RoCE 18.8 9.0 11.7 11.4

RoIC 19.5 9.1 12.0 12.0

Valuation Ratios  (x)

PE 4.5 11.1 9.1 8.5

Price to Book Value 0.8 1.2 1.1 1.0

EV/EBITDA 3.7 9.2 7.0 6.7

EV/Sales 0.6 0.5 0.5 0.6

L everage & Solvency Ratios

Debt to equity (x) 0.1 0.1 0.1 0.2

Interest Coverage (x) 67.2 21.0 28.7 31.2

Debt to EBITDA (x) 0.5 1.0 0.9 1.1

Current Ratio 1.1 1.0 1.0 1.1

Quick ratio 0.9 0.8 0.8 0.9
 

Source: Company, ICICI Direct Research 
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RATING RATIONALE 

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

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

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

as the analysts' valuation for a stock 

Buy: >15%  

Hold: -5% to 15%; 

Reduce: -15% to -5%; 

Sell: <-15% 

 

 

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

 
 

ICICI Direct Research Desk, 

ICICI Securities Limited, 

1st Floor, Akruti Trade Centre, 

Road No 7, MIDC, 

Andheri (East) 

Mumbai – 400 093 
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ANALYST CERTIFICATION 

I/We, Harshal Mehta, MTech (Biotech), Payal Shah, MMS, Research Analysts, authors and the names subscribed to this report, hereby certify that all of the views expressed in this research 

report accurately reflect our views about the subject issuer(s) or securities. We also certify that no part of our compensation was, is, or will be directly or indirectly related to the specific 

recommendation(s) or view(s) in this report. It is also confirmed that above mentioned Analysts of this report have not received any compensation from the companies mentioned in the report 

in the preceding twelve months and do not serve as an officer, director or employee of the companies mentioned in the report. 

Terms & conditions and other disclosures:  

ICICI Securities Limited (ICICI Securities) is a full-service, integrated investment banking and is, inter alia, engaged in the business of stock brokering and distribution of financial products. 

ICICI Securities is Sebi registered stock broker, merchant banker, investment adviser, portfolio manager and Research Analyst. ICICI Securities is registered with Insurance Regulatory Development Authority of India Limited (IRDAI) 

as a composite corporate agent and with PFRDA as a Point of Presence. ICICI Securities Limited Research Analyst SEBI Registration Number – INH000000990. ICICI Securities Limited SEBI Registration is INZ000183631 for stock 

broker. ICICI Securities is a subsidiary of ICICI Bank which is India’s largest private sector bank and has its various subsidiaries engaged in businesses of housing finance, asset management, life insurance, general insurance, venture 

capital fund management, etc. (“associates”), the details in respect of which are available on www.icicibank.com.  

 

ICICI Securities is one of the leading merchant bankers/ underwriters of securities and participate in virtually all securities trading markets in India. We and our associates might have investment banking and other business relationship 

with a significant percentage of companies covered by our Investment Research Department. ICICI Securities and its analysts, persons reporting to analysts and their relatives are generally prohibited from maintaining a financial 

interest in the securities or derivatives of any companies that the analysts cover. 

 
Recommendation in reports based on technical and derivative analysis centre on studying charts of a stock's price movement, outstanding positions, trading volume etc as opposed to focusing on a company's fundamentals and, as 

such, may not match with the recommendation in fundamental reports. Investors may visit icicidirect.com to view the Fundamental and Technical Research Reports. 

 

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

 

ICICI Securities Limited has two independent equity research groups: Institutional Research and Retail Research. This report has been prepared by the Retail Research. 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 Institutional Research. 

 
The information and opinions in this report have been prepared by ICICI Securities and are subject to change without any notice. The report and information contained herein is strictly confidential and meant solely for the selected 

recipient and may not be altered in any way, transmitted to, copied or distributed, in part or in whole, to any other person or to the media or reproduced in any form, without prior written consent of ICICI Securities. While we would 

endeavour to update the information herein on a reasonable basis, ICICI Securities is under no obligation to update or keep the information current. Also, there may be regulatory, compliance or other reasons that may prevent ICICI 

Securities 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 ICICI Securities pol icies, in 

circumstances where ICICI Securities might be acting in an advisory capacity to this company, or in certain other circumstances.  

 

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 customers 

simultaneously, not all customers may receive this report at the same time. ICICI Securities will not treat recipients as customers by virtue of their receiving this report. Nothing in this report constitutes investment, legal, accounting 

and tax advice or a representation that any investment or strategy is suitable or appropriate to your specific circumstances. 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. This may not be taken in substitution for the exercise of independent judgment by any recipient. 

The recipient should independently evaluate the investment risks. The value and return on investment may vary because of changes in interest rates, foreign exchange rates or any other reason. ICICI Securities accepts no liabil ities 

whatsoever for any loss or damage of any kind arising out of the use of this report. Past performance is not necessarily a guide to future performance. Investors are advised to see Risk Disclosure Document to understand the risks 

associated before investing in the securities markets. 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.  

 

ICICI Securities or its associates might have managed or co-managed public offering of securities for the subject company or might have been mandated by the subject company for any other assignment in the past twelve months.  

 

ICICI Securities or its associates might have received any compensation from the companies mentioned in the report during the period preceding twelve months from the date of this report for services in respect of managing or co-

managing public offerings, corporate finance, investment banking or merchant banking, brokerage services or other advisory service in a merger or specific transaction.  

 

ICICI Securities or its associates might have received any compensation for products or services other than investment banking or merchant banking or brokerage services from the companies mentioned in the report in the past 

twelve months. 

 

 

ICICI Securities encourages independence in research report preparation and strives to minimize conflict in preparation of research report. ICICI Securities or its associates or its analysts did not receive any compensation or other 

benefits from the companies mentioned in the report or third party in connection with preparation of the research report. Accordingly, neither ICICI Securities nor Research Analysts and their relatives have any material conflict of 

interest at the time of publication of this report.  

 

Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.  

 

ICICI Securities or its subsidiaries collectively or Research Analysts or their relatives do not own 1% or more of the equity securities of the Company mentioned in the report as of the last day of the month preceding the publication of 

the research report.  

 

Since associates of ICICI Securities and ICICI Securities as a entity are engaged in various financial service businesses, they might have financial interests or actual/ beneficial ownership of one percent or more or other material 
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Neither the Research Analysts nor ICICI Securities have been engaged in market making activity for the companies mentioned in the report.  
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