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Perusahaan Gas Negara (PGAS)

Self-sustaining upstream growth

Steady downstream volume providing baseline profit

PGAS’ downstream volume (i.e. distribution & transmission) continues to be very
stable with ~3% growth annually (except for covid-19 pandemic hit FY20). For
PGAS’ FY23 distribution volume (i.e. retail), we expect a higher growth (at ~7%)
given full-year operation of Jambaran Tiung Biru (JTB) Gas Processing Facilities
(GPF) which will mainly supply Central and East Java area, before the growth
normalizes to ~3% p.a. from FY24 onwards. This GPF (one of national strategic
projects) has started to supply gas on stream to buyers on 20Sep2022 and will
gradually increase its output to ~170 bbtud (or equivalent to ~19% of PGAS’
YTD-22 daily distribution volume). Meanwhile, we expect PGAS’ transmission
volume (i.e. industry) to grow at a 3% p.a. level from FY23 onwards (hovering
between 1,352 mmscfd to 1,450 mmscfd).

Self-sustaining growth for O&G upstream business

Sustained high oil price (YTD-22 ICE Brent crude price average is USD101.4/bbl)
helped PGAS’ upstream subsidiary Saka Energi Indonesia (SEI) to generate a
record high earnings of USD174mn (as of 9M22), a staggering 4.5x YoY. In
addition, the completion of new well drilling in West Pangkah (Feb2022) and
Ketapang (Apr2022) as well as Muriah well workover has added 30% of SEl’'s
O&G lifting to 30,350 boepd as of 9M22, surpassing its FY19 achievement and
on a right trajectory to the peak ~50,000 boepd in FY17. Entering FY23, SEI's
operation should be self-sustained with a cash position of USD214mn (as of end
Jun2022), expected cash generation of ~USD150mn in 2H22, and net gearing of
~32%. SEIl has a big capex plan of ~USD1.5bn between 2022 and 2028 to
increase its O&G lifting and many options to finance its planned capex (e.g.
internal cash, debt raising, paring down minority stakes on its existing project
development, efc).

Reiterate BUY on PGAS with ~7% higher TP at IDR2,450

We tweaked our assumptions to account a more bullish volume on SEI's O&G
lifting (~20% higher) considering better production YTD, resulting in 10%/13%
higher earnings for FY23/24F. In conjunction, we rolled forward our valuation to
FY23F resulting in a 7% higher PGAS’ SOTP valuation at IDR2,450/sh, implying
10.3x FY23F PE and 5.4x FY23F EV/EBITDA (both at around -0.5 std dev of its
5-year average). Risks to our call include the potential expansion of
USD6/mmbtu gas volume allocation as proposed by Ministry of Industry (Mol)
and other changes in regulations. .

2020A 2021A 2022F 2023F 2024F
Sales (USD mn) 2,886 3,036 3,604 3,730 3,806
GP (USD mn) 846 958 1,245 1,243 1,201
OP (USD mn) 318 420 633 600 554
Core profit (USD mn) 107 211 371 385 397
NP (USD mn) (273) 304 410 385 397
EBITDA (USD mn) 708 842 1,147 1,129 1,100
Net debt (USD mn) 1,074 784 926 1,292 1,493
OP margin (%) 11.0 13.8 17.6 16.1 145
ROE (%) (8.8) 9.7 12.0 10.5 10.1
Dividend yield (%) 0.7 6.6 6.7 6.4 6.6
Core EPS (USD) 0.004 0.009 0.015 0.016 0.016
chg. (%, YoY) (33.6) 98.2 75.5 3.8 3.1
BPS (USD) 0.122 0.136 0.147 0.157 0.168
DPS (USD) 0.001 0.008 0.008 0.008 0.008
PE (x) 29.8 14.9 8.1 7.8 75
PB (x) 11 1.0 0.8 0.8 0.7

EV/EBITDA (x) 7.0 56 41 46 49
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Table 1.

PGAS’ 9M22 operational and financial results
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Revenue
Gross Profit
Operating Profit
Net profit

