
Oil & Natural Gas Corpn Ltd — FY 2023 Annual Report Analysis

Annual Report Analysis (Consolidated)

Investor Snapshot

# Analytical point Sentiment

1
Dominant upstream player transitioning to an integrated energy model, maintaining a Reserve

Replacement Ratio >1 for 17 years despite natural declines in mature fields.
—

2
Revenue surged 28.7% YoY to ₹632,291 Cr, driven by high price cycles and vertical integration

through HPCL/MRPL, though crude production volumes remained stagnant at 21.485 MMT.
—

3
Operating margins faced pressure from a ₹9,235 Cr one-time regulatory tax provision and a 5.44%

EBITDA decline, partially offset by a 4.16% reduction in employee costs.
—

4
Consolidated PAT fell 13% to ₹32,778 Cr, severely impacted by the massive GST/Service Tax dispute

provision and a ₹4,155 Cr loss from the OPaL joint venture.
—

5
Total debt increased 16.6% to ₹142,255 Cr (D/E 0.51x) to bridge funding gaps for high dividend

payouts (₹17,609 Cr) and support capital-starved subsidiaries.
—

6
Exceptional cash flow generation with CFO at ₹84,211 Cr, representing a superior CFO/PAT ratio of

2.57x, driven by efficient working capital management and a 29-day reduction in inventory cycles.
—

7
Core operations remain self-funding with a CFO/Capex ratio of 2.29x, comfortably covering the

annual capital outlay of ₹36,792 Cr.
—

8
Capital efficiency is hindered by a massive ₹113,945 Cr locked in Capital Work-in-Progress (18.5% of

total assets), delaying returns on significant infrastructure investments.
—

9
Earnings quality is high and conservative, evidenced by an unqualified audit opinion and a significant

delta between cash earnings and reported accounting profit.
—

10
Governance remains stable with a 50% independent board and zero promoter pledges, though

significant RPT and solvency risks persist regarding the OPaL "Going Concern" status.
—

11
Geopolitical and regulatory risks are elevated, with ₹3,107 Cr in receivables at risk in Sudan/Russia

and a potential ₹13,341 Cr liability pending in the PMT JV dispute.
—

12

Stance: ACCUMULATE; the investment thesis rests on a robust FCF floor and high dividend yield,

with key monitorables being the monetization of KG-DWN 98/2 and the scale of future OPaL equity

infusions.

—

1. Business overview (In Bullet Points)

Dominant Upstream Position: ONGC remains the bedrock of India’s energy security, maintaining a

dominant position in the upstream sector with a Reserve Replacement Ratio (RRR) of >1 for 17 consecutive

years.

Vertical Integration Strategy: Pursuing a "Truly Integrated" model with a target production-to-refining-to-

marketing ratio of 1:1:1 through subsidiaries MRPL and HPCL to hedge against crude price volatility.

Production Mix & Trends: FY23 crude oil production stood at 21.485 MMT (vs. 21.707 MMT in FY22) and

natural gas at 21.351 BCM (vs. 21.680 BCM in FY22). Value Added Products (VAP) declined significantly to

2.598 MMT from 3.089 MMT YoY.

• 

• 

• 



Revenue & Cost Drivers: Revenue is driven by domestic production and global crude prices. Costs are

heavily weighted toward statutory levies (₹45,284 Cr in FY23) and exploration write-offs (₹9,994 Cr).

Operating expenses rose 27.8% due to inflationary pressures in oilfield services.

Expansion & Capacity Additions: Focus on monetizing deepwater assets (KG-DWN 98/2) and HP-HT

reservoirs. Expansion into Coal Bed Methane (CBM) with 4 active blocks and 2 new awards in Rajmahal and

Sohagpur.

Geographical Presence: Primary revenue from domestic basins; shifting focus to frontier basins (Andaman,

West Coast) via OALP. International arm (OVL) saw production drop to 10.171 MMTOE due to geopolitical

issues in Russia (Sakhalin-1) and Vietnam.

Digital Transformation: Migration to SAP S/4 HANA and induction of "Airborne Hydrocarbon Sensing

System" (AHSS) to de-risk exploration capex.

