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Higher realization driven by high crude oil prices

m Qil India (OINL) reported lower-than-estimated EBITDA at INR18.5b (+102%
Bloomberg OINLIN YoY) in 2QFY23. Oil and Gas sales volumes were in line with our estimates at
Equity Shares (m) 1,130 0.78mmt and 0.66bcm, respectively, for 2QFY23. Net oil realization, after
M.Cap.{INRb)/(USDb) 2144/2.7 accounting for the impact of windfall tax came in at USD76.8/bbl (our est.
>2-Week Range (INR) 306 /168 USD73.2/bbl) for the quarter fueled by high crude oil prices (up 45% YoY).
1,6, 12 Rel. Per (%) 325112 g Although Brent prices have cooled-off from its peak of ~USD120/bbl in Jun’22
12M Ave Val (INR M) 61> to ~USD95/bbl currently, we expect crude prices to remain elevated amid

ongoing geopolitical concerns and active production management by OPEC+.
m The levy of windfall tax by the center with fortnightly revision had raised

Financials & Valuations (INR b)

Y/E march FY22 FY23E FY24E o )

Sales 1453 2043 203.9 concerns on the realizations of upstream companies. However, the

EBITDA 53.7 102.5 99.8 government has adjusted windfall taxes in line with crude oil fluctuations, as
Adj. PAT 389 691 722 mentioned in our earlier report. We expect OINL to at least enjoy

Adj. EPS (INR) 344 612 63.8 o . .

EPS Gr. (%) 775 779 44 realizations of USD75/bbl after impact of windfall taxes.

BV/Sh.(INR) 264.4 300.3 337.6 M OINL guides for the growth in production; oil production is expected to be
Ratios ~3.2/3.6mmt in FY23/FY24 and gas production is likely to be ~3.6/4mmt in
Net D:E 04 03 02

RoE (%) 13.9 217 200 FY23/FY24.

RoCE (%) 6.8 13.7 120 B Factoringin the above, we forecast OINL’'s domestic oil and gas production
Payout (%) 499 414 414 to stand at 6.2/6.4mmtoe in FY23/FY24, respectively, and we raise our FY23
:7:’(?(;'0"5 7 35 31 EBITDA estimate by 10% keeping FY24 EBITDA unchanged.

P/BV (x) 07 07 o0e ™ Webuildin gas price assumptions of USD7.3 per mmBtu / USD5.5 per
EV/EBITDA (x) 62 31 30 mmBtu for FY23E/FY24E. The stock trades at a 42% discount to its one-year
Div. Yield (%) 72 129 134 forward long-term P/E average of 7.7x. We use an SOTP-based fair value of
FCF Yield (%) 145 217 26.0

2.5x FY24E standalone adj. EPS of INR63.8 and add investments to arrive at

Shareholding pattern (%) our TP of INR244. Maintain BUY.

As On Sep-22 Jun-22 Sep-21  |iss on EBITDA but beat on PAT

Promoter 6.7 567 567 g Revenue came in at INR46.4b (+40% YoY, -22% QoQ) in 2QFY23.

]| 25.2 15.5 18.1 .

i 118 124 100 EBITDA came in at INR18.5b (-15% our est., +102% YoY, -30% QoQ).
Others o3 154 153 Depreciation was at INR4.2b v/s INR3.8b in 1QFY23 (INR4.2b in 2QFY22).

PAT was at INR17.2b in 2QFY23 (+16% est., +241% YoY, +11% QoQ).

Net oil realization after impact of windfall taxes came in at USD76.8/bbl (our

est. of USD73.2/bbl; +8% YoY, -32% QoQ).

B In 2QFY23, the Board approved winding up of Qil India (USA) Inc. USD31m
has been repatriated to OINL subsequent to the divestment.

m During 1HFY23, OINL tested the carrying value of investment in Qil India
(USA) Inc. for impairment and made an impairment provision of INR1.4b.

m |n 1HFY23, OINL’s revenue was up 68% YoY to INR106.1b while EBITDA rose

109% YoY to INR44.9b, with adj. PAT at INR32.8b (v/s INR10.1b in 1HFY22).

