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We initiate coverage on Adani Gas (AGL), India’s largest private sector pure-play city 
gas company and a grossly under-researched stock, with a BUY and TP of INR 172 
(77% upside). The company offers an alluring combination of trailblazing volume 
growth on the back of PNGRB’s round 9 & 10, and path-breaking efficiency levels as 
a result of prudent gas sourcing and higher CNG throughput/station. The JV with 
Indian Oil is on its path to profitability. Given that regulatory tailwinds, operational 
excellence and volume spike can culminate in strong earnings, the investment by 
Total could be a game-changer, as it alters the image of the company to a quasi-
MNC along with bringing synergies across gas sourcing, CNG business and fuel 
retailing. Notably, Covid-19 will likely disrupt volumes, nevertheless, it remains a 
short-term spoil sport to an overall long-term story. 

▪ Increase in volumes by ~6.4x over 7 years to boost overall earnings   
With 15 new GAs now under execution, AGL can potentially increase its 
volumes by ~6.4x over its authorization period. CNG stations count can 
increase by ~7x from 92 in Q3FY20 to ~634 in FY27E; we expect PNG volumes 
to increase by ~6x during the same period. Consequently, AGL should increase 
its overall volumes at 27.4% CAGR from FY20 to FY27 vs. 8.3% CAGR for the 5-
yr period ending FY19. IOAGPL, a JV, added 10 new GAs in the latest two 
rounds, and thus, can potentially add ~8.8 mmsmd over the next 7 years (~65x 
of FY19 volumes). Though Covid-19 would disrupt volumes in CNG and 
industrial segment, long term volume growth story remains intact. CGD 
companies to massively benefit from softer spot LNG and domestic gas prices.  

▪ Strong regulatory tailwinds make it a multi-year story 

PNGRB’s latest two bidding rounds gave a massive push to the overall CGD 
infrastructure with ~4x increase in CNG outlets and ~7x increase in PNG 
connection. With no caps on tariffs, the revised PNGRB bidding regulation puts 
emphasis on network coverage, further encouraging execution, which has been 
AGL’s forte. The environment tribunal’s restriction on traditional fuels in many 
industrial clusters could prove to be another swing factor for CGD companies in 
many GAs.  

▪ Advantage AGL – Highest volume growth, lowest Opex & strong parentage 

AGL’s volume growth potential is 3x the nearest peer. Superior execution in 
terms of higher asset utilization, superior CNG throughput and lowest 
opex/scm (INR ~3.2/scm vs. peer average of INR ~5/scm), results in best in 
class EBITDA/scm. Moreover, AGL is the most insulated from the risk of open 
access relaxations, if at all that materialises. Agile gas sourcing in terms of 
higher reliance on spot LNG and R-cluster gas to result into superior spreads 
going forward. With Total now being a co-promoter along with the Adani 
group, is a complete game changer, bringing remarkable synergies in gas 
sourcing, CNG station expansion and fuel retailing. 

▪ Strong earnings visibility + Quasi MNC => Worthy re-rating candidate  

AGL’s highest potential volume growth amongst peers, superior execution 
track record and robust earnings visibility over peers, coupled with strong 
parentage, makes it a worthy re-rating candidate. Using two staged DCF 
valuation for AGL (standalone) & IOAGPL we arrive at a TP of INR 143 and INR 
29 respectively. Key risks to our valuations include forex fluctuations, APM gas 
re-allocation and execution delays. We thus recommend a BUY with FY22 TP of 
INR 172, implying ~20.5x PE for FY22E with an upside of 77% over the CMP.  

  

 
 

Target Price INR 172  Key Data  

   Bloomberg Code ADGAS IN 

CMP* INR 97.35  Curr Shares O/S (mn) 109.9 

   Diluted Shares O/S(mn) 109.9 

Upside 77%  Mkt Cap (Rsbn/USDbn) 107/1.4 

Price Performance (%)*  52 Wk H / L (Rs) 194.5/76.6 

 1M 6M 1Yr  5 Year H / L (Rs) 194.5/76.6 

AGL IN 4.8 -33.2 --25.2  Daily Vol. (3M Avg.) 2,661,727 

NIFTY 10.1 -22.7 -20.6    

*as on 5th May 2020; Source: Bloomberg, MNCL Research 
 
 

Shareholding pattern (%) 

Particulars Mar-20 Dec-19 Sep-19 Jun-19 

Promoter 74.8 74.8 74.8 74.8 

FIIs 20.4 21.2 21.5 21.6 

DIIs - - - - 

Others 4.8 4.0 3.7 3.6 

 Source: BSE 

Trades at a higher multiple due to prospective growth  

 
Source: MNCL Research, Ace Equity  

 

Valuations scenarios using two stage DCF method 
Particulars (Rs mn) AGL IOAGPL 

PV of Stage 1  434           -15,807  

PV of Stage 2  22,087                9,186  

Terminal Value  143,189             82,898  

Enterprise value  165,710             76,277  

Implied Value per share             143              29  

Source: MNCL Research 
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Y/E Mar (Rsmn) Revenue YoY (%) EBITDA EBITDA (%) Adj PAT YoY (%) Adj EPS RoE (%) RoCE (%) P/E (x) EV/EBITDA (x) 

FY18 13,737 26.4 3,653 26.6 1,620 60.1 1.5 18.9 16.7 - - 

FY19 17,190 25.1 4,546 26.4 2,287 41.2 2.1 20.8 16.3 51.3 26.4 

FY20E 17,471 1.6 5,270 30.2 3,873 69.3 3.4 25.3 17.5 29.8 22.3 

FY21E 14,613 -16.4 5,114 35.0 3,634 -6.2 2.9 17.7 10.9 31.8 23.8 

FY22E 26,107 78.7 9,883 37.9 7,333 101.8 5.9 26.6 15.7 15.7 12.4 

Source: Company, MNCL Research Estimates 

Key sections to read in the report 
Covid-19 impact on the overall volumes 
Analysis of all GAs won during latest rounds 
Two stage DCF for AGL and IOAGPL  
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 Fire in the belly, energy in the pipes  

Average peer PEx TTM = ~21x 
AGL PEx TTM = ~29x 

AGL Historical PEx TTM = ~42x 
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Abbreviations 

▪ AGL – Adani Gas Limited 

▪ CF – Cubic Feet 

▪ CNG – Compressed Natural Gas 

▪ GAs – Geographical Areas won under PNGRB bidding 

▪ GCV – Gross Calorific Value 

▪ GGL – Gujarat Gas Limited 

▪ IGL - Indraprastha Gas Ltd 

▪ IOAGPL – Indian Oil – Adani Gas Private Limited 

▪ Kcal – Kilo Calorie 

▪ LNG – Liquified Natural Gas 

▪ MGL – Mahanagar Gas Limited 

▪ MGO – Minimum Offtake Guarantee 

▪ MMBTU - Metric Million British Thermal Unit 

▪ MMSCMD - Million Standard Cubic Meters per Day 

▪ NCV – Net Calorific Value 

▪ PNG – Piped Natural Gas 

▪ PNGRB – Petroleum & Natural GAs Regulatory Board 

▪ PPAC – Petroleum Planning & Analysis Cell  

▪ Regas – Regassification  

▪ RLNG – Regasified Liquified Natural Gas 

▪ SCM – Standard Cubic Meter  
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Investment Thesis in Charts  

 

 

 

Highest CNG station addition for AGL 

 

  

   

Source: Company, MNCL Research Estimates 
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Advantage AGL: Growth, Execution & Parentage 

  

 

AGL can increase its volumes by ~6.5x over next 7 years on account of the 15 new GAs that it won 
in the recent bidding rounds. CNG stations are poised to expand from 82 in FY19 to ~634 in FY27E. 
Given this, we expect AGL to increase its overall volumes at ~27.4% CAGR from FY19 to FY27E.  

Considering the recent bidding rounds, AGL has the highest growth potential amongst peers who 
are largely dependent on older GAs. Further, dependence on new GAs would reduce the risk on 
account of open access policy / loss of marketing exclusivity, which continue to remain a major 
risk for peers. AGL’s higher CNG station throughput and better asset utilization leads to it having 
one of the lowest opex in the industry at INR ~3.2/scm vs. average peer opex of INR ~5/scm for 
FY19. Further, its gas sourcing strategy and higher dependence CNG business will be EBITDA 
accretive. AGL reported an EBITDA/scm of INR ~10.1/scm vs. peer average of INR ~7.7/scm for 
Q3FY20. 

Exhihit 1: AGL’s EBITDA/scm amongst the highest in the industry  

 
Source: Company, MNCL Research Estimates 

Aggressive wins during the latest PNGRB’s bidding rounds have paved way for a boost in volumes 
for AGL as compared to other listed peers. Further, its dependence on new GAs, which is secured 
by exclusivity, will reduce the risk on account of open access regulations. Listed peers operating 
predominantly out of metro’s stand to loose out on volumes as competition increases. 
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Exhihit 2: AGL has highest potential volume (mmscm) growth Exhihit 3: CNG Stations can be increased by 7x! 

  
Source: PNGRB, MNCL Research.  Source: PNGRB, MNCL Research  

Total, a French energy conglomerate’s entry as a co-promoter is a complete game changer, 
according to us. It not only alters AGL’s profile as a quasi MNC but also brings synergies across gas 
sourcing, CNG operations and fuel retailing. Strong parentage also provides comfort on funding 
risks related to execution of new GAs. AGL’s highest potential volume growth amongst peers, 
superior execution track record and strong parentage, makes it a worthy re-rating candidate. We 
have valued AGL (standalone) and IOAGPL using two staged DCF valuation methodology and 
arrived at a TP of INR 143 and INR 29 respectively. Thus, we recommend a BUY with a two year TP 
of INR 172, implying ~20.5x PE for FY23 with an upside of 77% over the CMP. AGL stands out 
amongst peers in terms of potential growth; available at compelling valuations being a quasi MNC 
play 

Exhihit 4: AGL trading at significant discount to its 1-year forward 
EV/EBITDA  

Exhihit 5: AGL is trading at a discount to its 1-year forward P/E 
chart 

  
Source: Bloomberg, MNCL Research Estimates Source: Bloomberg, MNCL Research Estimates 

Exhihit 6: AGL scores higher in terms margins profile and ROEs; higher valuations on account of higher expected growth 

Company Name 

Mkt 
Cap  

5 Year CAGR % (FY14-FY19) EBITDA  P/E P/B EV/EBITDA ROE ROCE 

D/E 

(Rs bn) Revenue EBITDA PAT 
Margin 

(%) 
(x) (x) (x) (%) (%) 

Adani Gas* 106.8 6.5 20.0 24.2 26.4 29.8 10.5 22.4 25.3 17.8 0.3 

Average of peers    5.4 11.3 33.3 21.9 19.8 8.2 13.5 21.7  28.7 0.2 

Indraprastha Gas 333.6 8.1 9.9 15.5 21.8 30.1 7.4 19.7 19.4 29.6 - 

Gujarat Gas 178.3 -0.1 11.4 71.6 12.8 16.7 6.3 12.5 21.3 19.3 0.7 

Mahanagar Gas 96.8 8.2 12.6 12.9 31.2 12.6 3.5 8.4 24.3 37.3 - 

Source: MNCL Research, ACE Equity, *CAGR from FY15 to FY19 

Though optically AGL’s valuations seem higher vs peer valuations, one must consider that this is 
largely on account of much faster anticipated volume growth vs peers for the years to come. As 
per our estimates, AGL is trading at PEx of ~15.7x for FY22E and ~10.5x for FY23E.  
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~6.5x increase in volumes over 8 years to boost overall 
earnings 

AGL added 15 GAs in the last two rounds of bidding conducted by PNGRB which will start 
translating into volumes FY21 onwards. We expect ramp up in CNG business and industrial PNG 
business in the initial years of operations in the new GAs being low hanging fruits, while 
meaningful penetration in PNG domestic business to happen only after 4-5 years. Given this, we 
expect AGL to increase its overall volumes by 3.7x from FY19 to FY24E and by 6.6x till FY27E.  

Exhihit 7: Huge boost to volumes led by new GAs; CNG business and Industrial PNG business to give 
early kicker while domestic PNG business will take time to penetrate 

  
Source: Company, MNCL Research Estimates 

CNG business & Industrial PNG – Early kicker to overall volumes 

Overall CNG volumes are expected to grow at ~39.8% CAGR from FY20E to FY24E vs. ~7.9% CAGR 
over FY15 to FY19. This will be aided by increase in the store counts by ~3.6x from 82 in FY19 to 
~634 in FY27E. This is on the back of the MWP of the last two bidding rounds, which gives a 
roadmap for network expansion in the GAs for CGD companies over the first 8 years of its 
authorization.  

Exhihit 8: Incremental sales kicker on account of New GAs 

 

 

Source: Company, MNCL Research Estimates 
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Covid-19: Short term spoil sport in a long-term story 

Given the Covid-19 related lockdown, we expect CNG and industrial volumes to be significantly hit 
in Q1FY21, while for Q2FY21 we expect some recoveries vs. Q1FY21. Further, given the economic 
climate, the rate of conversion to CNG to remain slow and also estimate lower new CNG station 
openings for FY21. Softer spot LNG prices & domestic gas prices (APM) will help in increasing the 
spreads, to the extent the reductions are not passed on. Post lockdown, lower industrial PNG 
prices should help in gaining incremental volumes from traditional fuels. 