2. Management commentary & outlook

Management has committed ₹1,00,000 Cr (₹1 Trillion) by 2030 toward green initiatives, aiming for Net Zero

Scope 1 & 2 emissions by 2038.

The strategy includes scaling renewable capacity 50x to 10 GW by 2030 (from 189.52 MW) through

aggressive inorganic growth and JVs, such as the 5 GW MoU with the Rajasthan Government.

Entry into the hydrogen economy is planned via a 1 MMTPA Green Ammonia plant in Mangalore.

Management is prioritizing "fast-track" monetization of discoveries, successfully bringing Mandapeta-60,

Kesanapalli West Deep-7, and Hatipoti-1 online within the same financial year.

Strategic partnerships are being leveraged to acquire technical expertise, including MoUs with IOCL (Carbon

Capture), Equinor (Offshore Wind), and Greenko (Renewables/Hydrogen).

The demand environment remains robust, but management admits the traditional E&P model is characterized

by "constant unpredictability" and geopolitical volatility affecting overseas assets.

A gap remains between corporate intent and execution, as evidenced by C&AG audit points regarding 25

pending paras on "delays in appraisal" and "non-monetization" of KGDWN-98/2.

Internal control lapses were noted regarding a ₹0.24 Cr fraud involving fictitious medical bills, suggesting

localized issues in "Segregation of Duties."

Management Tone: The tone is pragmatically ambitious but carries an execution overhang. Chairman Arun

Kumar Singh emphasizes "urgent transformation" from a National Oil Company to an Integrated Energy

Company. While confident in the "Green Transition," the tone remains cautious regarding stagnant domestic

production and the high-stakes nature of deepwater projects.
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3. Financial analysis

3.1 Financial statements

P&L statement (₹ Cr)

Line item Mar 2023 Mar 2022

Sales 632,291 491,246

Sales Growth % 28.71 61.67

Expenses 556,764 411,373

Material Cost % 42.49 45.46

Raw material cost 266,120 225,617

Change in inventory 2,566 -2,303

Manufacturing Cost % 35.47 28.23

Employee Cost % 2.36 3.10

Other Cost % 7.73 6.95

Operating Profit 75,527 79,874

OPM % 12 16

Other Income -30 6,797

Exceptional items -8,138 -1,959

Other income normal 8,108 8,756

Interest 7,889 5,696

Depreciation 24,557 26,883

Profit before tax 43,051 54,091

Tax % 24 9

Net Profit 32,778 49,294

Profit from Associates 0 0

Minority share 2,663 -3,772

Exceptional items AT -5,374 -1,452

Profit excl Excep 38,151 50,746

Profit for PE 40,814 46,863

Profit for EPS 35,440 45,522

Profit Growth % -13 197

EPS (₹) 28.17 36.19

Dividend Payout % 40 29



Balance sheet (₹ Cr)

Line item Mar 2023 Mar 2022

Equity Capital 6,290 6,290

Reserves 274,357 253,213

Borrowings 142,255 121,986

Long term Borrowings 98,360 88,043

Short term Borrowings 30,826 19,733

Lease Liabilities 13,069 14,210

Other Borrowings 0 0

Other Liabilities 190,212 201,771

Non controlling int 20,608 23,825

Trade Payables 33,643 40,186

Advance from Customers 1,325 1,953

Other liability items 134,637 135,807

Total Liabilities 613,115 583,260

Fixed Assets 250,819 254,402

Land 8,970 8,582

Building 18,545 17,552

Plant Machinery 130,419 116,943

Equipments 6,454 6,399

Furniture n fittings 1,838 1,741

Railway sidings 793 762

Vehicles 7,366 6,935

Intangible Assets 26,702 24,744

Other fixed assets 132,213 144,507

Gross Block 333,300 328,166

Accumulated Depreciation 82,481 73,764

CWIP 113,945 106,719

Investments 78,873 66,642

Other Assets 169,478 155,496

Inventories 45,238 55,360

Trade receivables 18,752 19,187

Cash Equivalents 29,140 6,841

Loans n Advances -1,060 -911

Other asset items 77,407 75,019

Total Assets 613,115 583,260



Cash flow statement (₹ Cr)