Core net profit

GPM
OPM
Core NPM

USD mn
USD mn
USD mn
USD mn
USD mn

790
146
274
90
66

18.5%
34.7%
8.4%

903
235
189
120
100

26.0%
20.9%
11.0%

901
186
137
72
78

20.6%
15.2%
8.7%

0%
-21%
-27%
-40%
-22%

14%
27%
-50%
-20%
18%

2,254 2,642
439 607
328 475
286 311
201 283

19.5% 23.0%

14.6% 18.0%

8.9% 10.7%

17% 73%
38% 75%
45% 75%

8% 2%
40% 66%

7%
62%
81%
81%
74%

Distribution bbtud 885 887 880 -1% -1% 873 894 2% 96%
Transmission mmscfd 1,389 1,391 1,313 -6% -5% 1,361 1,343 -1% 99%
Upstream lifting boepd 28,232 32,379 33,466 3% 19% 22,956 30,350 32% 98%
Regasification bbtud 82 143 131 -8% 60% 88 131 49% 99%
LPG processing  tpd 75 141 131 7% 75% 101 137 36% 100%
Oil transportation  bopd 9,261 31,671 39,661 25% 328% 9,301 31,413 238% 105%
Source: Company, KISI
Fig 1. PGAS’ distribution & transmission vol. Fig 2. PGAS’ gas processing & regasification vol.
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Fig 3. PGAS’ upstream lifting & oil transport vol. Fig 4. Pangkah field — the largest O&G prod. contributor
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Note: data as of 1H22
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Fig 5. SEI - beneficiary of high crude oil price Fig 6. SEI's revenue, net profit & EBITDA margin trend
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Fig 7. PGAS’ revenue contribution per segment trend Fig 8. PGAS’ GP contribution per segment trend
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Fig 9. PGAS’ revenue breakdown by segment Fig 10. PGAS’ gross profit breakdown by segment
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Table 2.  Summary of assumptions change

. i Revised Previous

Assumptions Unit
FY22F FY23F FY24F FY22F FY23F FY24F
Distribution volume bbtud 929 1,003 1,041 958 1,020 1,058
Change (%) -3% -2% 2%
Transmission volume mmscfd 1352 7 1386 1421 1372 1,407 1,442
Change (%) -1% -1% -1%
Upstream lifting boepd 31,000 ~ 33325 34,991 26,190 27,500 28,875
Change (%) 18% 21% 21%
D&T spread (margin) usD 190 "7 190 " 1.80 1.90 1.90 1.80
Change (%) 0% 0% 0%
ASP Saka oil price USDI o8 " 88~ 83 08 83 78
Change (%) 0% 6% 6%
Revenue usbmn 3,604~ 3,730~ 3,806 3,669 3778 3,886
Change (%) -2% -1% -2%
EBITDA usDmn 1147 7 1129 7 1,100 1,101 1,083 1,045
Change (%) 4% 4% 5%
Net profit (incl. extraordinary items) UsDmn 410 4 385 397 381 349 351
Change (%) 8% 10% 13%
Equity value (SOTP) / share IDR 2,450 2,300
Change (%) 7%
Recommendation BUY BUY
Source: KISI
Table 3. PGAS’ SOTP
Stakes Value
Assets Remarks
(%) (USD mn)

Distribution/Transmission and others:

PGAS 100.0%

4,782 DCF

Pertagas 51.0%
Saka Energi Indonesia 100.0% 436 0.5xFY23F PB
Net cash (debt) (1,292)
Total Equity Value 3,927
No. of shares (bn) 242
Equity Value per share (IDR) 2,450
USD/IDR assumed 15,000

Source: KISI

Table 4. PGAS regional peers valuation

Perusahaan Gas Negara Tbk PT PGAS 13 Equity 2,864 8.1 7.8 4.1 4.6 12.0
Petronas Gas Bhd PTG MK Equity* 7,096 18.6 17.6 9.4 9.3 13.7
Gas Malaysia Bhd GMB MK Equity* 894 115 12.4 6.8 7.8 31.0
PTT PCL PTT TB Equity* 27,316 8.6 8.5 4.9 4.9 10.8
PetroVietham Gas JSC GAS WN Equity* 8,699 155 16.4 9.8 9.9 245
Shenzhen Gas Corp Ltd 601139 CH Equity* 2,700 14.6 11.6 6.5 5.8 10.0
GAIL India Ltd GAIL IN Equity* 7,276 5.7 6.6 5.0 5.7 185
Gujarat Gas Ltd GUJGA IN Equity* 4,346 30.3 26.7 19.1 16.4 223
Average peers 124 121 7.3 7.2 15.3

Source: Bloomberg, KISI
Notes: (*) All regional peers valuations are based on consensus
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Fig 11. PGAS’ PE band Fig 12. PGAS’ EV/EBITDA band
(x) —— PIE Average (x) ———— EV/EBITDA Average
60 - == == = +1 Std Dev == == = -1 Std Dev 13 == == = +1 Std Dev = = < -1 Std Dev
+2 Std Dev -2 Std Dev +2 Std Dev -2 Std Dev
50
40 1
30 9 4
20
10 77
0 T T T T T
5 4
210 A
-20 - 3 T T T T T
Jan-17 Jan-18 Jan-19 Jan-20 Jan-21 Jan-22 Jan-17  Jan-18 Jan-19 Jan-20 Jan-21  Jan-22
Source: Bloomberg, KISI Source: Bloomberg, KISI
Fig 13. SEI - portfolio
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Fig 14. Ujung Pangkah Well Head Platform Fig 15. Pangkah Central Processing Plant
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Company Overview

Perusahaan Gas Negara (PGAS) engaged in upstream oil and gas, midstream, and
downstream gas businesses. PGAS owns and operates natural gas pipelines over more
than 10,000 km, covering approximately 96% of the national natural gas pipeline network.
PGAS’ upstream portfolio consists of 10 oil and gas blocks across Indonesia. Besides,
PGAS has 2 FSRUs (Lampung and West Java) and a land-based regasification facility in
Arun. PGAS has officially become the Gas sub-holding company after 51% stakes
acquisition of Pertamina Gas (and its subsidiaries) in 28Dec2018.