FIl Includes depository receipts
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Valuation and view — maintain BUY

Oil India

m  The NRL expansion would be completed by FY24-25E, with a capex of INR280b.
The viability gap funding would be only INR10b. The capex would be funded via
70:30 debt: equity; and this equity proportion would be entirely funded by
internal accruals of NRL only. The commissioning of the refinery expansion (from
3mmt to 9mmt) is expected by FY24-25.
B Healthy upstream realizations coupled with recently announced 41% hike in
APM prices will be the key drivers for EPS growth in FY23E-FY24E.
B We use an SOTP-based fair value of 2.5x FY24E standalone adj. EPS of INR63.8
and add investments to arrive at our TP of INR244. Maintain BUY.
Quarterly Performance (INR b)
Y/E March FY22 FY23 FY22 Fy23 FY23 Var
1Q 2Q 3Q 4Q 1Q 2Q  3QE 4QE 2QE (%)
Net Sales 300 331 374 448 597 464 317 664 1453 2043 446 4%
Change (%) 722 527 758 736 987 402 -151 483 686 406 346
EBITDA 12.3 9.1 127 196 264 185 155 421 537 1025 218 -15%
% of Net Sales 409 276 339 437 442 398 488 634 370 502 490
Change (%) 523.6 239 -1,450.8 361.1 1144 1023 222 1152 3243 909 139.0
D,D&A 4.0 4.2 4.7 2.1 3.9 4.2 4.8 5.2 150 181 4.1
Interest 2.2 1.9 1.7 2.0 2.0 21 1.5 1.0 7.8 6.7 1.6
Ol (incl. Oper. other inc) 0.7 3.7 9.7 4.9 0.6 8.9 3.7 1.3 19.0 147 3.7
PBT before exceptional 6.8 6.7 159 204 211 211 129 373 499 924 199 6%
PBT after exceptional 6.8 6.7 159 204 211 211 129 373 499 924 199 6%
Tax 1.7 1.7 3.5 4.1 5.5 3.9 33 106 110 233 5.0
Rate (%) 250  25.1 21.9 202 262 184 252 284 220 252 252
PAT 5.1 50 124 163 156  17.2 9.7 267 389 691 149 16%
Change (%) -304.3 1111 37.8 923 2062 2411 222 638 1232  77.9 1947
Adj. PAT 5.1 50 124 163 156 17.2 9.7 267 389 691 149 16%
Key Assumptions (USD/bbl)
Oil sales (mmt) 072 074 073 073 076 078 077 078 292 309 078 0%
Gas sales (bcm) 061 067 063 056 059 066 063 056 247 244 062 5%
Net Oil Realization 67.2 71.4 78.6 98.1 112.7 76.8 31.2 66.0 78.8 71.7 73.2 5%

Exhibit 1: OINL’s total production remained flat at 1.53mmtoe
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Exhibit 2: OINL’s sales up 5% QoQ to 1.43mmtoe
Oil (mmt) Gas (bcm) OTotal sales (mmtoe)
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Exhibit 3: 2QFY23 realization at USD76.8/bbl
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Exhibit 4: Oil production to see ~3% CAGR in FY22-24E

Source: Company, MOFSL

Exhibit 5: Gas production set to see 6% CAGR over FY22-24E
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Exhibit 6: Realization trend in OINL (USD/bbl)

Source: Company, MOFSL

Exhibit 7: 1-year forward P/E for OINL
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Financials and valuations