Line item Mar 2023 Mar 2022

Cash from Operating Activity 84,211 78,248

Profit from operations 91,188 88,028

Receivables 615 -3,067

Inventory 9,238 -9,672

Payables -4,639 18,358

Loans Advances 526 -451

Other WC items 2,581 -1,452

Working capital changes 8,322 3,716

Direct taxes -15,299 -13,496

Other operating items 0 0

Cash from Investing Activity -72,799 -41,197

Fixed assets purchased -36,792 -33,457

Fixed assets sold 339 367

Investments purchased -291 -836

Investments sold 0 0

Subsidy received 0 0

Interest received 2,386 1,509

Dividends received 3,026 4,388

Investment in group cos -3,407 -2,447

Acquisition of companies 0 0

Other investing items -38,060 -10,721

Cash from Financing Activity -12,916 -35,790

Proceeds from borrowings 27,701 17,685

Repayment of borrowings -10,267 -30,679

Interest paid fin -6,134 -4,343

Dividends paid -17,609 -12,924

Financial liabilities -5,948 -5,250

Share application money 0 0

Other financing items -659 -278

Net Cash Flow -1,504 1,261

Free Cash Flow 47,758 45,158

CFO/OP 132 115



Key ratios

Line item Mar 2023 Mar 2022

Debtor Days 11 14

Inventory Days 61 90

Days Payable 46 66

Cash Conversion Cycle 27 39

Working Capital Days -30 -24

ROCE % 14 16

3.2 Financial analysis summary

Revenue from operations grew by 28.71% to ₹632,291.00 Cr, primarily driven by higher realizations, though

Revenue is reported net of "Profit Petroleum" paid to the Government; Trade Receivables remained stable at

₹18,752.00 Cr despite the top-line surge, indicating strong collection efficiency.

Operating Profit declined to ₹75,527.00 Cr with OPM contracting from 16% to 12%, as Expenses rose

sharply by 35.34%, specifically driven by a 47.70% increase in production and transportation costs and a

363% spike in Other Impairment and Write-offs (₹3,746.15 Cr) which impacted the P&L significantly.

Net Profit fell by 13% to 32,778.00 Cr, heavily weighed down by Exceptional items of ₹8,138.00 Cr, which

included a massive ₹9,235.11 Cr provision for disputed Service Tax and GST on Royalty, leading to a sharp

drop in PAT margin to 5.18% from 10.03%.

Finance Cost increased to ₹7,889.00 Cr, linked to a rise in Total Debt to ₹142,255.00 Cr; this includes the

non-cash "unwinding of discount" on decommissioning Provisions, while Interest Coverage deteriorated from

10.49x to 6.46x.

Depreciation and depletion charges of ₹24,557.00 Cr were recorded against a Gross Block of ₹333,300.00

Cr; depletion is based on "Proved Developed Reserves," meaning any downward reserve revisions would

immediately spike this P&L charge and reduce Fixed Assets.

CFO of ₹84,211.00 Cr significantly outperformed PAT (2.57x ratio), a high-quality signal driven by ₹24,557.00

Cr in non-cash Depreciation and a ₹8,322.00 Cr boost from Working Capital changes, specifically a ₹9,238.00

Cr release from Inventory.

Inventory levels on the Balance Sheet dropped 18.32% to ₹45,238.00 Cr, attributed to aggressive clearing of

stocks or lower carrying costs, helping improve Inventory Days from 90 to 61 and contributing to a healthier

Cash Conversion Cycle of 27 days.

Total Debt rose to ₹142,255.00 Cr, with Short term Borrowings jumping to ₹30,826.00 Cr; Foreign Currency

Term Loans increased by ₹3,300.84 Cr largely due to non-cash exchange rate fluctuations, increasing the

Balance Sheet's sensitivity to USD/INR volatility.

Capex remained high with Fixed assets purchased at ₹36,792.00 Cr, while CWIP stands at ₹113,945.00 Cr,

indicating massive ongoing capital commitment to projects that have yet to contribute to Revenue.

