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We attended GAIL’s analyst meet on Thursday.
During the interaction, the management
highlighted that the revised integrated tariff of
¥58.61/mmbtu is a positive for the company and is
likely to resultin its gas transmission segment
annual revenue increasing by 2,000 crore to
around ¥8,000 crore at Q3-FY23 volume of
104mmemd, and rising further to over 9,000
crore in FY24 assuming gas transmission volume
jumpsto 120mmemd.

The management expects the government to
accept the Kirit Parikh committee
recommendations before March. It confirmed that
gas supply from Gazprom was being restored
gradually and guided for transmission volume of
120mmcmd in FY24 and growth of 5 per cent
CAGR thereafter. It also guided for gas trading
EBITDA of 3,500 crore in FY24 and said over 50
per cent of US LNG volume had been soldin India
back-to-back on US HH (Henry Hub) benchmark.
On the petchem front, the management disclosed
that the Pata petchem plant was operating at 100
per cent utilisation and reiterated its aggressive
capex plans on the petchem business.

We have raised our FY24-25 EBITDA by about 4 per
cent to account for the revised gas pipeline tariff
and higher petchem utilisation; our TP has been
revised to ¥125 (from ¥120).
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REGULATOR'S HIKE in integrated tariff by 47% to raise operating profit by
15-18% for FY24; softening spot LNG to aid transmission volumes

GAIL Gets a Tariff Pipeline to
Higher Profits and a Hot Stock

Ashutosh.Shyam
@timesgroup.com

ET Intelligence Group: The ear-
nings prospects of GAIL (India)are

expected to improve after the up-

ward revision in integrated pipeli-
ne tariff by the country’s gas regu-
lator. The stock has gained more
than 10% over the past month on ex-
pectations of higher tariffs.

An integrated tariff means custo-
mers will be charged the same rate
for 10 pipelines. Earlier there was a
separate tariff for each pipeline ba-
sed on the capital expenditure (ca-
pex)and the utilisation rate.

The Petroleum and Natural Gas
Regulatory Board (PNGRB) has in-
creased the integrated tariff by
47% to ¥58.6 per million British
thermal units (inmBtu) compared
with the FY22 level. It covers 10 pi-
peline networks including Hazira-
Vijaipur, DVPL-GREP, and Dahej-
Uran. The new tariff would be ef-
fective from April 1.

GAIL reported a gas transmission
volume of 107 million standard cu-
bic meters per day (mmscmd) in the
first nine months of FY23. Based on
that, the new tariff would result in
incremental revenue of more than
¥2,000 crore and operating profit
(Ebitda)of over?1,300crore. The pro-
jected Ebitda for FY24 may be upgra-
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ded by 15-18% once the analysts take
intoaccount the new tariff.

The blended tariff for gas trans-
mission has been in the range of
242-43/mmBtu in the past two ye-
ars. GAIL'stransmission volume is
likely to recover amid softening
spot LNG prices, with nearly 4
mmsemd  incremental  volume
from fertiliser plants in Sindri and

Barauniand about 3 mmsemd volu-
me from the city gas distribution
segment.

Inarecentanalyst meeting, GAIL's
management guided for a transmis-
sion volume of 120 mmscemd in the
next fiscal year and an annual
growth of 5% thereafter: If the com-
pany delivers more than 120
mmsemd of transmission volume, it
would mark arecord.

The company’s revenue increases
by around 790 crore for each incre-
mental mmsemd of gas transmis-
sion. There may also be further ta-
riff improvement if the gasregula-
tor considers new gas prices based
on the Kirit Parekh committee re-
commendations for domestic gas.
The gas transmission segment ac-
counts for about 30-60% of GAIL's
operating profit (Ebit).

At Thursday's closing price of
Z105.1on the BSE, the stock was tra-
ded at aone-year forward price-ear-
nings (P/E) multiple of nine. The
company’s valuation has dropped
significantly compared with the
long-term average P/E of 11 after
the extent of the tariff increase in
2019 disappointed investors. The
stock may once again appeal to in-
vestors given the latest tariff revi-
sion, improving gas volumes and a
rising share of the utility business
where the company receivesafixed
pre-tax returnonequity.



ECONOMIC TIMES, Delhi, 24.3.2023

Page No. 12, Size:(9.80)cms X (10.19)cms.

T e e e e e e e e e e n

‘Former Gazprom Unit to
Resume GAIL LNG Supply’

Our Bureau

New Delhi: A formerunitof Russia's Gaz-
prom is resuming liquefied natural gas
(LNG) supply to GAIL after suspending it
last year, Rameswar Teli, minister of sta-
te, petroleum & natural gas, has said.

SEFE Marketing and Trading Singapo-
re (SMTS), formerly Gazprom Marketing
and Trading Singapore (GMTS), has “in-
formed that they shall be able to supply
two cargoes in March 2023 and two in
April 2023,” Teli told parliament.