H2FY21 onwards we expect volume recoveries on account of normalized economic activity and 
contributions from Round 9 GA operations (which has already been started).  

IOAGPL JV also poised for huge volume increase from new GAs 

IOAGPL added 10 new GAs in the latest two rounds of the PNGRB bidding, taking their overall 
count to 19. From the reported volumes of 51 mmscm in FY19, IOAGPL can potentially add ~9.4 
mmsmd over next 7 years on account of these new GA wins. Further, as per the MWP 
commitments, IOAGPL will be setting up ~876 CNG stations and ~23 lakh PNG connections over 
next 7 years, to give a prospective it had only 22 CNG Stations and ~16000 PNG connections as on 
FY19.  

Exhihit 9: IOAGPL – Expected increase in CNG stations Exhihit 10: IOAGPL – Expected increase in PNG connections 

  
Source: Company, MNCL Research Source: Company, MNCL Research 

Exhihit 11: Total volume increase for IOAGPL during next 7 years – largely on account of New GAs 

  
Source: Company, MNCL Research Estimates  
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Round 9 & 10: PNGRB’s giant bazooka for CGD sector 

PNGRB has awarded 132 GAs (geographical areas) in the 9 and 10 rounds of CGD auctions, 
compared to 50 GAs in the first 8 rounds. The overall coverage post Round 10 is ~70% of India’s 
population and ~50% of the area. The auctions witnessed competitive bidding by the participants, 
where network coverage & execution was given a much higher weightage (~80%) as against 
network tariffs which used to be the focus in the earlier rounds. 

The winning bids in PNGRB’s 9 and 10 rounds have committed to a minimum work program, 
which would increase the CNG stations by 7,924 – 4.4x the pre bidding outlets (1,797) across the 
country and 41.3 mn PNG connections – 7.1x the pre bidding connections (~5.3 mn), apart from 
the commitment to lay 0.17 mn inch kms of steel pipeline over a period of next 8 years. 

Exhihit 12: Massive boost to network expansion post Round 9 & 10 in the next decade 

  
Source: Company, MNCL Research Estimates 

AGL participated aggressively in the 9th and the 10th round of CGD bidding conducted by PNGRB 
and won 15 Gas, while the JV partner IOAGPL won 10 GAs taking the total GA count to 38. This 
has paved way for quantum growth for AGL, even as we consider the MWP which is an execution 
commitment given by AGL as a part of its bids.  

Exhihit 13: 6x incremental CNG Stations Exhihit 14: 7x incremental PNG connections Exhihit 15: 2x increase in Steel pipeline 

   

Source: PNGRB, MNCL Research  Source: PNGRB, MNCL Research  Source: PNGRB, MNCL Research 
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Exhihit 16:  Additional network layout for AGL as per the MWP 

Round9 

Geographical Areas States CNG Stations PNG Connections 
Steel Pipelines 

(Inch kms) 

Surendranagar  Gujarat 20 87005 839 

Barwala & Ranpur  Gujarat 4 12098 209 

Navsari, Surat and Tapi Gujarat 25 90191 1010 

Kheda, Morbi & Mahisagar Gujarat 30 175007 1010 

Porbandar  Gujarat 12 60464 704 

Bhiwani, Charkhi Dadri & Mahendragarh  Haryana 60 150464 1010 

Nuh & Palwal  Haryana 60 181019 803 

Udipi  Karnataka 11 110099 569 

Balasore, Bhadrak & Mayurbhanj  Odisha  20 150464 506 

Bhilwara & Bundi  Rajasthan 25 270056 659 

Chittorgarh Rajasthan 70 400583 1568 

Cuddalore, Nagapattinam & Tiruvarur  Tamil Nadu 40 300089 839 

Tiruppur  Tamil Nadu 75 375005 829 

Total in Round 9   452  2,362,544.0  10555 

Round 10 

Geographical Areas States CNG Stations PNG Connections 
Steel Pipelines 

(Inch kms) 

Anuppur, Bilaspur and Korba  
Madhya Pradesh 
& Chattisgarh 

20 77033 1289 

Jhansi District, Bhind, Jalaun, Lalitpur and Datia  
Madhya Pradesh 
& Uttar Pradesh 

29 110099 1568 

Total in Round 10   49 187132 2857 

Source: MNCL Research 

The demand potential for AGL from its own 15 GAs and IOAGPL’s 10 GAs stand at 97 mmscmd 
over next 8 years, as per its own estimates. Against this, AGL supplied ~1.5 mmscmd gas in FY19. 
AGL & IOAGPL have committed to add 1,377 CNG stations from the base of 104 operated in FY19. 

Exhihit 17: Opportunity for AGL + IOAGPL from the New GAs 

  
Source: Company, MNCL Research Estimates 

 

Potential volumes as 
per AGL is 97 mmscmd 
over next 8 years vs 
~1.5 mmscmd in FY19 
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Analysis of new GAs for AGL and IOAGPL 

Capex largely skewed towards PNG business 

We analyzed AGL’s and IOAGPL’s portfolio in order to better understand the capital intensity and 
the expected payoff. For the purpose of computation average investment of INR ~16,000 
(excluding deposit money) per PNG connection, INR 17 mn per CNG station and INR 1.2 mn per 1 
km of steel pipe connection have been considered. Further, we have considered the 
commitments given by the bidders as per their MWP. 

Exhihit 18: Capex requirement for AGL for Round 9 & 10 GAs 

Particulars CNG Stations PNG Connections Steel Pipelines Estimated capex (INR mn) 

Round 9 7684.0 37800.7 12666.0 58150.7 

Round 10 833.0 2994.1 3428.4 7255.5 

Capex allocation 13% 62% 25%  

Source: MNCL Research  

Exhihit 19: Capex requirement for IOAGPL for Round 9 & 10 GAs 

Particulars CNG Stations PNG Connections Steel Pipelines Total Capex (INR mn) 

Round 9 14246.0 35949.4 14043.6 64239.0 

Round 10 646 1232.528 1050 2928.53 

Total  14892.0 37181.9 15093.6 67167.5 

Capex allocation 22% 55% 22%  

Source: MNCL Research  

Exhihit 20: Overall capex requirement of all the bidders for Round 9 & 10 GAs 

Particulars CNG Stations PNG Connections Steel Pipelines Total Capex (INR mn) 

Round 9 54405.0 229583.5 107801.1 391789.6 

Round 10 53670.0 304391.4 63994.7 422056.1 

Total  108075.0 533974.9 171795.8 813845.7 

Capex allocation 13% 66% 21%  

Source: MNCL Research  

Most of the capital is allocated towards PNG & industrial business which would meaningfully 
contribute to volumes only after 3-4 years of the start of authorization. Further, increasing 
penetration in non-metros, where residential areas are rather fragmented, would be a tough ask.  

Just from the above data, both AGL and IOAGPL have done better than the average allotted GAs 
in terms of allocation of expected capex to PNG, IOAGPL seems to have a much richer portfolio.  

  

Both AGL & IOAGPL 
have better GA wins as 
compared to average 
bidders 

CNG business to drive 
initial volumes while 
PNG segment will 
contribute later 
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CNG most lucrative; PNG to be IRR dilutive 

The revised gas allocation policy dated August 20, 2014 allowed 100% domestic gas (APM and 
PMT) supply for domestic households (D-PNG) and transport sector (CNG) based on their last 6- 
month average consumption. An additional 10% of gas is allocated to meet any fluctuations in 
growth and demand. This clearly demonstrates government’s intent to encourage the use of 
natural gas in domestic households (D-PNG) and transport sector (CNG).  

Exhihit 21: APM gas cost calculations 

Particulars Units APM Gas 

Gas price (GCV) (a) USD / mmbtu                                     2.39  

Procurement Ratio (b) %                                     0.79  

Total gas cost (a)/(b)=(c)                                      3.03  

Other costs (d) USD / mmbtu                                     1.20  

Exchange rate (e) INR / USD                                  75.00  

Total cost (e)*((d)+(c)) INR / mmbtu                               316.90  

Cost per scm INR / scm                                  12.55  

Source: MNCL Research 

Exhihit 22: Unit costing for CNG & PNG business with domestic gas  

Particulars Units CNG D-PNG 

Raw material (a) INR /scm                                  12.55                                  12.55  

Opex (b) INR /scm                                     5.80                                     2.00  

Spread (a) + (b) INR /scm                                     9.49                                  10.75  

Base Price in Rs/scm INR /scm                                  27.84                                  25.30  

VAT (15%) INR /scm                                      3.79  

Retail Selling Price INR /scm                                  29.09  

      

Base price in Rs/Kg INR /kg                                  39.26    

Excise (14%) INR /kg                                     6.46    

VAT (15%) INR /kg                                     6.86    

Retail Selling Price INR /kg                                  52.57    

Source: MNCL Research 

Average volumes per CNG station per annum stand at ~2.3mn kgs per station and for a domestic 
PNG connection stand at ~95 kg per connection per annum. However, one CNG station entails an 
investment of INR 17mn, while to achieve similar volumes investment in PNG connections would 
be INR 384mn (~22x more than CNG station). Thus, in our view, irrespective of higher spreads, 
domestic PNG business remains a ROE dilutive business. Also, for the above computation, deposit 
money from customers has not been considered.   

Slippages in PNG connection commitment built in during bidding itself  

We believe that CGD companies make below par returns if they go on to achieve all the three 
conditions in the MWP. Given this, we expect that most of the bidders have built in some slippage 
of PNG connections in their bids. 

 

 

 

 

  

PNG Segment requires 
22x more capex to 
achieve volumes 
similar to PNG segment 
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Attractiveness of new geographical areas 

Given the volume / capex tradeoff, we analyzed individual GAs of AGL and IOAGPL to gauge their 
overall attractiveness and significance.  

Exhihit 23: Most attractive & most significant geographical areas for AGL from Round 9 & 10 

Geographical Areas State Round 
Expected Volumes % to overall 

volumes 

Most attractive – In terms of expected IRRs 

Bhiwani, Charkhi Dadri & Mahendragarh  Haryana Round 9 12% 

Nuh & Palwal  Haryana Round 9  12% 

Most significant – In terms of volumes 

Tiruppur  Tamil Nadu Round 9 16% 

Chittorgarh Rajasthan Round 9  16% 

Source: MNCL Research 

Exhihit 24: Most attractive & most significant geographical areas for IOAGPL from Round 9 & 10 

Geographical Areas State Round 
Expected Volumes % to 

overall volumes 

Most attractive – In terms of expected IRRs 

Panchkula, Sirmaur, Shimla, Solan  Haryana & Himachal Pradesh Round 9 5% 

Gaya & Nalanda  Bihar Round 9  5% 

Most significant – In terms of volumes 

Palakkad & Thrissur  Kerala Round 9 23% 

Kozhikode & Wayanad  Kerala Round 9  16% 

Source: MNCL Research  

From our analysis, we believe both AGL and IOAGPL have a fairly attractive portfolio as compared 
to other bids submitted during Round 9 & 10. Further, in terms of geographical concentrations, 
IOAGPL is fairly concentrated in Kerala with ~69% of expected incremental volumes from the 
state, while AGL is fairly diversified amongst Gujarat, Haryana, Tamil Nadu & Rajasthan.  

As far as gas pipeline connection goes, as per us most of the lines in Haryana, Rajasthan and 
Gujarat are connected with existing lines. Further, proposed lines in Rajasthan will improve 
penetration. For IOAGPL, existing LNG terminal in Kerala and gas pipeline will help them secure 
their overall gas demands for newer GAs in Kerala.  

  

IOAGPL has ~69% volume 
concentration in Kerala 
for the new GAs  
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IOAGPL – Massive scale-up in volume lies ahead! 

Indian Oil Adani Gas Private Limited (‘IOAGPL’), incorporated in October 2013, is an equal JV of 
Indian Oil Corporation Limited and AGL. IOAGPL was authorized by PNGRB through its order dated 
May 8, 2013, to lay, implement, and operate CGD networks in Allahabad and Chandigarh. These 
CGD projects were put up for bidding in round two of the auctions. The company won CGD 
projects for Ernakulam, Panipat, and Daman in round four; Dharwad and Udham Singh Nagar in 
round five; South Goa and Bulandshahr in round eight. These nine projects are being 
implemented at an estimated cost of Rs 1590 crore in the first five years. The company has 
further won nine GAs in the 9th round of auction for which it is to submit bank guarantee to 
obtain the final authorisation letter. The company has started commercial operations in 
Ernakulam, Chandigarh, Allahabad, Panipat, Daman and Udham Singh Nagar. 

As on March 31, 2019, IOAGPL had 22 CNG stations, 6,100 kms of pipeline network and 16,000 
PNG connections. 

New GAs to spurt the overall growth momentum 

IOAGPL added 10 new GAs in the latest two rounds of the PNGRB bidding, taking overall count to 
19. In our view, these new rounds would entail a capex of INR ~6,717 cr for IOAGPL over the next 
8 years. From a volume prospective, most of the new GAs are out of Kerala (~69% of incremental 
volume potential), for which they would be able to secure gas supply from Kochi terminal.  