Investments rose to ₹78,873.00 Cr, but the OPaL Joint Venture reported a net loss of ₹4,155.50 Cr and an

86% erosion of net worth, signaling potential future impairments or the need for further equity infusions from

Net Worth.

Provisions (Non-Current) increased to ₹40,423.07 Cr, primarily driven by decommissioning obligations for

aging fields; these are sensitive to inflation and discount rate assumptions, representing a growing "hidden"

liability.
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Free Cash Flow of ₹47,758.00 Cr was sufficient to cover Dividends paid of ₹17,609.00 Cr, demonstrating that

despite the Net Profit decline, core operations remain self-funding and capable of supporting a 40% Dividend

Payout.

ROE and ROCE both moderated to 11.68% and 14.00% respectively, reflecting the impact of exceptional tax

provisions and a bloating Total Assets base (₹613,115.00 Cr) growing faster than Operating Profit.

Other Assets analysis reveals Non-Current Tax Assets grew to ₹14,254.50 Cr (up 35%), suggesting

significant prepayments under protest, while Other Current Assets dropped by ₹7,500 Cr, indicating

successful recovery of advances.

Other Expenses were impacted by a 363% increase in Other Impairment and Write-offs (₹3,746.15 Cr) and

Exploration Well Costs Written Off of ₹6,201.54 Cr, reflecting a significant cleaning of the balance sheet of

non-performing legacy assets.

Overall Synthesis: FY23 was characterized by robust Revenue growth and exceptional CFO generation

(2.5x PAT) which funded a massive ₹36,792.00 Cr Capex program, yet bottom-line profitability and ROE were

severely compressed by one-time regulatory tax provisions and rising Finance Costs on a ₹142,255.00 Cr

debt pile.

3.3 Contingent liabilities & commitments

Liability type Amount Status

PMT JV Demand (DGH) ₹13,341.57 Cr Disputed/Arbitration; demand for differential Profit Petroleum/Royalty.

GST on Royalty (Partners' Share) ₹4,331.81 Cr Legal Dispute; ONGC assumes partners will pay their share.

Service Tax/GST Penalty ₹1,862.46 Cr Legal Dispute.

Service Tax on OVL (Foreign Exp) ₹7,877.99 Cr Show Cause Notice.

Sudan PSC Termination Not Quantified Early termination by Sudan Govt; unquantified liability risk.

• 

• 

• 

• 
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3.9 Earnings quality & forensic checks



# Check Impact Status Notes detail

1 PAT vs CFO trend

Profit ↑ — high cash conversion; non-cash

depreciation and exceptional provisions

depress PAT relative to CFO.

—

CFO is 2.5x Net Profit, signaling

high earnings quality despite non-

cash charges.

2
Receivables & channel-

stuffing signal

Revenue ↑ — efficient collection; receivables

and inventory fall while sales grow 28.7%,

reducing stuffing risk.

—

Debtor days improved from 14 to

11; inventory days dropped from 90

to 61.

3 Revenue timing

Revenue ↓ — conservative recognition;

revenue deferred until gas supply or right

expiry via contract liabilities.

—

Note 3.19: Contract liabilities used

for short-lifted gas; revenue

recognized only upon actual supply.

4
Revenue from related

parties %

Neutral — integrated operations; significant

intra-group sales to HPCL/MRPL are

eliminated but drive consolidated volumes.

—

Note 66: Significant transactions

with JVs like OPaL and subsidiaries

like HPCL/OVL.

5
Inventory vs revenue

growth

Profit ↑ — lean operations; inventory

liquidation during high-price environment

boosts cash flow and reduces carrying costs.

—

Note 3.18: Crude in flow lines not

valued; inventory drop suggests

aggressive clearing of stocks.

6
Inventory valuation

method change

Profit ↑↓ — inconsistent valuation; mixed FIFO

and absorption costing across subsidiaries

complicates consolidated margin

comparability.

—

Note 3.18: Inconsistent valuation

methods used between E&P and

Refining segments.