Fig 16. PGAS corporate structure
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Income statement

FY-ending Dec. (US$ m)

Current assets

2020A 2021A 2022F 2023F 2024F

Cash & cash equivalent 1,179 1,503 1,149 736 734
Accounts & other receivables 473 413 763 445 791
Inventories 69 55 80 75 98
Others 285 220 281 281 281
Non-current assets
Fixed assets 2,698 2,650 2,577 2,843 2,933
Intangible assets 3 3 3 3 3
O&G properties 1,276 1,193 1,080 962 839
Other non-current assets 1552 1,474 1,872 2,300 2,789
Total assets 7,534 7511 7,806 7,645 8,468
Current liabilities
Accounts & other payables 215 165 450 102 477
ST debt 11 - - - -
Current portion of LT debt 19 19 45 45 45
Others 938 697 710 710 710
Non-current liabilities
LT debt 354 404 378 329 284
Notes payable 1,964 1,967 1,755 1,755 2,000
Employee benefits liability 138 121 125 131 138
Other non-current liabilities 939 853 787 769 751
Total liabilities 4579 4,226 4,251 3,843 4,405
Controlling interest
Capital stock 344 344 344 344 344
Additional paid-in capital (468)  (468)  (468) (468)  (468)
Other equities (40) (51) (500 (50)  (50)
Retained earnings 2,396 2,700 2,905 3,089 3,294
Minority interest 722 760 825 886 943
Qharahnldarce' aniiitv 2 ORR 229K 2 BERA 2 QN2 A DR
Cash flow
(USDmn)
FY-ending Dec. (US$ m) 2020A 2021A 2022F 2023F 2024F
C/F from operating
Net profit (273) 304 410 385 397
Depreciation 390 422 515 529 546
Net incr. in W/C
Others 300 (143) (577)  (552)  (568)
C/F from investing
CAPEX (283)  (222) (285) (635)  (485)
Others 324 104 105 105 102
C/F from financing
Incr. in equity - - - - -
Incr. in debts (211) (77)  (316) (45) 200
Dividends (68) (24)  (206) (200)  (192)
Others - - - - -

(USD mn)
FY-ending Dec. (US$ m) 2020A 2021A 2022F 2023F 2024F
Sales 2,886 3,036 3,604 3,730 3,806
COGS (2,039) (2,078) (2,359) (2,486) (2,606)
Gross profit 846 958 1,245 1,243 1,201
SG&A expense (177)  (167) (180) (196)  (209)
Operating profit 318 420 633 600 554
Financial income

Interest income (139) (129)  (103) (86) (398)
Financial expense

Interest expense (76) - - - -
Other non-operating profit (278) 65 10 - -
Earnings before tax (184) 468 628 599 595
Income taxes (40) (103) (152) (152) (142)
Net profit (273) 304 410 385 397
Non-controlling interest 49 61 65 62 57
Other comprehensive profit
Total comprehensive profit

Total comprehensive profit of

controlling interest
EBITDA 708 842 1,147 1,129 1,100
Key financial data
FY-ending Dec. 2020A 2021A 2022F 2023F 2024F
per share data (USD)
EPS (0.011) 0.013 0.017 0.016 0.016
BPS 0.122 0.136 0.147 0.157 0.168
DPS 0.001 0.008 0.008 0.008 0.008
Growth (%)
Sales growth (25.0) 5.2 18.7 35 2.1
OP growth (38.7) 32.1 50.7 (5.2) (7.7)
NP growth NM NM 75.5 3.8 3.1
EBITDA growth (26.4) 18.9 36.3 (1.6) (2.6)
Profitability (%)
OP margin 11.01 13.83 17.55 16.09 14.55
NP margin (9.46) 10.01 11.38 10.32 10.42
EBITDA margin 24.52 27.72 31.83 30.27 28.89
ROA (3.66) 4.04 5.36 4.98 4.92
ROE (8.82) 9.74 11.99 10.46 10.09
Dividend yield 0.74 6.55 6.69 6.44 6.63
Dividend payout ratio (8.61) 67.79 50.00 50.00 50.00
Stability
Net debt (US$ m) 1,074 784 926 1,292 1,493
Int.-bearing debt/equity (%) 79.5 72.8 61.3 56.0 57.3
Valuation (X)
PE 29.8 14.9 8.1 7.8 7.5
PB 11 1.0 0.8 0.8 0.7
EV/EBITDA 7.0 5.6 4.1 4.6 4.9

C/F from others

Reiaas win.cash
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Disclaimer
This Research Report ("Report") is prepared by PT Korea Investment and Sekuritas Indonesia, or its subsidiaries or its affiliates ("KISI").