Exhihit 25: List of winning bids for IOAGPL during Round 9 & 10 of the PNGRB bidding  

Round 9 – IOAGPL 

Geographical Areas States CNG Stations 
PNG 

Connections 

Steel 
Pipelines 

(Inch kms) 

Panchkula, Sirmaur, Shimla, Solan Haryana & Himachal Pradesh 45 32360   

Kozhikode & Wayanad Districts Kerala 142 421277 927 

Malappuram District Kerala 130 338518 1671 

Kannur, Kasaragod & Mahe Districts Kerala & Puducherry 125 367176 1103 

Palakkad & Thrissur Districts Kerala 200 600000 2126 

Bulandshahr District, Aligarh & Hathras Districts Uttar Pradesh 46 143404 1662 

Allahabad District, Bhadohi & Kaushambi Districts Uttar Pradesh 24 58658 680 

Burdwan District West Bengal 80 247852 2230 

Gaya & Nalanda Districts Bihar 46 37591 1304 

Total in Round 9   838 2246836 11703 

Round 10 – IOAGPL 

Geographical Areas States CNG Stations 
PNG 

Connections 

Steel 
Pipelines 

(Inch kms) 

Jaunpur and Ghazipur Districts Uttar Pradesh 38 77033 875 

Total in Round 10   38 77033 875 

Source: Company, MNCL Research 

  

New GAs would require a 
capex of INR ~6717 crs  
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Risk of loss of exclusivity in older GAs 

IOAGPL will be the sole distributor of compressed natural gas (CNG) in the CGD projects bagged in 
the PNGRB auction. As per approval from PNGRB, the company has marketing exclusivity till May 
2018 for Allahabad and Chandigarh; till April 2020 for Daman and Panipat; till October 2020 for 
Ernakulam; till July 2020 for Udham Singh Nagar; till September 2020 for Dharwad; till February 
2023 for South Goa and March 2023 for Bulanshahr.  

Further, 9 GAs acquired in the ninth round of auctions will have their marketing exclusivity for 8 
years from the date of grant of authorisation. It will also have network exclusivity for 25 years for 
its CGDs. 

Strong parentage to benefit 

The company will benefit from gaining access to IOCL's retail outlets on commercial terms. 
IOAGPL will also benefit from IOCL's 12.5% equity stake in, and 30% marketing rights for, natural 
gas in the re-gasified liquefied natural gas (RLNG) terminal at Dahej and Kochi Petronet LNG, 
which will be made available for the JV's CGD projects at commercial terms. AGL will lend its 
management and technical expertise backed by experience in operating CGD projects. The JV will 
also benefit from the promoters' ability to tie-up debt for projects. In addition, the promoters and 
promoter group companies have provided a 50:50 corporate guarantee to support the PBGs 

Funding needs new GAs 

AGL had contributed INR 185.5 crore to IOAGPL as equity as on March 31, 2019 and an estimated 
additional contribution of around INR ~300 crore (50% contribution in the JV’s equity capital) 
would be required over the duration of project implementation of GAs authorized in the 8th 
round. Additionally, IOAGPL got awarded nine new GAs for CGD implementation by the PNGRB in 
9th round and one GA in 10th round. The company expects a total capex requirement for these 
new GAs to be about INR ~6,717 crore during first 8 years, as per our estimates. As per the con-
call, proposed debt equity for Round 9 GAs is 65:35, AGL would be required to contribute 
significant equity commensurate to its stake in IOAGPL. 

 

  

Incremental capex of INR 
~6,717 cr to be done 
with debt equity of 
65:35. AGL & Indian oil 
will have to invest 
further. 



 

 

 

16 Adani Gas Limited 

MNCL Research is also available on Bloomberg and Thomson Reuters 
Initiating Coverage 

Softer Spot LNG & Brent – Benefit to industrial segment 

LNG supply glut to continue; Softer prices to boost margins 

The Japan – Korea – Marker LNG prices, which plummeted to USD 2.7/mmbtu in February, 2020 

on account of slump in Chinese demand following Covid-19 lockdown has further corrected to 

USD 1.93/mmbtu in April, 2020 on similar lines with fall in US & Europe gas prices. The fall has 

been significantly steep given that in April 2019 prices stood at USD 10/mmbtu. Given that 

additional LNG supplies are expected in FY21 and arrested global demand, the LNG prices are 

expected to remain soft, thus boosting overall margins in the industrial business given its overall 

competitiveness to traditional fuels such as Fuel oils etc.  

Exhihit 26: Spreads in Industrial segment under various spot LNG prices 

Particulars Units Case 1 Case 2 Case 3 Case 4 

Spot LNG Prices USD / mmbtu 3 3.5 4 4.5 

Exchange Rate INR / USD 75 75 75 75 

Gas price INR / SCM  8.91   10.40   11.88   13.37  

Regas Margins INR / SCM  1.95   1.95   1.95   1.95  

Purchase Tax  INR / SCM  0.43   0.49   0.55   0.61  

GSPL pipeline charges INR / SCM  1.63   1.63   1.63   1.63  

Other Charges INR / SCM  2.08   2.08   2.08   2.08  

Network Charges INR / SCM  6.73   6.73   6.73   6.73  

Total costs INR / SCM  21.74   23.28   24.83   26.37  

Cost to Industrial Customers (MGO) INR / SCM  31.00   31.00   31.00   31.00  

Spreads INR / SCM  9.26   7.72   6.17   4.63  

Source: MNCL Research 

It is pertinent to note that CGD companies with higher reliance on spot LNG would be benefitted 

vs. others with higher reliance on long term contracts. Further, given the price trend, we believe 

invocation of force majeure clause / re-negotiations to bring down the prices of long term 

contracts.  

Domestic R-cluster gas from Q3FY21; benefits to lag fall in Brent prices 

AGL bagged 0.3 mmscmd of R-cluster gas from auction conducted by Reliance Industries. A total 
of 5 mmscmd was auctioned of which CGD players have bagged 36% (1.8mmscmd) of the total 
volume at price of ~8.5% slope to 3-month average of Brent prices. For AGL, supplies are 
expected to start from Q3FY21 onwards, and thus, fall in Brent should lead to lower R-cluster 
prices. 
 
Given the trade-off between the cost of transportation from Andhra Pradesh to Gujarat and the 
regas charges for RLNG gas, R-cluster gas is expected to be competitive as compared to the 
already soft spot LNG prices. As per us, given the softer Brent prices, Brent linked domestic gas 
such as R-cluster gas will significantly make CGD players more competitive in the industrial and 
commercial segment.  
 
 
 

  

Spot LNG prices plummeted 
below USD 2/mmbtu in 
April, 2020 from USD 
10/mmbtu in April 2019. 

AGL bagged 0.3 mmscmd of 
R-cluster gas which will be 
available in H2FY21 onwards 
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APM price reduction – Largely passed on to customers 

The Ministry of Petroleum and Natural Gas revised the prices for domestic natural gas (APM gas) 

from USD 3.23 / mmbtu to USD 2.39 / mmbtu from April 1, 2020 to September 30, 2020. 

However, irrespective of the steep fall in domestic gas prices, many CGD players would increase 

the mix of imported gas considering the nature of correction it has seen.  

Further, AGL has passed on some part of the price reduction to CNG and PNG customers. 

However, given the lower volumes on account of the lockdown, impact on spreads may remain 

affected to the extent on fixed component of the operating cost. 

Exhihit 27: Spreads post reduction of APM prices and price reduction for the DPNG and CNG 
segment 

Particulars Units APM Gas - H2FY20 APM Gas - H1FY21 

Gas price (GCV) USD / mmbtu                               3.23                                      2.39  

Procurement Ratio  %                                0.79                                      0.79  

Total gas cost  USD / mmbtu                                4.09                                      3.03  

Other costs  USD / mmbtu                                1.20                                      1.20  

Exchange rate INR / USD                            71.00                                   75.00  

Total cost  INR / mmbtu                          375.49                                316.90  

Cost per scm INR / scm                            14.87                                   12.55  

Source: MNCL Research 

In the below table, price reduction in the retail selling prices has been considered for Ahmedabad 

GA, as per AGL’s press release dated April 9, 2020.  

Exhihit 28: Spreads post reduction of APM prices and price reduction for the DPNG and CNG 
segment 

Particulars Units CNG CNG D-PNG D-PNG 

Raw material price (a) INR /scm 14.87 12.55 14.87 12.55 

Opex (b) INR /scm 5.80 5.80 2.00 2.00 

Spread  INR /scm 8.36 9.49 9.29 10.75 

Base Price in Rs/scm INR /scm 29.03 27.84 26.17 25.30 

VAT (15%) INR /scm   3.92 3.79 

Retail Selling Price INR /scm   30.09 29.09 

        

Base price in Rs/Kg INR /kg 40.94 39.26   

Excise (14%) INR /kg 6.73 6.46   

VAT (15%) INR /kg 7.15 6.86   

Retail Selling Price* INR /kg 54.82 52.57   

Source: MNCL Research, Prices as on April 9, 2020 in Ahmedabad. 

 

  

Entire benefit of the APM 
price reduction has not 
been passed on yet. Fixed 
cost to dent spreads during 
lockdown. 
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Covid 19: Short term spoil sport to a long-term story 

On account of the ongoing lockdown, CGD players are adversely affected on account of fall in 

demand in CNG and industrial volumes. We thus, have projected lower volumes from the 

captioned segments for Q4FY20 and H1FY21, on account of the lockdown and overall demand 

slump to follow.  

Volume impact on account of Covid-19  

Beyond the direct loss of volumes during the lockdown, volumes in H2FY21 will be impacted on 

account of many other factors such as lower pace of opening of new CNG stations, slower pace of 

on ground execution in the New GAs, tepid economic recovery and slower pace of conversion to 

CNG. Restrictions on public transport and private cab services post lockdown may further impact 

CNG volumes.   

Network infrastructure laying and opening of new CNG stations likely to remain challenging for 

the given period on account of problems related to manpower and slower pace of economic 

activity. Given the economic slowdown, it will be difficult to open newer GAs under DoDo model. 

Any delay beyond H1FY21 in the execution of new GAs / opening of new CNG stations is likely to 

have a spill over impact in FY22 and FY23 to some extent.  

Exhihit 29: Impact on the volumes on account of Covid-19 led disruptions 

Particulars 
Impact in 
Q4FY20 

Impact in 
H1FY21 

Impact in 
H2FY21 

Comments 

CNG Volumes -39% -63% -27% 

Impact on Q4FY20 & H1FY21 on account of the 
lockdown followed by gradual recovery. H2FY21 to 
be affected on account of lower new CNG stations 
opening during H1FY21 and lower CNG 
conversions.  

DPNG Volumes -3% -8% -16% 

Limited impact during the lockdown, however 
volumes will be affected in H2FY21 on account of 
slower pace of DPNG connection additions and 
slower pace of on execution (pipelines) during 
H1FY21. 

Industrial Volumes -34% -61% -26% 

Impact same as the CNG business. Given its cyclical 
nature H2FY21 likely to face the hangover impact 
of the lockdown. However, softer gas prices and 
restriction on imported coal can lead to positive 
surprises in H2FY21. 

Total Volumes -34% -58% -26% 
Overall impact higher on account of higher 
exposure to CNG and industrial business. 

Source: MNCL Research 

Exhihit 30: AGL is better off vs. other CGD players given the mix 

Particulars AGL GGL IGL MGL 

CNG  51% 16% 75% 73% 

Domestic PNG  16% 5% 5% 13% 

Industrial / Commercial PNG  33% 79% 20% 14% 

Source: Company, MNCL Research  

PNGRB likely to extend deadline; 11th bidding round may be delayed 

The annual & overall deadline for the work committed under MWP as a part of the bidding 

agreement is likely to be extended given the lockdown. Companies which participated post 7th 

round of bidding will be benefited by the relief. Further, 11th round of bidding which was 

expected to cover 44 new GAs with majority in Tamil Nadu (8), Maharashtra (7) and Madhya 

Pradesh (6) is most likely to be delayed to next year.  

 

Significant volume disruption 
to the extent of ~45% of 
cumulative volumes 
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Massive increase in Gas infrastructure  

Regulations pertaining to authorization/bidding of CGD networks were amended in 2018. The 
revised regulatory framework helped in attracting wider participation from public and private 
sector in CGD sector and leading to expand the coverage of CGD to 228 GAs spread over 406 
districts with potential to cover about 53% of the country’s area and 70% of country’s population. 
It will make available environment friendly fuel i.e. CNG/PNG to public at large. 

To promote the development of CGD network, the Government has accorded the priority in 
domestic gas allocation to PNG (Domestic) and CNG (Transport) segments. It has been decided to 
meet 100% gas requirement of CNG (T) and PNG (D) segments through supply of domestic gas 
which is cheaper than imported gas. At present, CGD sector is consuming approx. 14.36 Million 
Metric Standard Cubic Meter per Day (MMSCMD) of domestic Gas for CNG (Transport) and PNG 
(Domestic) sector. There is approx. 10.91 MMSCMD of imported Re-gasified Liquefied Natural Gas 
(RLNG) used by Commercial and Industrial segment of CGD sector. 

Exhihit 31: Aggressive bidding in Round 9 & 10 to increase gas demand  

 

Source: Company, MNCL Research Estimates 

The recently concluded 9th & 10th bidding rounds have increased the coverage of the network 

from ~20% of population before such rounds to 70% post its completion. Beyond this, CNG 

stations are expected to increase by 4.5x and domestic PNG connections to be increased by 7.8x.  