7
Exceptional items in

operating profit

Profit ↓ — non-recurring charge; massive

₹9,235 Cr provision for disputed taxes

significantly depresses current year PAT.

—

Note 32.7: Provision for disputed

Service Tax/GST on Royalty for

2016-2022 period.

8
Depreciation rate vs

useful life policy

Profit ↓ — front-loaded expenses; WDV

method for E&P assets accelerates

depreciation charges in early asset years.

—

Note 3.11: WDV used for E&P

assets vs SLM for Refining, front-

loading E&P costs.

9
Provision reversals

boosting PAT

Profit ↓ — conservative provisioning; ₹3,746

Cr in other impairments and write-offs

suggests balance sheet cleaning.

—

Note 15.6: ₹484.84 Cr ECL

provision for Sudan receivables

indicates proactive risk recognition.

10
Tax rate consistency +

cash tax vs P&L tax

Profit ↓ — higher tax outflow; effective tax rate

normalized to 24% from 9% due to

exceptional provisions.

—

Direct taxes paid (₹15,299 Cr)

exceed P&L tax expense, reflecting

settlement of legacy disputes.

11
CWIP age and stalling

projects

Profit ↓ — capital lock-up; CWIP represents

18.5% of total assets, risking future

impairments if projects stall.

—

Note 3.12: Exploratory costs

capitalized as Intangibles under

Development until determined dry.

12
Deferred tax asset

recognition adequacy

Neutral — tax asset build-up; increase in tax

assets reflects disputed payments that may

provide future credits.

—

Analytical Insight: 35% increase in

tax assets suggests significant

prepayments under protest.

13 RPT quantum and trend

Profit ↓ — valuation risk; ₹4,155 Cr loss at

OPaL and negative working capital signal

potential future bailouts.

—

Note 66: OPaL has "Going

Concern" doubt; ONGC provides

support via CCD sponsorship.

14
Dividend paid vs FCF

adequacy

Neutral — sustainable payouts; dividend is

well-covered by free cash flow, representing

only 37% of FCF.

—

Dividend payout ratio of 40% is

conservative relative to strong

operating cash generation.

15
Auditor KAM on HPCL

Capitalization

Profit ↑ — potential expense deferral;

capitalization of employee costs and

overheads into PPE at HPCL.

—

Auditors focused on judgment used

to capitalize costs which could

defer operating expenses.

16 —
Policy allows "parking" of

unsuccessful exploration costs



# Check Impact Status Notes detail

Exploratory Well

Capitalization Policy

Profit ↑ — potential asset bloating; exploratory

costs capitalized until determined dry.

before a final write-off decision is

made.

17
Decommissioning

Provision Uncertainty

Profit ↑↓ — estimation risk; non-cash interest

will rise as fields age based on terminal year

assumptions.

—

Estimation involves high uncertainty

regarding terminal years and

regulatory re-granting of leases.

4. Management & governance

A. Auditor report & key audit matters

Audit Opinion: Unqualified.

KAM - Impairment of Oil and Gas Assets: Auditors flagged the carrying value of ₹130,983.63 Cr as highly

sensitive to oil/gas price assumptions and climate change risks. Management uses internal technical teams

for reserve estimates, involving significant judgment.

KAM - Decommissioning Provisions: Estimation of future abandonment costs involves high uncertainty

regarding the "terminal year" of fields and the assumption that Mining Leases will be re-granted by the

government.

KAM - IT Controls (SAP HANA Transition): The migration to SAP S/4 HANA during the year was identified

as a risk to data integrity and financial reporting accuracy.

KAM - HPCL Capitalization: Auditors focused on the judgment used by subsidiary HPCL to capitalize

employee costs and overheads into PPE (₹92,631.50 Cr), which could potentially defer operating expenses.

Emphasis of Matter: A massive provision of ₹9,235.11 Cr was recognized for disputed Service Tax and GST

on Royalty for the period 2016-2022.

Going Concern: Auditors highlighted "Going Concern" doubts for the Joint Venture OPaL.

Auditor Fees: Total remuneration of ₹55.08 Cr; aligned with complexity, no independence risk identified.