Income Statement (INR b)
Y/E March FY17 FY18 FY19 FY20 FY21 FY22 FY23E FY24E
Net Sales 93.6 106.6 137.3 121.3 86.2 145.3 204.3 203.9
Change (%) 1.1 13.8 28.9 -11.7 -28.9 68.6 40.6 -0.2
EBITDA 29.6 39.1 54.8 43.7 12.7 53.7 102.5 99.8
% of Net Sales 31.6 36.7 39.9 36.0 14.7 37.0 50.2 48.9
D,D&A 10.9 12.7 15.0 32.7 15.4 15.0 18.1 19.0
Interest 4.0 4.2 4.8 5.0 5.0 7.8 6.7 6.7
Other Income 18.3 14.8 14.4 15.2 19.4 19.0 14.7 22.3
Prior period & other adj. 11.5 0.0 10.3 0.0 4.5 0.0 0.0 0.0
PBT 21.5 37.1 39.2 21.2 7.2 49.9 92.4 96.4
Tax 6.0 10.4 13.3 -4.6 -10.2 11.0 23.3 24.3
Rate (%) 27.8 28.1 339 -21.9 -140.9 22.0 25.2 25.2
PAT 15.5 26.7 25.9 25.8 17.4 38.9 69.1 72.2
Adj. PAT 27.0 26.7 36.2 25.8 21.9 38.9 69.1 72.2
Change (%) 7.2 -1.2 35.6 -28.6 -15.2 77.5 77.9 4.4
Balance Sheet (INR b)
Y/E March FY17 FY18 FY19 FY20 FY21 FY22 FY23E FY24E
Share Cap. (incl sh. suspense) 8.0 7.6 10.8 10.8 10.8 10.8 10.8 10.8
Reserves 282.9 271.5 266.6 233.0 251.3 288.1 328.6 370.8
Net Worth 290.9 279.1 277.5 243.9 262.1 298.9 339.4 381.7
Total Loans 89.5 73.7 72.7 88.9 157.2 116.4 116.4 116.4
Deferred Tax 30.8 34.4 34.1 24.9 25.3 26.2 26.2 26.2
Capital Employed 411.2 387.1 384.2 357.6 444.6 441.4 481.9 524.2
Gross Fixed Assets 106.7 135.7 149.0 189.0 209.8 235.8 275.8 315.8
Less: Depreciation 20.8 335 48.5 81.2 96.6 111.5 129.6 148.6
Net Fixed Assets 85.9 102.2 100.6 107.8 113.2 124.3 146.2 167.2
Capital WIP 18.9 9.9 12.7 20.3 239 20.6 20.1 19.5
Producing/pre-producing 15.4 17.4 20.7 20.4 14.4 10.8 11.4 11.9
Investments 219.5 227.9 220.0 183.9 264.1 279.9 279.9 279.9
Curr. Assets, L & Adv.
Inventory 11.0 10.8 12.2 12.8 12.6 11.0 15.4 15.4
Debtors 10.1 14.1 13.1 10.7 11.7 14.0 19.7 19.7
Cash & Bank Balance 65.4 30.9 61.4 35.8 10.7 6.6 19.6 40.9
Cash 1.8 1.1 36.6 5.1 10.6 4.0 17.0 38.3
Bank Balance 63.6 29.8 24.7 30.7 0.1 2.6 2.6 2.6
Loans & Adv. and Other CA 27.2 27.2 34.0 36.8 55.7 30.9 43.4 43.3
% of sales 29.0 25.5 24.7 30.3 64.6 21.2 21.2 21.2
Current Liab. & Prov.
Liabilities 30.5 40.7 66.4 49.9 46.2 42.3 59.4 59.3
Provisions 11.7 12.5 24.0 20.8 15.5 14.4 14.4 14.4
Net Current Assets 71.4 29.8 30.3 25.3 29.0 5.8 24.3 45.6
Application of Funds 411.2 387.1 384.2 357.6 444.6 441.4 481.9 524.2