By receiving this Report, you confirm that: (a) you have previously requested KISI to deliver this Report to you and you are legally
entitled to receive the Report in accordance with Indonesian prevailing laws and regulations, and (b) you have fully read, understood and
agreed to be bound by and comply with the terms of this Report as set out below. Your failure to comply with the terms below may
constitute a violation of law.

All the material presented in this Report is under copyright to KISI. This Report is strictly confidential and is for private circulation only to
clients of KISI. This Report is being supplied to you strictly on the basis that it will remain confidential and that you will maintain its
confidentiality at all times. None of the parts of this material, nor its contents, may be copied, photocopied, or duplicated in any form of
by any means or altered in any way, or transmitted to, or distributed to any other party without prior written consent of KISI.

This Report is based on the information obtained by KISI from sources believed to be reliable, however KISI do not make representations
as to their accuracy, completeness or correctness. This Report is prepared for general circulation and for information purposes only and
under no circumstances should it be considered or intended as an offer to sell or a solicitation of an offer to buy the securities referred to
herein. KISI accepts no liability for any direct, indirect and/or consequential loss (including any claims for loss of profit) arising from the
use of the material presented in this Report and further communication given or relied in relation to this document.

This Report is intended for circulation among KISI’ clients only and does not consider any specific investment objectives, financial situation
and the particular needs of any specific person who may receive this Report. The entire content of this Report is not and cannot not be
construed or considered as an offer, recommendation, invitation or solicitation to enter into any transaction (including trading and hedging)
relating to the securities, other financial instruments, and other form of investments issued or offered by the Company (ies) covered in
this Report. It is your own responsibility to: (a) independently evaluate the content of this Report, (b) consider your own individual
investment objectives, financial situation and particular needs, and (c) consult your own professional and financial advisers as to the legal,
business, financial, tax and other aspects before participating in any transaction in respect of the securities of Company (ies) covered in
this Report.

This report is not to be relied upon in substitution for the exercise of independent judgement. Past performance and analysis should not
be taken as an indication or guarantee of future performance, and no representation or warranty, express or implied, is made regarding
future performance. Information, valuations, opinions, forecasts, and estimates contained in this report reflects a judgment at its original
date of publication by KISI and are subject to change without notice, its accuracy is not guaranteed or it may be incomplete.

The views expressed in this Report reflect the personal views of the individual analyst(s) at KISI about the securities or company(ies)
mentioned in the Report and the compensation of the individual analyst(s), is, or will be directly or indirectly related to the performance of
KISI" activities. KISI prohibits the individual analyst(s) who prepared this Report from receiving any compensation, incentive or bonus
based on specific investment banking transactions or for providing a specific recommendation for, or view of, a particular company
(including those covered in the Report). However, the individual analyst(s) may receive compensation based on the scope of his/their
coverage of Company (ies) in the performance of his/their duties or the performance of his/their recommendations.

In reviewing this Report, you should be aware that any or all of the above activities of KISI and its officers, directors and employees,
among other things, may give rise to real or potential conflicts of interest. KISI and its officers, directors and employees, including
persons involved in the preparation or issuance of this report, may, to the extent permitted by law, from time to time participate or invest
in financing transactions with the issuer(s) of the securities mentioned in this report, perform services for or solicit business from such
issuers, and/or have a position or holding, or other material interest, or effect transactions, in such securities or options thereon, or other
investments related thereto. In addition, it may make markets in the securities mentioned in the material presented in this report. KISI
may, to the extent permitted by law, act upon or use the information presented herein, or the research or analysis on which they are
based, before the material is published.

Please note that the securities of the Company (ies) covered in this Report might not be eligible for sale in all jurisdictions or to all
categories of investors. The availability of those securities and your eligibility to invest in those securities will be subject to, among others,
the prevailing laws of the relevant jurisdiction covering those securities. Furthermore, the value and income of any of the securities
covered in this Report can fall as well as rise and an investor (including you) may get back less than invested. Future returns are not
guaranteed, and a loss of original capital may be incurred.

PT Korea Investment and Sekuritas Indonesia is Securities Company Member of the Indonesia Stock Exchange, licensed, registered and
supervised by the Indonesia Financial Services Authority (Otoritas Jasa Keuangan).

©Copyright 2019, PT Korea Investment and Sekuritas Indonesia