Exhihit 32: Steel pipe infrastructure ramp-up  (Inch – Kms) Exhihit 33: Increase in CNG Stations & PNG connections 

  
Source: Company, MNCL Research  Source: Company, MNCL Research  
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Revised regulations; thrust on better execution  

On April 3, 2018, PNGRB notified an amended regulation which saw a clear shift of focus from 
network tariff and compression charges to higher network penetration. The bidding criteria was 
revised such that 80% weightage (compared to 0% earlier) was allotted to infrastructure creation 
so that gas network penetration is maximized while at the same time, participation of more 
players is incentivized with the extension of marketing exclusivity period for authorized entities to 
eight years (extendable upto ten years) as compared to five years earlier. This change should push 
the bidding entities to commit the highest resources to reach the highest number of consumers, 
which has been a key thrust area of the government 

Exhihit 34: Bidding criteria under the old regime Exhihit 35: Bidding criteria under the new regime 

  
Source: PNGRB, MNCL Research  Source: PNGRB, MNCL Research  

Exhihit 36: Key changes to the regulations; more emphasis on execution 

Under older regulation Under new regulation 

Marketing exclusivity – Incentivizes better execution 

5 years marketing exclusivity period from date of 
authorization 

8 years; Can be increased by 2 yrs if bid target for 
each of the eight years is achieved successfully. 
Can be increased by 1 year if overall bid target 
achieved. 

Performance Guarantee – In order to encourage aggressive bidding 

Additional bid bond (ABB) equivalent to 4 times of 
bid bond as a PBG which could be forfeited in case 
of not meeting with MWP. 
Same is returned upon completion of MWP/end of 
marketing exclusivity. 

Performance bond linked to population – Rs 0.5 
billion for 5+ million population, Rs 15 million for 
less than 0.1 million population.  
Valid for 3 years initially; to be renewed for 3 
more years and so on; PBG to be reduced to 40% 
of initial value after successful completion of work 
programme; Penalty by encashment in case of 
under achievement followed by replenishment of 
PBG.  

Grant of authorization conditions – Gives more time for gas tie-up and financial closure  

Financial closure (not exceeding 180 days)  
 
 
Gas tie-up (not exceeding 180 days)  
 

Financial closure for >90% of 8 year project cost 
(within 270 days). 
 
Pipeline entity to provide connectivity/access 
(within 180 or 270 days depending on availability 
of Sectionalizing Valve station). 

Source: PNGRB, ICRA, MNCL Research 
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Minimum Works Program - Targets for better execution 

The new regulation also provides adequate checks by way of prescribed Minimum Work 
Programme (MWP) targets for each year for all three measurable segments – Steel pipeline 
length, CNG stations and domestic connections. In case of under-achievement, there are penalties 
for each year. Further, the new regulation provides for adequate pre-defined penalties to be 
imposed on the authorized entities in case of interruption in gas supply to consumers and 
adherence to other service quality standards. Thus, the regulation allows for a higher incentive, 
but also provides clearly for penalties if adequate efforts to meet the commitments are not made 
by the bid winners, which is a positive for development of the CGD sector over the long term. 

Exhihit 37: Minimum Works Programme (MWP)  

Year PNC Connections CNG Stations Steel Pipelines 

1 0 0 5% 

2 10% 15% 20% 

3 20% 30% 40% 

4 30% 45% 60% 

5 40% 60% 70% 

6 60% 75% 80% 

7 80% 90% 90% 

8 100% 100% 100% 

Source: PNGRB, MNCL Research 

Apart from the total number of domestic connections and the total pipeline to be laid, the 

new regulations have also incorporated the number of CNG stations into the ambit of MWP. 

The new regulation has further clearly specified penalties that can be levied each year, thus, 

avoiding any controversies at the time of determining the quantum of penalties. A pre-

determined penalty shall be levied and recovered from the entity within three months from 

the end of each contract year in respect of any shortfall in achieving cumulative work 

programme targets for that contract year computed at the rates specified in the Annexure * 

without any notice. Only in the case of a force majeure situation duly accepted by the 

PNGRB, the pre-determined penalty may be waived or reduced. 

Exhihit 38: Penalties as a part of revised regulations 

Particular PNG Connections CNG Stations Steel Pipelines 

Shortfall Penalty 
INR 750  INR 20 lakhs INR 1.5 lakhs 

(Per Connection)  (Per Station) (Per KM pipeline) 

Source: PNGRB, MNCL Research  

Further, any penalty levied shall initially be recovered by encashment of the performance 

bond. The entity shall be required to make good the performance bond to its full value within 

thirty days of encashment. If the entity fails to make good the performance bond within such 

period, the Board shall encash the remaining amount of the performance bond and may also 

terminate the authorisation. Thus, it makes it very clear that non-adherence to the MWP 

would mean immediate impact on the financials of the CGD entity. This will further aid in 

ensuring strong commitment to completion of the project in a timely manner. 

 

  

Shortfall penalty 
on account of non-
execution of MWP 
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NGT – A potential swing factor for Industrial segment 

For the industrial segment, substitution of fuel oils and coal has driven the overall demand for 
PNG. However, environmental regulation continues to be the biggest catalyst for increasing gas 
consumption.   

The Central Pollution Control Board (CPCB) and state PCBs have identified 100 polluted areas 
which are further categorized in as critically polluted (38), severely polluted (31) and the rest as 
other polluted areas. The National Green Tribunal (NGT) in December 2018 ordered the state 
PCBs to finalise the plan to bring down the pollution level in these critically and severally polluted 
areas, and submit reports on action taken to limit polluting activities by June 2019. NGT further 
ordered in July 2019 that these areas must be prohibited from activities causing pollution within 
three months (Oct-2019) and no further industrial activities or expansions are allowed in these 
areas until the pollution level is brought within the prescribed limits. In November 2019, NGT 
gave a strict order to CPCB and PCBs and gave a three-month deadline (till mid-Feb) to implement 
their action plans to prohibit pollution-causing activities in the above areas.  

Failing this, NGT ordered that they may proceed against the Chairman and the Member 
Secretaries of the State PCBs and this may include replacement of persons heading such PCBs or 
stopping their salaries, etc. 

Morbi, a text book case for industrial volumes kicker 

In an earlier instance of NGT order in Morbi cluster in Gujarat to curb air pollution, several coal 
gasifiers were closed. The ceramic industry in Morbi, Gujarat has shifted from coal gasifiers to the 
use of natural gas over the last six months, driving incremental gas demand of 4.8 mmscmd for 
Gujarat Gas over the next decade from current consumption of 4.5 mmscmd. Therefore, NGT 
orders can be potentially a big swing factor for the gas demand, though it is difficult to quantify 
currently. 

Potential GAs which may swing industrial business 

AGL & IOAGPL can benefit on any NGT order / regulations compelling shifting to gas from 
traditional sources in these captioned geographies. Given that these areas have already been 
listed by NGT, the probability for the above to happen stands to be higher. Pertinent to note that 
AGL has won a few parts of Morbi and Surat in Round 9 which were previously not authorized and 
thus any potential volume swing will be split between AGL and other player. Also, Faridabad is 
already live for AGL. Tiruppur, a new authorization, is significant GA in terms of the overall 
expected volumes (~16% of incremental volumes) can potentially have a swing impact for the 
industrial business. 

Exhihit 39: CPAs and SPAs as per NGT, bids won by AGL & IOAGPL 

Particulars State Rank Air  Water Land CEPI Score Bidder 

Critically Polluting Area 

Bulandsahar-Khurza Uttar Pradesh 8 79.5 76 36.8 85.2 IOAGPL 

Surat Gujarat 26 46 68.3 56 76.4 AGL 

Tiruppur Tamil Nadu 32 33 65 64 72.4 AGL 

Severally Polluting Areas  

Cudalore Tamil Nadu 62 25 58.3 41.3 62.6 AGL 

Faridabad Haryana 63 55.3 53.8 28.8 62.2 AGL 

Source: NGT, MNCL Research   

AGL is ~4 GAs 
falling under major 
polluting areas 
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Open Access Regulation – AGL least impacted 

PNGRB’s objective in introducing open access once marketing exclusivity ends is to bring in more 
competition in the interest of consumers. Open access may result in some shift in market share 
from the incumbents operating in Metro’s and other active GA’s in their CNG segment. As per the 
open access policy, network will be open for third parties to bring gas and sell CNG and PNG using 
the incumbents’ infrastructure (to the extent of 20%) after paying the tariff. PNGRB is in the 
process of going through the modalities of public consultation to decide on the methodology for 
fixing the tariff for the city gas network under open access based on the ‘common carrier’ 
principle. The regulator may adopt either of two options proposed in the consultation paper 
floated to get public comments (i) the cost of service method, or (ii) allow the operator to fix tariff 
on auction method based on bids submitted by shippers of gas. 

Highest risk to GAs won under bid rounds 4 - 6 

Post marketing exclusivity period, a third-party marketer can pay the incumbent the pre-
determined network transportation charges and market natural gas to the consumers in the GA. 
Going forward, as gas supply improves, especially for attractive GAs, the incumbent will be 
exposed to the risk of competition from third-party marketers. The incumbents winning in recent 
rounds will have an advantage of not having to bear the additional transportation charges (since it 
owns the network), giving it a price advantage equivalent to the transportation charges. As a 
result, this risk will especially be high for GAs won under Bid Rounds 4-6, wherein most of the GAs 
were won by bidding nearly nil transportation charges and are out of marketing exclusivity. 

Open access is less likely to result in lower prices for the customers 

Be it incumbent or a third-party marketer, the operating cost is less likely to be significantly 
different. Further, the third-party marketer will have to secure APM gas supply which would 
prove to be a major challenge. Hence as per us, this move is less likely to provide pricing benefits 
to the customers. 

Availability of APM gas for third party marketers is not clear 

In the notification dated August 20, 2014, the Ministry of Petroleum and Natural Gas (MoPNG) on 
domestic gas allocation, mentions only “CGD entity”. This means that the gas allocation policy 
may not be applicable to the third party entities operating in the existing GAs who are not 
authorized. Thus, there may be a case that third party operators may have to procure gas 
imported LNG gas, if clarity is not available on APM gas allocation to third party marketers. 

CNG business more lucrative; PNG business to not face any competition 

CNG business generally yields a far better IRR than the PNG business, and thus, will attract a lot of 
competition. Further, as the OMCs continue to host significant number of CGD operators in their 
outlets, CNG business remains a low hanging fruit for them. It would be extremely unfair on the 
incumbents as new competition will cherry pick on CNG business while they are compelled by 
way of MWP to operate in PNG segment as well; thus we wait more clarity on this aspect.   

AGL has least impact 
on account of loss of 
exclusivity 
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End of marketing exclusivity – Overall impact on volumes likely 

Recent draft policy issued by the PNGRB on open access post the end of marketing exclusivity, can 
potentially lead to market share loss for the incumbent CGD players in favor of new entrants. 
While threat of new entrant remains, important clarification on transportation/ compression 
tariffs to be paid to incumbents are awaited.   

However, in case of other peers, dependence on older GAs with limited participation in the latest 
bidding rounds pose a considerable business risk given this risk of materially losing market share. 
For IGL & MGL, majority of their revenues come from GAs out of exclusivity, and we believe, there 
exists considerable market share loss to OMCs who pose a potent risk in the CNG segment whose 
fuel stations account for ~50% of CGD’s total outlets. As far as GGL is concerned, major 
dependence on industrial segment reduces the risk of outside entrant. AGL still has majority of its 
GAs under exclusivity and given the new authorizations, we believe the overall risk on account of 
end of marketing exclusivity is relatively lower. 

Exhihit 40: GAs facing the risk of outside competition as their marketing exclusivity ends 

Companies Affected Gas Status 

IGL 
NCT of Delhi (Including Noida 
&Ghaziabad) 

Marketing exclusivity ended in 2012. Infrastructure exclusivity ends in 2033 
(extension assumed) 

MGL Mumbai and Thane 
Marketing exclusivity ended in 2012. Infra exclusivity ends in 2030 for 
Mumbai and 2040 for Thane (extension assumed). 

GGL Gujarat, Dadar & Nagar Haveli Marketing exclusivity ended for 8 GAs in Gujarat.  

AGL Ahmedabad & Kurja Marketing exclusivity slated to end in FY21-22.  

Source: MNCL Research  

In our view, incumbents are more likely to face competition from OMCs than other CGD 
companies and largely in CNG business. The CGDs pay INR ~4/kg to the OMCs for use of the 
infrastructure, thus, as per the calculations below, any network charges below the threshold will 
lead to OMCs denting the CNG volumes in large metros for incumbents such as MGL & IGL. 
Pertinent to understand that CGD companies have INR ~4/kg of commission paid to OMCs as a 
part of their opex and thus overall opex for OMCs would stand to be at a lower number.  

Exhihit 41: Network charges tradeoff for OMCs to enter CNG business 

Particulars Units CGD Companies OMCs 

Raw material (a) INR /kg                           18.57                18.57  

Opex (b) INR /kg                              8.12                   4.12  

Network charges trade off INR /kg                 13.83  

Spread (a) + (b) INR /kg                           13.83                   4.00  

Base Price INR /kg                           40.52                40.52  

Excise (14%) INR /kg                              5.67                   5.67  

VAT (15%) INR /kg                              6.08                   6.08  

Retail Selling Price INR /kg                           52.27                52.27  

Source: MNCL Research  

Clarity on network 
charges critical for 
OMCs to enter CNG 
business 
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Advantage AGL: Growth, Execution & Parentage 

Highest growth potential vs. peers 

Considering that most of the CGD players have already achieved critical mass in the existing GAs, 
they would largely be dependent on the new GAs won during Round 9 & 10 for incremental 
growth. AGL amongst peers has been able to win the highest number of GAs (15) in the latest two 
rounds, thus having a huge potential to grow as compared to other listed peers.  