SEFE cited force majeure and suspen-
ded supplies to GAIL last May after the
outbreak of war in Ukraine. The war dee-
pened the global energy crisis, sending
gas prices torecord high levels, with LNG
cargoes going to the highest bidders. Glo-
bal LNG prices are now near normal.

“In its annual delivery plan and in their
latest communications, (SMTS) have ma-
intained their alleged force majeure stan-
ce citing various reasons such as Russian
sanctions on its LNG source/portfolio
and mandate from German authorities
(BnetzA)for ensuring energy security for
Europe for their inability to deliver LNG

@ NBOUND SHIPMENTS

o SMTS has informed
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twoinApril 2023

RAMESWARTELI

MoS, Petroleum & Natural Gas

cargoes,” Telisaid.

SMTS still maintains its force majeure
stance but has offered to supply four car-
goes to GAIL, he said.

GAIL has a 20-year deal with GMTS for
purchase of 2.5 million tonnes of LNG
annually orabout36 cargoes. “In view of
limitation in supply of LNG carried out
by GMTS, GAIL had imposed certain
supply regulations onregasified liquefi-
ed natural gas to downstream custo-
mers from mid-July 2022 to mid-March
2023," Teli said.
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LNG: Former Gazprom unit
commits 4 cargoes to India

SMTS says cargoes will be delivered by end of April

OUR CORRESPONDENT

NEW DELHI: A former unit of
Russian energy giant Gazprom
will supply 4 shiploads of LNG
to state-owned GAIL (India)
Ltd for the first time since it
halted supplies in May last year,
Union minister Rameswar Teli
said on Thursday.

Sefe Marketing and Trading
Singapaore Pte Ltd (SMTS), erst-
while Gazprom Marketingand
Trading Singapore Pte Ltd, will
“supply two cargoes in March
2023 and two in April 2023
Minister of State for Petroleum
and Natural Gas Rameswar Teli
said in a written reply to a ques-
tion in LokSabha.

GAIL had in 2012 signed
a 20-vear deal with Gazprom
Marketing and Trading Singa-
pore (GMTS) to buy 2.85 mil-
lion tonnes per annum of LNG.
Supplies started in 2018 and
the full volume was to reach
in 2023.

GMTS had signed the deal
on behalf of Gazprom. GMTS
was moved to Gazprom Ger-
mania and in early April, Gaz-
prom gave up the ownership
of the German unit without
giving a reason and placed
parts of it under Russian
sanctions.

This followed West slapping
sanctions on Russia for its Feb-

Sefe Marketing and Trading Singapore
Pte Ltd (SMTS), erstwhile Gazprom
Marketing and Trading Singapore Pte Ltd,
will ‘supply two cargoes in March 2023
and two in April 2023, MoS for Petroleum
and Natural Gas Rameswar Teli said

ruary 24 invasion of Ukraine.

It invoked force majeure
and stopping supplies from
June 2023.

Sefe, formerly GMTS, “in
its Annual Delivery Plan and
in their latest communications
have maintained their alleged
force majeure stance citing var-
ious reasons such as Russian

sanctions on its LNG source/
portfolio and mandate from
German authorities (BnetzA)
for ensuring energy security
for Europe for their inability to
deliver LNG cargoes”, the min-
ister said.

However, “while SMTS
maintains its force majeure
stance, as on date SM'TS has

informed that they shall be
able to supply two cargoes
(shipload) in March 2023
and two in April 2023, Teli
added.

To mitigate the shortfall
in Russian supplies, GAIL
imposed supply cuts to users
from mid-July 2022 to mid-
March 2023, he said.

“These regulations were
within the contract executed
by GAIL, he said. “In order to
meet the shortage, GAIL had
sourced spot LNG volumes
from domestic/international
market and also partially/fully
stopped its petrochemical com-
plex at PATA plant for fulfilling
supply obligations to the cus-
tomers,” the minister said.

Under the deal, GMTS
was to progressively increase
supplies to GAIL. It shipped
2 million tonnes of LNG in
2021 and was to supply 2.5
million tonnes or a minimum
of 36 cargoes in calendar year
2022,

The full volume of 2.85 mil-
lion tonnes is to be reached in
2023.

GAIL received one cargo of
LNG in June 2022 and nothing
after that. Company officials
said Sefe was supplying cargoes
from its non-Russian portfolio
in Egypt, United Arab Emirates
and the United States.
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In order to raise awareness about environment and biodiversity,
the Consulate General of India here screened the film
‘Interactions’, produced under the auspices of the United Nations
with integration of GAIL (Indiu) Limited. The screening was done
on Thursday in the presence of Indra Mani Pundey, Ambassador
& Permunent Representative of India to the United Nations and
Sunil A Achaya, Consul General of India at Geneva as part of the
*‘Azadi ka Amrit Mahotsav’ celebrations.
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