B. Related party transactions

Party Relationship Nature
Amount (₹

Cr)
Concern

ONGC Petro

Additions (OPaL)
Joint Venture

Financial Support/

Investment
4,155.50 Cr

Going Concern Risk; 86% Net Worth

erosion; negative WC of ₹7,075 Cr

Government of

Sudan

Associate/

Partner
Trade Receivables 3,107.32 Cr

Sovereign recovery risk; ₹484.84 Cr ECL

provided

Sakhalin-1 LLC New Entity Asset Transfer 4,827.76 Cr
Geopolitical risk; pending restoration

fund transfer

ONGC Videsh (OVL) Subsidiary
Global E&P

Operations

11,676.30

Cr
Revenue contribution from overseas assets

RPT Risk Checks: RPT Total / Revenue < 5% (Low direct dependency). OPaL support / CFO ~5%

(Manageable but persistent).

Red Flags: Deemed investments created via sponsorship of CCDs for OPaL. Partners' share of GST on

Royalty (₹4,331.81 Cr) not provided for, assuming partners will pay.

• 

• 

• 

• 

• 

• 

• 

• 

• 

• 



C. Shareholding

Holder category Mar 2023 (%) Mar 2022 (%)

Promoter 58.89 58.89

FII 9.01 8.82

DII 19.46 18.17

Public 12.64 14.12

Pledged Shares: 0.00% of promoter holding.

D. Board composition + KMP compensation

Total Directors: 14 | Independent %: 50.00% | Women Directors: 3 (Pomila Jaspal, Sushma Rawat,

Reena Jaitly).

KMP Compensation: Individual remuneration not explicitly detailed. Total employee expenditure was

₹10,620.70 Cr (down 4.16% YoY).

EBITDA Correlation: EBITDA (Operating Profit) used: ₹75,527.00 Cr. EBITDA declined 5.44% YoY;

employee costs fell 4.16%, showing alignment between pay and performance.

F. Capital allocation & capex

Action FY current (₹ Cr) FY prior (₹ Cr) % of CFO Signal

Dividends 17,609.00 Cr 12,924.00 Cr 20.91% Positive

Capex 36,792.00 Cr 33,457.00 Cr 43.69% Growth

Net Debt Change 17,434.00 Cr -12,994.00 Cr 20.70% Deterioration

Interest Payments 6,134.00 Cr 4,343.00 Cr 7.28% Neutral

Investments (Group Cos) 3,407.00 Cr 2,447.00 Cr 4.05% Risk

Exceptional Items 8,138.00 Cr 1,959.00 Cr 9.66% Concern

CAPEX Analytical Notes: * CFO Coverage of Capex: CFO/Capex ratio is 2.29x. Core capex is easily self-

funded. * Nature of Capex: Growth-oriented; ₹113,945.00 Cr in CWIP signals a massive pipeline of future

production assets. * Deployment Efficiency: Revenue grew 28.71% while Gross Block grew only 1.56%,

suggesting high productivity from existing assets. * Key Takeaways: The ₹1 Trillion green energy investment

plan by 2030 represents a significant pivot that will test capital allocation discipline.

• 

• 

• 

• 



H. Risks

# Risk Category Description Potential impact Severity

1 GST on Royalty Regulatory
Disputed demand for GST on

Royalty payments

₹13,341.57 Cr potential liability;

impacts cash reserves
High

2 OPaL Solvency Financial JV net worth eroded by 86%
Potential for multi-billion rupee bailout

or write-off
High

3
Sudan

Receivables
Credit Unpaid dues from Sudan Govt

₹3,107.32 Cr at risk; 484.84 Cr

already provided
Medium

4 Geopolitical Operational Sakhalin-1 asset transfer
Disruption in production and access

to overseas oil
Medium

5 Decommissioning Operational
Future cost of closing aging

fields

₹40,423.07 Cr provision; non-cash

interest will rise
Medium

5. Scorecard & verdict

Part a: scorecard

Dimension
Rating

(1–5)
Delta Key evidence One-line rationale

Business quality 4 →
RRR > 1 for 17 years; 1:1:1

integration model

Strong moat in upstream but facing

natural field declines.