Exhihit 42: GA wins in Round 9 & 10; AGL most aggressive vs peers 

Particulars  AGL MGL GGL IGL 

Round 9 13 0 1 1 

Round 10 2 0 6 2 

Source: PNGRB, MNCL Research 

Exhihit 43: AGL has highest potential volume (mmscm) growth Exhihit 44: CNG Stations can be increased by 7x! 

  
Source: PNGRB, MNCL Research  Source: PNGRB, MNCL Research  

AGL can potentially increase its overall volumes by 4x and number of CNG stations by 7x in the 
next 8 years given the new bid wins. At the same time given the base and lower wins in the latest 
rounds other peers would be more dependent on their existing GAs for growth. While CNG 
segment growth will depend on the conversion from traditional fuels to CNG, PNG business 
growth is a function of penetration. Thus AGL is poised to grow the fastest in the CGD listed 
space.  

Another pertinent thing to note is that, in the early lifecycle of the Gas, CGD companies increase 
their revenue share from industrial and CNG segment and the focus on PNG business in the later 
phases. And, given that domestic PNG business is IRR dilutive, new GAs should potentially yield to 
superior return ratios. 

 

  

1.5 2.3

9.3

6.54.2

2.7

1.9

AGL MGL GGL IGL

FY19 Potential Volumes as per MWP

Potential growth:

AGL - ~4x

IGL  - ~1.3x

GGL - ~1.3x

MGL - NA

82
236

344
500

501

310

306

AGL MGL GGL IGL

FY19 Potential Volumes as per MWP

Potential growth:

AGL - ~7x

IGL  - ~1.6x

GGL - ~1.9x

MGL - NA

AGL has highest 
potential to grow on 
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Efficiencies & Execution – Advantage AGL 

For the purpose of comparison amongst peers, it is pertinent to understand the overall business 
mix. As AGL is predominantly focused on industrial segment, its EBITDA and opex per unit is not 
comparable with other players. 

Exhihit 45: Volumes mix as on FY19 

Particulars AGL GGL IGL MGL 

CNG  51% 16% 75% 73% 

Domestic PNG  16% 5% 5% 13% 

Industrial / Commercial PNG  33% 79% 20% 14% 

Source: Company, MNCL Research  

On comparing the unit cost for the peerset with AGL, we find that AGL has the lowest opex cost 
amongst peers, which is largely on account of higher CNG throughput and better asset utilization 
ratio. AGL has been able to post superior EBITDA margins in the recent quarters on account of 
lower gas cost and better sourcing, being only behind MGL, that too with lower proportion of 
volumes from CNG business (51% vs. 73% for MGL). Given the new GAs for AGL, we believe that 
the proportion of CNG volumes will increase improving the overall margins. 

Exhihit 46: Aggressive bidding in Round 9 & 10 to increase gas demand  

  
Source: Company, MNCL Research Estimates 

Exhihit 47: Per CNG station throughput Exhihit 48: Per unit operating cost for peers  

 

 
 

Source: Company, MNCL Research  Source: Company, MNCL Research  
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CNG throughput for MGL 
& IGL is slightly higher 
than AGL on account of it 
being in Metros 

MGL has been able to add 
only 48 CNG stations in 
last 4 years on account of 
space constraints & slow 
pace of permissions  

Growth for metros will be 
limited on account of 
peak penetration and 
slower pace CNG station 
additions 
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Adani – Total Deal: A game changer! 

 

As part of its strategy to develop new gas markets, Total, the world's second-largest LNG player, 
expanded its partnership with the Adani Group, by investing in AGL.  

Natural extension to existing LNG business 

City Gas Distribution is a natural extension for both partners, having previously invested in 
Liquefied Natural Gas (LNG) infrastructure and marketing and fuel retail business via Adani Total 
JV (50:50), announced in October 2018. 

Adani Total JV includes several assets across the gas value chain, notably two imports and 
regasification LNG terminals i.e. Dhamra LNG (5mt/annum) in East India and potentially Mundra 
LNG terminal (5mt/annum) in the West. The JV also has a LNG marketing business for supplying 
~3mt/annum gas in Bangladesh and India. 

Funding for next leap of growth largely secured 

As per us, the total capex need for Round 9 & 10 GAs is INR ~6,550 cr, which the management 
intends to fund using a debt equity mix of 75:25, translating into INR ~1,640 cr to be funded using 
internal accruals and equity infusion. As per the press release, both the partners will lend equity 
support to AGL to further speed up execution of the Round 9 & Round 10 GAs, which would 
mitigate execution risk to quite some extent. 

From AGL’s press Release Dated October 14, 2019 

“Both partners would make significant investments in the next 10 years across the businesses to 
develop India’s gas infrastructure, distribution, marketing businesses with presence in over 15 
states reaching out to approximately 7.5% of India’s population and setting up global scale and 
world class LNG, gas distribution and fuel retail infrastructure in India”   

Synergies across LNG business, Fuel Retail & CGD 

The partnership proposes to setup 1,500 CNG stations and provide 6 mn DPNG connections over 
the next 10 years in its authorized GAs. Given the JVs investments in LNG infrastructure, gas 
sourcing is largely secured at least for their commercial segments. Further, given Total’s expertise 
in fuel retailing, significant synergies can be created by co-locating fuel retail and CNG outlets.   

  

Extention to LNG business Funding for CGD 

Operational excellence Fuel Retail

Adani + Total
synergies

With Total now a co-
promoter. AGL 
becomes a quasi 
MNC play 
 

AGL will be able to 
secure incremental 
funding for its capex 
from the promoters  
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Valuations based on two stage DCF method 

Rationale for using a two stage DCF 

We have considered the captioned valuation methodology given that CGD business entails front 
ended capital investments and it usually takes about two years for a CGD company to develop the 
infrastructure, including among others, the pipeline network, a city gas station, and CNG stations 
before commencing operations on a reasonable scale. Given that most of the authorizations for 
Round 9 and 10 are still in the early phase of monetization and will take 2-3 years to hit critical 
mass, in a multiples-based valuation methodology, it would be difficult to encapsulate the 
normalized profits. Further, a single stage DCF would take into consideration FCF, which remains 
subdued on account of the bulk of the gas volumes being back ended, hence we have considered 
two stage DCF method. 

Rationale of assumptions considered  

Revenue growth rationale 

Bulk of the revenue growth in the initial years would be on account of CNG volumes and certain 
concentrated industrial clusters. As the network penetration improves, PNG volumes will start 
contributing meaningfully.  

DCF assumptions 

We have taken our cost of equity as 11% using CAPM method, using an implied stock beta of ~1. 
Cost of debt for AGL is 8.8%, considering the cost of the current debt. Terminal growth considered 
is 3%. 

Exhihit 49: Cost of capital computation for AGL 

Particulars 2021 2022 2023 2024 2025 2026 2027 

Cost of Equity 11.00 11.00 11.00 11.00 11.00 11.00 11.00 

Cost of Debt 8.80 8.80 8.80 8.80 8.80 8.80 8.80 

Debt/Total Capital 0.59 0.64 0.62 0.52 0.60 0.60 0.60 

Cost of Capital 9.71 9.59 9.64 9.86 9.68 9.68 9.68 

Cum. WACC 1.10 1.20 1.32 1.45 1.59 1.74 1.91 

Source: MNCL Research Estimates 

Exhihit 50: Present value calculation for AGL 

Particulars 
Stage 1 Stage 2 Terminal Value 

  2021 2022 2023 2024 2025 2026 2027 

Free CF to Firm -4,350.4 -1,645.4 1,150.3 7,090.0 7,216.7 11,969.2 18,595.1 273,614.1 

Present Value -3965.3 -1368.4 872.6 4895.6 4543.2 6870.1 10673.3 143188.8 

Source: MNCL Research Estimates 

Exhihit 51: Valuation as per two stage DCF model for AGL 

Particulars Amount in INR (m) 

PV of Stage 1                    434  

PV of Stage 2             22,087  

Terminal Value          143,189  

Total Enterprise value          165,710  

Less: Net debt (FY21)                8,488  

Market Capitalization          157,221  

Number of shares                1,100  

Implied Value per share                    143  

Source: MNCL Research Estimates 
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Rational for valuation of IOAGPL 

Assumptions 

For the purpose of revenue, debt and capex projections the minimum work program 
commitments for network coverage given by IOAGPL as a part of their winning bids have been 
considered.   

DCF assumptions 

We have taken our cost of equity as 14%, cost of debt for IOAGPL is 9.05%, considering the cost of 
the current debt. Terminal growth considered is 5%. 

Exhihit 52: Cost of capital computation for IOAGPL 

Particulars 2021 2022 2023 2024 2025 2026 2027 

Cost of Equity 11.00 11.00 11.00 11.00 11.00 11.00 11.00 

Cost of Debt 9.05 9.05 9.05 9.05 9.05 9.05 9.05 

Debt/Total Capital 0.60 0.56 0.53 0.50 0.46 0.42 0.38 

Cost of Capital 9.82 9.91 9.97 10.03 10.11 10.18 10.26 

Cum. WACC 1.10 1.21 1.33 1.46 1.61 1.77 1.95 

Source: MNCL Research Estimates 

Exhihit 53: Present value calculation for IOAGPL 

Particulars 
Stage 1 Stage 2 Terminal 

Value 2021 2022 2023 2024 2025 2026 2027 

Free CF to Firm -7,376 -6,814 -4,640 74 -160 5,041 11,412 161,948 

Present Value -6,716 -5,645 -3,496 51 -100 2,845 6,441 82,898 

Source: MNCL Research Estimates 

Exhihit 54: Valuation as per two stage DCF model for IOAGPL 

Particulars Amount in INR (m) 

PV of Stage 1           -15,807  

PV of Stage 2                9,186  

Terminal Value             82,898  

Total Enterprise value             76,277  

Less: Net debt (FY21)             12,970  

Value Attributable to AGL             31,654  

Number of shares                1,100  

Implied Value per share                       29  

Source: MNCL Research Estimates 
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Strong earnings visibility + Quasi MNC => Worthy re-rating candidate  

Total, a French energy conglomerate’s entry as a co-promoter is a complete game changer, in our 
view. It not only alters AGL profile as a quasi MNC but also brings synergies across gas sourcing, 
CNG operations and fuel retailing. Strong parentage thus provides comfort on funding risks 
related to execution of new GAs.  

AGL’s highest potential volume growth amongst peers, superior execution track record and strong 
parentage, makes it a worthy re-rating candidate. We have valued AGL (standalone) and IOAGPL 
using two staged DCF valuation methodology and arrived at a TP of INR 143 and INR 29 
respectively. Thus, we recommend, a BUY with a two year TP of INR 172, implying ~20.5x PE for 
FY23 with an upside of 77% over the CMP. 

Exhihit 55: 1-year forward EV/EBITDA chart Exhihit 56: 1-year forward P/E chart 

  
Source: Bloomberg, MNCL Research Estimates Source: Bloomberg, MNCL Research Estimates 

 

  

10

15

20

25

30

35

N
o

v
-1

8

D
e
c-

1
8

Ja
n

-1
9

F
e
b

-1
9

M
a
r-

1
9

A
p

r-
1
9

M
a
y
-1

9

Ju
n

-1
9

Ju
l-

1
9

A
u

g
-1

9

S
e
p

-1
9

O
ct

-1
9

N
o

v
-1

9

D
e
c-

1
9

Ja
n

-2
0

F
e
b

-2
0

M
a
r-

2
0

A
p

r-
2
0

EV/EBITDA Mean

Mean + Std Dev Mean - Std Dev

0

10

20

30

40

50

60

70

N
o

v
-1

8

D
e
c-

1
8

Ja
n

-1
9

F
e
b

-1
9

M
a
r-

1
9

A
p

r-
1
9

M
a
y
-1

9

Ju
n

-1
9

Ju
l-

1
9

A
u

g
-1

9

S
e
p

-1
9

O
ct

-1
9

N
o

v
-1

9

D
e
c-

1
9

Ja
n

-2
0

F
e
b

-2
0

M
a
r-

2
0

A
p

r-
2
0

P/E Mean

Mean + Std Dev Mean - Std Dev



 

 

 

31 Adani Gas Limited 

MNCL Research is also available on Bloomberg and Thomson Reuters 
Initiating Coverage 

Risks 

Forex fluctuations  

For imported gas requirements, the CGD companies are dependent on companies that import gas 
and provide re-gasification services. Typically, such importers have back-to-back foreign currency-
based pricing arrangements with their suppliers. Hence, the pricing charged from domestic users 
like CGD companies is also dollar denominated. However, the payment made by the CGD 
companies is in rupees and as a result, forward cover is not generally taken by these. Domestic 
gas supply is also dollar denominated and the CGD entities experience an increase in rupee cost if 
the rupee depreciates against the dollar. Thus, CGD entities face the risk of passing on these 
foreign exchange fluctuations to their consumers.  

Generally, the CGD companies have back-to-back foreign currency pass through clauses in 
contracts with large commercial and industrial consumers. For all other PNG (industrial), PNG 
(commercial), PNG (domestic), CNG consumers, the impact of depreciation in rupee vis-à-vis the 
dollar is passed through periodic price increases. Thus, the ability to take frequent price changes 
remains crucial. Additionally, for any imports (of compressors, etc.) the CGD company may avail 
buyer’s credit for which the hedging policy is assessed. 