11 November 2022 4



MoOTILAL OSWAL Oil India
Financials and valuations
Ratios

Y/E March FY17 FY18 FY19 FY20 FY21 FY22 FY23E FY24E
Basic (INR)
EPS (Adj) 23.9 23.6 32.0 229 19.4 34.4 61.2 63.8
Cash EPS 23.4 34.8 36.2 51.8 29.0 47.6 77.2 80.6
Book Value 257.4 246.9 245.5 215.7 2319 264.4 300.3 337.6
DPS 11.0 10.3 10.3 10.6 5.0 14.3 25.3 26.5
Payout (incl. Div. Tax.) 96.5 52.7 53.8 55.8 39.1 49.9 41.4 41.4
Valuation (x)
P/E 8.3 8.4 6.2 8.6 10.2 5.7 3.2 3.1
Cash P/E 8.4 5.7 5.5 3.8 6.8 4.1 2.6 2.4
EV /EBITDA 8.3 6.8 43 6.3 29.2 6.2 3.1 3.0
EV/Sales 2.6 2.5 1.7 2.3 4.3 2.3 1.6 1.5
EV / BOE (1P Reserves) USD 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Price / Book Value 0.8 0.8 0.8 0.9 0.9 0.7 0.7 0.6
Dividend Yield (%) 5.6 5.2 5.2 54 2.5 7.2 12.9 13.4
Profitability Ratios (%)
RoE 5.7 9.4 9.3 9.9 6.9 13.9 21.7 20.0
RoCE 3.5 4.8 6.8 3.6 -1.6 6.8 13.7 12.0
RolC 13.0 16.8 25.3 12.9 -5.0 21.5 42.6 34.9
Turnover Ratios
Inventory (No. of Days) 43 37 32 38 53 28 28 28
Debtors (No. of Days) 39 48 35 32 50 35 35 35
Fixed Asset Turnover (x) 1 1 1 1 0 1 1 1
Creditor (No. of Days) 119 140 177 150 196 106 106 106
Leverage Ratio
Net Debt / Equity (x) 0.1 0.2 0.0 0.2 0.6 0.4 0.3 0.2
Cash Flow Statement (INR b)
Y/E March FY17 FY18 FY19 FY20 FY21 FY22 FY23E FY24E
OP/(Loss) before Tax 21.5 37.1 39.2 21.2 7.2 49.9 92.4 96.4
Interest expense 3.7 3.8 4.4 4.4 4.4 5.7 6.7 6.7
Depreciation 10.9 12.7 15.0 14.9 15.4 15.0 18.1 19.0
Interest /Other Income -15.7 -14.1 -13.0 -13.8 -18.2 -17.7 0.0 0.0
Direct Taxes Paid -6.0 -4.2 -9.6 -3.8 -8.9 0.2 -23.3 -24.3
(Inc)/Dec in Wkg. Capital 5.8 -12.0 3.9 3.0 7.5 -8.3 -5.5 0.0
Other op activities 5.6 7.6 10.9 27.1 10.6 15.3 0.0 0.0
CF from Op. Activity 25.7 30.9 50.7 53.0 17.9 60.1 88.4 97.8
(Inc)/Dec in FA & CWIP -28.5 -26.6 -24.9 -27.8 -25.4 -27.7 -40.0 -40.0
Free Cash Flow -2.8 4.3 25.7 25.3 -7.5 324 48.4 57.8
(Pur)/Sale of Investments 5.0 17.7 5.2 -14.7 -96.1 5.9 0.0 0.0
Loans and Advances 7.3 3.7 3.8 7.1 3.2 2.3 0.0 0.0
Other In activities 9.1 9.7 8.5 6.3 46.0 15.1 0.0 0.0
CF from Inv. Activity -7.1 4.6 -7.4 -29.0 -72.2 -4.5 -40.0 -40.0
Interest paid -3.8 -3.8 -3.9 -4.8 -4.3 -5.5 -6.7 -6.7
Inc / (Dec) in Debt 0.0 0.0 21.3 -35.0 70.7 -43.9 0.0 0.0
Others 0.0 -15.3 -12.1 -1.7 -1.1 -1.1 0.0 0.0
Dividends Paid -14.9 -17.1 -13.0 -14.0 -5.5 -11.7 -28.7 -29.9
CF from Fin. Activity -18.7 -36.2 -7.8 -55.5 59.8 -62.2 -35.3 -36.6
Inc / ( Dec) in Cash 0.0 -0.6 35.5 -31.5 5.5 -6.6 13.0 21.3
Add: Opening Balance 1.8 1.8 1.1 36.6 5.1 10.6 4.0 17.0
Closing Balance 1.8 1.1 36.6 5.1 10.6 4.0 17.0 38.3
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Explanation of Investment Rating

Investment Rating Expected return (over 12-month)
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SELL <-10%
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