Financial health 4 ↓
D/E 0.51x; CFO ₹84,211 Cr > PAT

₹32,778 Cr

Robust cash flows but debt rising to

fund dividends and JVs.

Earnings quality 4 → CFO/PAT 2.57x; Unqualified audit
High cash conversion despite massive

one-time tax provisions.

Management &

governance
3 →

50% Independent Board; OPaL

"Going Concern" doubt

Generally compliant but significant

RPT/JV solvency risks.

Capital allocation &

earnings visibility
3 ↓ CWIP ₹113,945 Cr; ROCE 14%

Massive capital lock-up in CWIP and

value-eroding JV support.

Business positives (for this company this year) * Strong Cash Generation: CFO of ₹84,211 Cr is 2.57x PAT,

providing massive liquidity for capex and dividends. * Efficient Working Capital: Inventory days improved from

90 to 61, releasing ₹9,238 Cr in cash. * Self-Funding Growth: CFO/Capex ratio of 2.29x shows core operations

easily fund the ₹36,792 Cr capex. * Strategic Integration: Vertical integration through HPCL/MRPL captured

margins across the value chain during high price cycles. * Debt Coverage: Interest coverage remains healthy at

6.46x despite rising interest costs.

Business negatives / concerns (for this company this year) * Regulatory Tax Hit: A massive ₹9,235.11 Cr

provision for disputed GST/Service Tax severely hit the bottom line. * JV Solvency Risk: OPaL net worth

eroded by 86% with a ₹4,155.50 Cr loss, signaling a major valuation risk. * Stagnant Production: Crude oil

production declined slightly to 21.485 MMT, highlighting mature field challenges. * Rising Debt: Total debt

increased by ₹20,269 Cr (16.6%) to fund dividends and working capital gaps. * Geopolitical Stress: Sakhalin-1

and Sudan assets face significant uncertainty, with ₹3,107 Cr in receivables at risk.

Overall scorecard summary ONGC remains a cash-flow powerhouse with exceptional earnings quality, as

evidenced by a CFO that is more than double its PAT. However, the company is currently navigating a "perfect

storm" of regulatory tax disputes and solvency issues in its OPaL joint venture, which have compressed ROE

and necessitated higher borrowings. While the balance sheet remains healthy with a D/E of 0.51x, the massive



capital lock-up in CWIP (₹1.13 Trillion) and the ambitious ₹1 Trillion green energy pivot suggest a period of high

capital intensity with uncertain near-term returns. The trajectory is stable but requires careful monitoring of

deepwater project execution and JV bailouts.

Part b: governance check matrix

# Check Status

1 Audit opinion clean? —

2 Promoter pledge = 0? —

3 KMP pay < 5% of PAT? —

4 RPT quantum < 5% of revenue? —

5 Board > 50% independent? —

6 At least 1 woman director? —

7 No statutory dues outstanding? —

8 No fraud reported? —

9 Audit trail enabled? —

10 Frequent Auditor change —

Final line: "Total: 8/10 — Governance Rating: 4"

Part c: investor verdict

Thesis: ONGC is a cash-rich energy giant transitioning from a pure-play upstream driller to an integrated energy

player, using robust core cash flows to fund a high-stakes green energy pivot.

Overall stance: ACCUMULATE

Rationale: Exceptional cash flow generation (CFO 2.5x PAT) and high dividend yield provide a strong floor

despite regulatory and JV headwinds. Re-evaluate when: OPaL requires a further equity infusion exceeding

₹5,000 Cr or domestic production volumes decline by >5% YoY. BULL CASE: Successful monetization of KG-

DWN 98/2 leads to a 15% jump in gas production, driving a re-rating of the E&P business. BEAR CASE:

Adverse final ruling in the PMT JV dispute forces a ₹13,341 Cr cash outflow, severely impacting the dividend

payout capacity. Key monitorable: CWIP to Gross Block conversion: Current CWIP ₹113,945 Cr → Watch for

capitalization of major projects.
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