Possible re-allocation of APM gas 

We have assumed that CGD companies will continue to get priority allocation of domestic APM 
gas and have assumed the same in our projections. If this were to change, spreads of all the CGD 
companies will be negatively impacted.  

Execution Risks  

Delay on account of non-availability of gas: Availability of gas is crucial to the operations of the 
CGD companies as there have been several instances in the past where connectivity with the 
national grid or trunk pipeline has been delayed by months or years compared to the initial 
estimates. Delay in connectivity in turn leads to delays in commencement of the project, leading 
to weak economics and cash flow mismatch. For grid/trunk pipeline connectivity, a CGD company 
has to depend on the trunk pipeline owner, who may have several competing projects to execute. 
Further, the bargaining power of the CGD entity with the trunk pipeline owner remains limited, 
given the much bigger size of the latter. This apart, even after the pipeline project commences, 
laying of new pipelines might get delayed because of several reasons including delays in securing 
right of use (ROU), delays in approvals, local activism, etc. 

Multiple statutory approvals for timely execution:  The implementation and operation of a CGD 
network requires approvals from several agencies, such as the NHAI, municipal corporations, 
public works departments and pollution control board. Obtaining multiple approvals from various 
civic and Governmental agencies and authorities calls for extensive liaison work, besides time, 
and may stretch the manpower resources of smaller companies. Moreover, project economics 
need to factor in the volatility and escalation in the prices of steel and other commodities, given 
the long construction and project execution time (typically three to five years) that a CGD project 
typically requires 

Execution delay to attract penalties: Delay in implementation of the CGD network in authorized 
GA will attract penalties for not achieving the MWP as per PNGRB and may also affect the overall 
project economics. Delay in implementation may happen as multiple statutory approvals from 
various levels of governments are required. Another risk that may cause delays is non availability 
of gas, for some newer GAs securing gas supplies will be a significant challenge.  
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Funding Risks 

Equity infusion in IOAGPL: AGL had contributed INR 185.5 crore to IOAGPL as equity as on March 
31, 2019 and an estimated additional contribution of around INR ~300 crore (50% contribution in 
the JV’s equity capital) would be required over the duration of project implementation of GAs 
authorized in the 8th round. Additionally, IOAGPL got awarded nine new GAs for CGD 
implementation by the PNGRB in 9th round and one GA in 10th round. The company expects a 
total capex requirement for these new GAs to be about INR ~6,700 crore during first 8 years as 
per our estimates. As per the con-call, proposed debt equity for Round 9 GAs is 65:45, AGL would 
be required to contribute significant equity commensurate to its stake in IOAGPL. 

Funding for round 9 GAs: As per us, the total capex requirement for the 15 GAs awarded in the 
9th and 10th round to be tentatively INR ~6500 crore for the initial eight years. As per the con-call, 
proposed debt equity for funding the captioned project to be 75:25. Given the significantly large 
funding requirement, the company’s ability to tie-up long-term funding at acceptable interest 
rates will be crucial. 
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City Gas Distribution: Brief background and Industry 
structure 

City Gas Distribution (CGD) companies provide piped natural gas (PNG) to commercial and 
industrial establishments for heating and power generation purposes and to households for 
cooking and heating purposes. CGD companies also retail compressed natural gas (CNG) for use as 
auto fuel. A CGD company may have operations like selling PNG and CNG in more than one 
geographical area (GA). 

According to Petroleum and Natural Gas Regulatory Board (PNGRB) data as on March 2019, CGD 
companies in India distribute about ~27 million standard cubic metres per day (MMSCMD) of 
natural gas to various consumer segments. The same witnessed a growing trend over the last few 
years, supported by multiple factors like India’s energy deficit, favorable cost economics, highest 
priority allocation of domestic natural gas by the Government of India (GoI) to PNG 
(domestic)/CNG consumers and the increasing availability of imported natural gas.  

For distribution of PNG to consumers, CGD companies set up a network of steel and medium 
density polyethylene pipelines across its GAs and transport the gas from their city gas station 
(where the gas is received from the supplier) to the consumer; for retailing CNG, companies set 
up dispensers either at their own exclusive stations or at the fuel pumps of oil marketing 
companies (OMCs) 

In 2007, the GoI set up a regulator PNGRB, which has, among other mandates in the hydrocarbon 
sector, the mandate of regulating the CGD business. The PNGRB invites bids for different GAs and 
ten such rounds have been conducted. However, the attractiveness of a GA is dependent upon 
the availability of pipeline connectivity with trunk pipelines, the potential for gas sales and the 
mix of industrial, commercial, domestic and CNG segments 

In the initial years, the regulatory mandate (such as mandatory conversion of public transport into 
CNG) was the real demand driver for CGD business growth; however, subsequently the improved 
cost economics of gas vis-à-vis alternate fuels spurred the demand growth of the former. In 
February 2014, the GoI mandated the highest priority for the provision of domestic gas for the 
consumption of the CNG and PNG (domestic) 
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Natural Gas in India 

Natural gas is the cleanest fossil fuels among the available fossil fuels. It is used as a feedstock in the 

manufacture of fertilizers, plastics and other commercially important organic chemicals as well as 

used as a fuel for electricity generation, heating purpose in industrial and commercial units. Natural 

gas is also used for cooking in domestic households and a transportation fuel for vehicles. 

Gas supply sources for India; Stagnant domestic production will 
increase dependence on imported LNG 

Domestic gas sources 
The domestic gas in the country is being supplied from the oil & gas fields located at western and 

southeastern areas viz. Hazira basin, Mumbai offshore & KG basin as well as North East Region 

(Assam & Tripura). It is being supplied and distributed in terms of the guidelines related to pricing 

and utilization policies issued by the Government from time to time.  

Exhihit 57: Domestic gas supply (net basis) is continuously under pressure (in MMSCMD) 

 

Source: Company, MNCL Research Estimates 

Domestic gas supply to increase by over 45% over next 4 years 

The KG-basin development by ONGC and RIL is set to drive a sharp growth in the domestic gas 

production after eight years of a shrinking domestic supply. The guidance by the two companies 

indicates a production growth of almost 40mmscmd over the next four years, up over 45% from 

the current levels and over 59% in terms of the gas available for sale (current level of 

68mmscmd). While the KG basin development by RIL and ONGC is the primary driver of 

incremental production, minor contribution of about 1.5 mmscmd is expected from CBM (coal 

bed methane) and other small field developments. 
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Imported gas could satisfy as much as ~60% of Indian gas demand 

In order to meet the gas demand, Liquefied Natural Gas (LNG) is imported through Open General 

License (OGL) in the country and it is imported by the gas marketer under various Long Term, 

Medium Term and Spot contracts. The price and utilization of imported LNG is mutually decided by 

buyers and sellers. At present, country is having six (6) operational LNG regasification terminals 

operational with capacity of about 38.8 MMTPA (~140 mmscmd).  

Exhihit 58: LNG terminal capacity, operational and upcoming  

Facility  Nominal capacity (MMTPA) Owner Status 

Dahej 17.5 Petronet LNG Operational 

Hazira 5 Shell, Total Operational 

Ratnagiri (Dabhol) 2 Ratnagiri Gas and Power Operational 

Kochi 1.3 Petronet LNG Operational 

Ennore 5 Indian Oil Operational 

Mundra 5 Adani, GSPC Operational 

Total Operational 38.8   

Jaigarh FSRU 4 H-Energy Under Construction - FY20 

Dhamra 5 Adani Under Construction - FY23 

Chhara 5 HP, Shapoorji Pallonji Under Construction- FY25 

Swan LNG FSRU 5 Swan Energy Proposed - FY24 

Digha FSRU  H-Energy Proposed - FY22 

Karaikal Port LNG 1 AG&P Proposed - FY24 

Andhra Pradesh Regas 5 Krishnapatnam Port/BPCL Proposed - FY27 

West Bengal Regas 3 Venerable LNG Private Limited Proposed - FY25 

Additional Capacity 28   

Total  66.8   

Source: PPAC, MNCL Research 

LNG import infrastructure is ready with expanded capacity at Dahej and two new terminals on the 
western coast Mundra and Jaigarh (expected this year). Most of the incremental gas supply in 
India is expected from ONGC (KG 98/2 block and Daman field) and RIL (KG 98/3 block). RIL has 
already contracted 5 mmscmd gas from the R-cluster of KG 98/3 block, and therefore chances are 
high for a timely production. However, full evacuation network for ONGC’s block (KG 98/2) will 
only be available in FY22, and thus, LNG imports should be strong until then. 
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Expansion of natural gas pipelines to improve gas availability  

Gas pipeline infrastructure is an economical and safe mode of transporting the natural gas by 
connecting gas sources to gas consuming markets. Gas pipeline grid determines the structure of 
the gas market and its development. Therefore, an interconnected National Gas Grid has been 
envisaged to ensure the adequate availability and equitable distribution of natural gas in all parts 
of the country. 

At present, there is about 16,800 km long Natural Gas pipeline network, which is operational in 
the country. In order to make available natural gas across the country, it has been envisaged to 
develop additional about 14,300 km pipelines to complete the National Gas Grid and same are at 
various stages of development. This would ensure easy availability of natural gas across all regions 
and also potentially help to achieve uniform economic and social progress. 

Exhihit 59: Existing gas pipelines and utilization  

Entity Pipeline Length Capacity Utilization 

GAIL 

HVJ-GREP-DVPL               4,554  53 53% 

GREP DVPL Upgradation               1,385  54 72% 

CJHPL                  310  5 20% 

DUPL-DPPL                  852  31 21% 

DBNPL                  928  20 70% 

DHABOL-BANGALORE PIPELINE                    48  6 29% 

KKBMPL               1,116  16 8% 

Tripura                    60  2 56% 

Gujarat                  685  9 45% 

Rajasthan                  151  2 47% 

Mumbai                  131  7 91% 

KG Basin                  884  16 32% 

Cauvery Basin                  306  9 39% 

JHDPL                  750  16 - 

Reliance 
East- West Pipeline (RGTIL)               1,470  80 25% 

Shahdol-Phulpur Pipeline (RGPL)                  304  4 26% 

GSPL GSPL network including spur lines               2,692  43 80% 

AGCL/DNPL Assam Regional Network                  215  5 80% 

IOCL Dadri-Panipat                  140  10 54% 

Total          16,981  388  

Source: PPAC, MNCL Research  
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India’s gas demand to increase on the back of CGD and 
fertilizer sectors 

Exhihit 60: Historical trend suggest incremental dependence on Imports (in MMSCMD)  

 
Source: Company, MNCL Research Estimates 

As per Crisil, gas demand is expected to grow at ~3.5% CAGR between fiscals 2018 and 2023. The 

main push for incremental demand is expected to come from the fertilizer and city gas 

distribution (CGD) sectors. The conversion of naphtha-based urea plants, commissioning of new 

capacities under the New Urea Investment Policy, and the revival of urea plants are projected to 

drive gas demand from the fertilizer sector. 

Government has introduced various policies to encourage the CGD such as the following which 
would further push the demand upwards:  

▪ Priority allocation of domestic gas for the compressed natural gas and domestic PNG 

▪ Increasing coverage of  the gas pipeline infrastructure via latest bidding rounds 

▪ Banning polluting fuels such as fuel oil (FO) and petcoke in Haryana, Rajasthan and Uttar 
Pradesh 

▪ Regulatory interventions from the NGT in various industrial clusters is leading to a shift from 
traditional fuels such as coal gasifiers, Fuels oils etc to cleaner fuels such as LPG 

Exhihit 61: Gas consumption pattern - 2019 

Sector ( Units in MMSCMD) Domestic Gas R-LNG Total 

CGD 14.4 10.9 25.3 

Fertilizer 17.2 23.9 41.0 

Power 25.1 8.1 33.2 

Others 14.1 34.5 48.5 

Total 70.7 77.3 148.0 

Source: PPAC, MNCL Research 
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Exhihit 62: Gas consumption trend 

  

Source: Company, MNCL Research Estimates 

Fertilizer continues to be the biggest gas consumer in India 

The fertilizer industry consumed 11.4 mt of natural gas in FY19 (27% of the total gas consumption 
in India). Gas is mainly used as feedstock for the production of urea. In FY19, Urea accounted for 
58% of the total fertilizer production in the country (natural gas is used to make ammonia, and 
thereafter CO2 is added to ammonia to make urea). Each tonne of urea requires ~0.5 tonne of 
natural gas. Hence, in FY19, for the total urea production of 24 mt, natural gas used was 11.4 mt. 
India imports 24% of its urea requirement as many fertilizer plants are shut down due to the lack 
of gas availability.  

The maximum retail price (MRP) of urea is determined by the government from time to time. The 
difference between the cost to farm for the producers/importers and the MRP is paid to the 
fertilizer companies as subsidy. The cost of natural gas constitutes 70% of the cost of production 
for urea producers. Gas supply to the fertilizer industry happens by the gas pooling mechanism. 
The total fertilizer demand in the country is aggregated and a weighted average price of domestic 
and RLNG gas is charged from all fertilizer companies, irrespective of which kind of gas is supplied 
to them individually. Despite natural gas being the cheapest and most efficient feedstock to 
produce urea, the production cost is 3.5x of the MRP set by the government. Hence, natural gas 
should continue to be preferred over naphtha or fuel oil as these are costlier considering they 
consume higher energy and yield lower output. 

Exhihit 63: India is significantly depended on imported urea (~24% of total domestic demand) 

  
Source: PPAC, MNCL Research Estimates 
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Gas demand to further grow on the back of import substitution and conversion of 
Naphtha based plants 
In FY19, India imported ~24% of Urea demand. Subsidy of imported urea was 1.7x the subsidy of 

domestic urea and thus fertilizer imports weigh heavy on the fiscal condition of the government. 

In order to tackle this, the government has planned the revival of six gas-based fertilizer plants 

over next 2-3 years. These plants will add an aggregate urea capacity of 7.9 mt, which will 

substitute the current urea imports of 7.5 mt. Further, urea plants of three naphtha-based plants 

are compulsorily required to convert to gas-based plants by April 2020 in order to continue 

receiving subsidy from the government. These plants have a total urea capacity of 2.2 mt and 

hence, will add further 1.1 mt to gas demand.  

Gas demand from CGD sector to increase on the back of aggressive 
Round 9 & 10 allocation 

Under the Petroleum and Natural Gas Regulatory Board (PNGRB) Act 2006, PNGRB grants the 
authorization to the entities for developing a City Gas Distribution (CGD) network (including PNG 
network) in a specified Geographical Area (GA) of the country. CGD sector has four distinct 
segments – Compressed Natural Gas (CNG) predominantly used as auto-fuel, and Piped Natural 
Gas (PNG) used in in domestic, commercial and Industrial segments. 

Regulations pertaining to authorization/bidding of City Gas Distribution (CGD) networks were 
amended in 2018. The revised regulatory framework helped in attracting wider participation from 
public and private sector in CGD sector and leading to expand the coverage of CGD to 228 GAs 
spread over 406 districts with potential to cover about 53% of the country’s area and 70% of 
country’s population. It will make available environment friendly fuel i.e. CNG/PNG to public at 
large. 

To promote the development of CGD network, the Government has accorded the priority in 
domestic gas allocation to PNG (Domestic) and CNG (Transport) segments. It has been decided to 
meet 100% gas requirement of CNG (T) and PNG(D) segments through supply of domestic gas 
which is cheaper than imported gas. At present, CGD sector is consuming approx. 14.36 Million 
Metric Standard Cubic Meter per Day (MMSCMD) of domestic Gas for CNG (Transport) and PNG 
(Domestic) sector. There is approx. 10.91 MMSCMD of imported Re-gasified Liquefied Natural Gas 
(RLNG) used by Commercial and Industrial segment of CGD sector. 

Exhihit 64: Aggressive bidding in Round 9 & 10 to increase gas demand  

  
Source: Company, MNCL Research Estimates 
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Gas demands from CGD to boost on account of massive scale up post new bidding 
rounds 
Exhihit 65: Round 9 & 10 to massively boost overall gas demand in India (MMSCMD) 

  
Source: BP Statistical Review June 2018 & Vision 2030, Natural Gas Infrastructure in India 

PNGRB, the regulatory authority for CGD, grants authorizations for specific GAs to eligible player 

through competitive bidding process. The emphasis is laid not on the pricing but on network 

expansion w.r.t. number of CNG stations, domestic PNG connections and the length of steel pipes 

that will be laid by them. The recently concluded 9th & 10th bidding rounds have increased the 

coverage of the network from ~20% of population before such rounds to 70% post its completion. 

Beyond this, CNG stations are expected to increase by 4.5x and domestic PNG connections to be 

increased by 7.8x. On the back of this scale up, gas demand is expected to double in next 5 years 

from 25mmscd in FY 19 to 50 mmscd in FY24. 

Exhihit 66: Steel Pipe infrastructure ramp-up  (Inch – Kms) Exhihit 67: Increase in CNG Stations & PNG connections 

 

 

 
Source: Company, MNCL Research  Source: Company, MNCL Research  
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Exhihit 68: Gas infrastructure of India post 10th round of Bidding 

 
Source: PNGRB, MNCL Research 
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CNG vs. Electric vehicles  

CNG scores strongly on affordability, technology adoption and network 
penetration 

A higher adoption of EVs can impact growth for the most lucrative CNG segment. Incentives 
offered by central and state governments have been good for increasing the adoption of EVs. The 
impact for CGD companies would largely be felt in 3Ws, buses and fleet owners in four wheelers 
as EVs are cheaper and government incentives help reduce the initial cost of ownership.  

Central Government Measures include: 

▪ GST council has already moved to lower the GST rate on EVs from 12% to 5%  

▪ Additional income tax deduction of INR 1.5 lakh on the interest paid on the loans taken to 
purchase EVs. 

▪ Exemption in customs duty on lithium-ion cells to zero per cent (announced with an intent to 
reduce the cost of lithium-ion batteries in India) 

Further, the Delhi government has announced:  

▪ the goal of EVs to contribute 25% of all new vehicle registrations by 2024. Delhi government 
seeks to register 500k new EVs in the next five years;  

▪ 3Ws are to get a purchase incentive of Rs30k per vehicle and 5% interest subvention;  

▪ 4Ws are to get Rs10k per kWh battery capacity for the first 1k cars subject to a cap of Rs150k 
per vehicle;  

▪ aim of e-buses to contribute 50% of all new buses added to the city bus fleet; and  

▪ road tax and registration fees are to be waived for all EVs from 2019-24. 

However, as per us, EV adoption in passenger vehicle segment is still a long way to go on account 

of the following: 

Affordability of EV vs. CNG Adoption: CNG adoption costs incremental INR 40,000 against ~40% 
increase in the overall cost due to adoption of EV, which will make it difficult for car makers to 

effectively pitch small cars where in affordability is the key. 

 

 

Given the current level of battery prices, converting these small cars into EVs, according to 

Bhargava, would more than double the cost of the vehicles. “Now, on a Rs5 lakh car, you add an 

extra cost of Rs6-7 lakh, I don’t think anybody would buy it,” he explained. “So, affordability 

becomes a huge, huge problem.” 

Link:https://qz.com/india/1265198/why-maruti-is-more-excited-about-cng-than-electric-

vehicles-right-now/ 

https://qz.com/india/1265198/why-maruti-is-more-excited-about-cng-than-electric-vehicles-right-now/
https://qz.com/india/1265198/why-maruti-is-more-excited-about-cng-than-electric-vehicles-right-now/
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Battery supply situation: Quality of battery remains a challenge in India with limited know how of 
manufacturing quality battery packs. Complete reliance on imported battery cells create costing 
pressure and also has limited assurance with respect to the quality. Against this, CNG adoption 
remains relatively easy with technology already available. 

 

Challenging charging infrastructure: Though setting up the infrastructure is a challenge in itself, 
ability of the grid to support incremental load from the charging station remains to be seen. 
Against this, the CNG network is well penetrated in the metros and increasing its penetration in 
other geographical areas post completion of the latest bidding rounds. 

  

 

“What the internal combustion engine is to a petrol car, the battery is to EV. Currently, all EVs use 

lithium-ion batteries (LIBs). It is the limitations of LIBs that will prevent widespread adoption of 

EVs. LIBs are expensive and do not support long distance travel. Worse, raw materials needed to 

make LIBs are in short supply” 

Link: https://economictimes.indiatimes.com/industry/auto/auto-news/dream-or-nightmare-why-

india-should-postpone-its-electric-vehicle-plans-for-ten-

years/articleshow/69766788.cms?from=mdr 

 

 

 

While India wants to have 40% electric vehicles by 2030 is ~20 lakh cars, India needs about 4 

Lakh charging stations installed by 2026. Currently, India is said to have around 300 public EV 

chargers compared to 57,000 petrol pumps. 

Link: https://inc42.com/features/the-state-of-indias-electric-vehicle-charging-infrastructure/ 

 

https://economictimes.indiatimes.com/industry/auto/auto-news/dream-or-nightmare-why-india-should-postpone-its-electric-vehicle-plans-for-ten-years/articleshow/69766788.cms?from=mdr
https://economictimes.indiatimes.com/industry/auto/auto-news/dream-or-nightmare-why-india-should-postpone-its-electric-vehicle-plans-for-ten-years/articleshow/69766788.cms?from=mdr
https://economictimes.indiatimes.com/industry/auto/auto-news/dream-or-nightmare-why-india-should-postpone-its-electric-vehicle-plans-for-ten-years/articleshow/69766788.cms?from=mdr
https://inc42.com/features/the-state-of-indias-electric-vehicle-charging-infrastructure/
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Drivers: Pricing for CNG; Convenience for PNG 

CNG vs alternate fuels: Advantage pricing for CNG 

Exhihit 69: CNG is extremely cheap as compared to other liquid fuels 

Particulars CNG Petrol Diesel 

Cost (INR/ltr-Kg) INR 49.95 INR 77.60 INR 67.75 

Kg equivalent of CNG 1 0.71 0.83 

Effective price (INR/ltr-Kg) INR 49.95 INR 108.68 INR 81.30 

Discount to CNG   54% 38% 

 

Source: MNCL Research  

CNG demand is driven by its competitiveness against liquid auto fuels for private vehicles and by 
public transport (state buses, private buses and autos). Given the above, price competitiveness of 
CNG is much higher (~54% & ~38%) as compared to Petrol and Diesel in Mumbai. The discount to 
CNG for other geographical areas may vary but still much higher than the threshold discount to 
attract conversions. Further, cost economics also favour upfront incremental investment into CNG 
kits of INR ~45,000, considering the overall payback of 0.8 years against petrol and 1.7 years 
against diesel. 

As per us, one of the major reasons for the above competitiveness is simply allocation of cheaper 
domestic gas for CNG.  

Exhihit 70: Economics favourable for CNG irrespective of upfront investment in conversion kits 

Particulars CNG Petrol Diesel 

Average Mileage (City)  18 Km / Kg  13 Km / ltr 16 Km / ltr 

Cost per Km INR 2.78 INR 5.97 INR  4.24 

Daily distance 50 Kms 50 Kms 50 Kms 

Daily cost  INR 139 INR 299 INR 212 

Annual Cost (360 days) INR 50,040 INR 107,640 INR 76,320 

Annual cost savings  INR 57,600 INR 26,280 

Conversion cost to CNG   INR 45,000 INR 45,000 

Payback period  0.8 years 1.7 years 

Source: MNCL Research 

CNG vs. PNG: Convenience over cost 

Domestic PNG (Piped natural gas) is meaningfully attractive as non-subsidized LPG cylinders and 
also to the subsidized cylinders post price hikes on February 12, 2020. However, as per us, 
conversion driver from LPG to PNG is not the cost differential but other softer aspects attached to 
it such as  

• convenience 

• safety 

• hassles of ordering and changing cylinders 

• no waiting period  

• storage constraints. 
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Brief background  

Adani Gas (AGL) is currently one of India’s largest private players in the city gas distribution (CGD) 
business. Currently, the Adani Family holds 74.8% stake in equity shares of Adani Gas, however 
the current promoters entered into a share purchase agreement (SPA) entered into between 
Total Holdings SAS (Total) for acquisition of 37.4% stake by Total in AGL, subject to applicable 
statutory approvals and completion of the open offer. 

Following a demerger with the parent company in September 2018, it was listed on stock 
exchanges in November 2018. The company operates in only one segment i.e. supply and 
distribution of natural gas. AGL is an authorized distributor of compressed natural gas (CNG) and 
piped natural gas (PNG) in 38 geographical areas including JVs spread around the country. AGL 5 
GA’s Operational, 14 GA’s under execution, 8 GA’s operational at IOC Joint Venture and 11 GA’s 
under execution 

In FY19, AGL had a city gas infrastructure network of 82 CNG filling stations with a compression 
capacity of 2 million kg/day, providing CNG to over 0.2 million vehicles. The company supplied 
PNG to 0.38 million domestic customers, 2550 commercial and 1300 industrial customers, 
through an integrated pipeline network of over 6661 km that includes 430 km of steel and 6231 
km of polyethylene pipeline.   

In FY19, AGL generated 46.7% of its revenues from the CNG segment, 52.1% from the PNG 
segment and 1.2% from other services.  In volume terms, CNG and PNG accounted for 51.3% and 
48.7%, respectively, of total sales volumes in FY19. 

Exhihit 71: Bird’s eye view 

 
Source: Company, MNCL Research 

  

Adani Gas Limited

Revenues (FY19): INR 17,190 mn 
Volumes (FY19): 541 mmscm

CNG
Revenues (FY19): INR 8,517 mn

Volumes (FY19): 276 mmscm

PNG 
Revenues (FY19): INR 9,504 

Volumes (FY19): 264 mmscm
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Shareholding Analysis 

Post the Adani Group – Total Deal; AGL is now jointly promoted by Adani Group (~37.40%) and 
Total Holdings (~37.40%). The shares were exchanged on February 28th, 2020 by way of open 
market transaction at a share price of INR 125. As per the exchange fillings, there is no pledge on 
any promoter holdings in AGL. 

Exhihit 72: Promoter holding (%) post Total Deal 

Particulars Dec-19 Post Total Deal 

Adani Group 74.80 37.40 

Total Holdings SAS 0.00 37.40 

Total 74.80 74.80 

Source: Company, MNCL Research 

Exhihit 73: Non promoter holding  >1% 

Particulars Mar-19 Jun-19 Sep-19 Dec-19 Mar-20 

Albula Investment Fund Ltd 2.89 2.92 2.92 2.92 2.77 

Apms Investment Fund Ltd 2.41 2.43 2.43 2.43 2.48 

Cresta Fund Ltd 3.61 3.61 3.61 3.6 3.29 

Elara India Opportunities Fund Limited 4.91 4.84 4.80 4.80 4.4 

Lts Investment Fund Ltd 1.6 1.6 1.62 1.62 1.62 

Vespera Fund Limited 1.87 1.89 1.89 1.89 1.93 

Source: Company, MNCL Research 

  

Promoters have no 
Pledge  
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Corporate governance 

We believe that sound corporate governance is necessary for enhancing the trust of shareholders 
and other stakeholders. We have undertaken a detailed corporate governance study covering 
broad aspects such as the composition of the board of directors, independent directors, 
compensation paid to the promoter directors and independent directors, details of auditors, 
nature and amount of contingent liabilities, related party transactions and CSR expenditure. 

Board of Directors 

As a part of the deal, the board composition was changed as Mr Suresh Mangalani (CEO AGL) was 
replaced with Mr Alexis Thelemaque (Total Holdings SAS representative).  

Exhihit 74: Board composition 

Particulars FY19 Post Deal 

   - Total Strength 6 6 

   - Promoter group Directors 2 3 

   - Non-Promoter Executive Directors 1  

   - Independent Directors 3 3 

   - % share of promoters 33.33% 50.00% 

   - % share of Non-Promoter Executive Directors 16.67% 0.00% 

   - % share of independent 50.00% 50.00% 

Source: Company, MNCL Research 

Promoter compensation 

During the period under review, no remuneration was paid to Mr. Gautam Adani, Mr. Rajesh 
Adani (resigned on October 22, 2018) and Mr. Pranav Adani as Directors of the Company. 

Exhihit 75: Promoter compensation 

Name (Rs mn) FY19 

Chairman - 

- % share of PBT - 

Other Promoters - 

- % share of PBT - 

Total - 

- % share of PBT - 

Source: Company, MNCL Research 

Independent directors and their compensation 

AGL’s board consists of three independent directors. The independent directors were collectively 
paid INR 2mn in FY19. The details of the same are as follows:  

Exhihit 76: Independent directors & their compensation 

Name FY19 Compensation (Rs mn) 

Mr Maheshwar Sahu 0.70 

Mr Naresh Kumar Nayyar 0.68 

Mr Chandra Iyengar 0.68 

Source: Company, MNCL Research  

  

Promoters were not paid 
any compensation for 
FY19.  
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Contingent liabilities 

AGL’s contingent liabilities are on account of corporate guarantees given for IOAGPL, which are as 
such, ongoing in business operations, and thus, are considered safe. The other items, namely, 
claim of direct and indirect taxes and claims on excise and custom duties are not sizable in nature. 
The details are as follows:  

Exhihit 77: Contingent liability 

Particulars (Rs mn) FY18 FY19 

Corporate Guarantee on behalf of JV Company 24,713.8 34,719.4 

Disputed Taxes 529.5 595.8 

Others 417.00 885.40 

Total 25660.3 36200.6 

Net Worth 8,694.1 11,019.5 

As a % of Networth, adjusted for safe items 295.15% 328.51% 

Source: Company, MNCL Research  

Related party transactions 

AGL’s related party transactions mainly involve loans and advances given to Adani group 
companies before it de-merger. Subsequent to which the said loan was repaid back to AGL. Other 
transactions such as rentals, services given and availed, purchase of fixed assets haven’t been 
shown below as it is below our materiality threshold . The details are as follows: 

Exhihit 78: Related party transactions 

Particulars (Rs mn) FY18 FY19 

Loans given     

Adani Enterprises Limited 10030.0 1763.0 

Loans received back     

Adani Enterprises Limited 21.8 11770.6  

Interest on loans   

Adani Enterprises Limited  694.8 685.1  

Purchase of Inventory   

Adani Enterprises Limited 92.2 125.3 

Loans Repaid     

Adani Agrifresh Limited 2325.6 - 

Source: Company, MNCL Research  

Auditors 

AGL has appointed M/s. Shah Dhandharia & Co as its auditors, to hold office till FY22. The details 
of the auditors remuneration is as follows: 

Exhihit 79: Auditors Remuneration (FY19) 

Particulars (Rs mn) FY19 

Audit Fees 1.06 

Others - 

Source: Company, MNCL Research  
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CSR activities 

AGL has been actively involved in CSR activities by contributing to education, healthcare, and 
sustainable livelihood. AGL spends through an implementing agency, namely Adani Foundation. 
CSR Activity spend details: 

Exhihit 80: CSR Expenses 

Year Prescribed Expenditure (Rs mn) Total Spend (Rs mn) Total spend as % of prescribed limit 

FY19 37.5 37.3 100 

Source: Company, MNCL Research  

Exhihit 81: Key Management Personnel 

Name Designation Profile 

Mr Gautam Adani Chairman 

Mr Gautam Adani, the Chairman and Founder of the Adani Group, has more than 35 
years of business experience. Under his leadership, Adani Group has emerged as a 
global integrated infrastructure player with interest across Resources, Logistics and 
Energy verticals. His journey has been marked by his ambitious and entrepreneurial 
vision, coupled with great vigour and hard work. This has not only enabled the Group 
to achieve numerous milestones but also resulted in creation of a robust business 
model which is contributing towards building sound infrastructure in India 

Mr Pranav Adani Director 

Mr. Pranav Adani has been active in the group since 1999. He has spearheaded the Joint 
Venture with the Wilmar Group of Singapore and transformed it from a single refinery 
edible oil business into a pan India Food Company. He also leads the Oil & Gas, City Gas 
Distribution & Agri Infrastructure businesses of the Group. Mr. Pranav Adani is a Bachelor 
of Science in Business Administration from the Boston University, USA. He is also an 
alumnus of the Owners/President Management Program of the Harvard Business School, 
USA.  

Mr Alexis 
Thelemaque 

Additional 
Director 

Alexis Thelemaque is graduate in Business Administration and Marketing He joined 
Total Group in France in 1993 and held various diversified portfolios including 
operational and management positions in retail, B2B activities and corporate 
communications within the Total Group France. At present he is Chairman and 
Managing Director of Total Oil India Private Ltd, Total Country Chair for India and Vice 
President South Asia. He is also a director of South Asia LPG Company Private Ltd, 
Total Adani Fuels Marketing Private Ltd and Premier LP Gas Ltd (Bangladesh). 

Mr Suresh Manglani 
 

Executive 
Director 
 

Mr. Suresh P Manglani is the CEO & Executive Director of AGL where he has joined in 
September 2018. Prior to joining AGL, he was with Reliance Industries Limited (RIL) as 
Sr. Vice President & CFO for Refinery & Marketing Division (Retail Petroleum 
Business). He has worked in RIL for over 10 years in CGD, Gas Marketing, Retail 
petroleum and RLNG Business (in RIL-BP JV) and has been the part of leader’s family of 
RIL. Prior to RIL, Mr. Suresh P Manglani had spent over 13 years in Mahanagar Gas 
Limited (MGL) –A JV of GAIL and British Gas (now Shell). He is also the current 
Chairman of ASSOCHAM National Council on Hydro Carbon & Petrochemicals. 

Source: Company, Bloomberg, MNCL Research 
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Quarterly financials, key takeaways & operating assumptions 

Exhihit 82: Quarterly financials 

Y/E March (Rs. mn) 1QFY19 2QFY19 3QFY19 4QFY19 1QFY20 2QFY20 3QFY20 

Net Sales 3,726 4,232 4,573 4,659 4,506 4,726 4,892 

Raw Materials 2,354 2,712 3,041 2,819 2,743 2,812 2,823 

Employee Costs 118 107 95 100 91 130 103 

Other Expenditure 229 357 368 343 323 425 404 

EBITDA 1,025 1,056 1,070 1,396 1,349 1,358 1,561 

Depreciation 159 161 171 182 126 117 129 

Interest  376 313 104 105 103 108 99 

Other Income 358 276 117 116 107 116 103 

PBT 848 857 911 1,225 1,227 1,250 1,436 

Extraordinary items 0 0 -250 -26.4 0 0 0 

PBT after EO 848 857 661 1,199 1,227 1,250 1,436 

Tax  295 335 206 442 434 46 292 

Tax rate (%)                  34.8                   39.1                   31.2                   36.9                   35.4                      3.6                   20.3  

Reported PAT 553 522 455 757 793 1,204 1,145 

Adjusted PAT 551 507 472 757 793 1,201 1,155 

Margin (%)               

Gross Margins                  36.8                   35.9                   33.5                   39.5                   39.1                   40.5                   42.3  

EBITDA                   27.5                   24.9                   23.4                   30.0                   29.9                   28.7                   31.9  

PAT                  14.9                   12.3                      9.9                   16.2                   17.6                   25.5                   23.4  

Y-o-Y Growth (%)               

Revenue                          20.9                   11.7                      7.0  

EBITDA                       31.6                   28.7                   46.0  

PAT                          43.2                130.8                151.6  

Adj. PAT                      44.0                137.0                144.7  

Q-o-Q Growth (%)               

Revenue                   13.6                      8.1                      1.9                    -3.3                      4.9                      3.5  

EBITDA                        3.0                      1.3                   30.5                    -3.4                      0.7                   14.9  

PAT                    -5.7                 -12.8                   66.3                      4.7                   51.9                    -4.9  

Adj. PAT                     -8.0                    -6.8                   60.5                      4.7                   51.4                    -3.8  

Source: Company, MNCL Research 

Exhihit 83: Unit wise quarterly details (In INR / SCM) 

Y/E March (Rs. mn) 1QFY19 2QFY19 3QFY19 4QFY19 1QFY20 2QFY20 3QFY20 

Total Consumption                   125                    136                    138                    141                    138                    146                    154  

Net Sales 29.81 31.16 33.14 33.04 32.65 32.44 31.76 

Raw Materials 18.84 19.97 22.04 19.99 19.88 19.31 18.33 

Employee Costs 0.94 0.79 0.69 0.71 0.66 0.89 0.67 

Other Expenditure 1.83 2.63 2.66 2.44 2.34 2.92 2.62 

EBITDA 8.20 7.77 7.75 9.90 9.77 9.33 10.14 

Depreciation 1.27 1.19 1.24 1.29 0.91 0.80 0.84 

Interest  3.01 2.31 0.76 0.74 0.75 0.74 0.64 

Other Income 2.86 2.03 0.85 0.83 0.78 0.80 0.67 

PBT 6.79 6.31 6.60 8.69 8.89 8.58 9.33 

PBT after EO 6.79 6.31 4.79 8.50 8.89 8.58 9.33 

Tax  2.36 2.47 1.49 3.14 3.15 0.31 1.89 

Tax rate (%) 0.28 0.29 0.23 0.26 0.26 0.02 0.13 

Reported PAT 4.43 3.84 3.30 5.37 5.74 8.27 7.43 

Adjusted PAT                     4.4                      3.7                      3.4                      5.4                      5.7                      8.2                      7.5  

Source: MNCL Research 
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Financials 
Exhihit 84: Income Statement 

Y/E March FY16 FY17 FY18 FY19 FY20E FY21E FY22E FY23E 

Net Sales 11,287 10,870 13,737 17,190 17,471 14,613 26,107 37,356 

% growth -16 -4 26 25 2 -16 79 43 
 Raw Materials  7,526 6,791 8,730 10,927 10,238 7,463 13,974 20,755 

  % of sales  67 62 64 64 59 51 54 56 
 Personnel  338 394 389 420 454 576 634 907 

  % of sales  3 4 3 2 3 4 2 2 
 Manufact. & Other Exp.  822 916 965 1,297 1,509 1,459 1,616 2,313 

  % of sales  7 8 7 8 9 10 6 6 
 EBITDA  2,600 2,770 3,653 4,546 5,270 5,114 9,883 13,381 
EBITDA Margin (%) 23 25 27 26 30 35 38 36 

 Depreciation  525 562 610 673 697 972 1,391 1,845 
 EBIT  2,075 2,208 3,042 3,873 4,573 4,143 8,492 11,536 

 Interest Expenses  427 443 1,253 899 475 924 1,376 1,827 
 PBT From Operations  1,649 1,765 1,789 2,975 4,098 3,218 7,116 9,709 

Other Income 278 405 801 867 430 426 413 413 
 PBT  1,927 2,171 2,590 3,842 4,528 3,644 7,530 10,122 

 Exceptional items  -542 -610 0 -276 0 0 0 0 
 PBT after Exceptional  1,385 1,561 2,590 3,565 4,528 3,644 7,530 10,122 

 Tax-Total  570 549 944 1,278 925 911 1,882 2,530 
Effective Tax Rate (%)  41 35 36 36 20 25 25 25 

 Reported PAT  815 1,012 1,646 2,287 3,738 3,184 6,490 9,278 

Contribution from JV 0 0 -26 0 135 450 843 1,687 

 Adjusted PAT  
                  

815  
              

1,012  
              

1,620  
              

2,287  
              

3,873  
              

3,634  
              

7,333  
           

10,965  

 

Exhihit 85: Balance Sheet 

Y/E March (Rs mn) FY16 FY17 FY18 FY19 FY20E FY21E FY22E FY23E 

SOURCES OF FUNDS         

Capital  2,567 2,567 1,100 1,100 1,100 1,100 1,100 1,100 

Reserves & Surplus 3,572 4,581 7,594 9,920 13,658 16,841 23,331 32,609 

Shareholders’ Funds 6,140 7,148 8,694 11,020 14,757 17,941 24,431 33,709 

Minority Interest                 

Total Loan Funds 4,946 5,893 14,499 4,443 4,969 10,504 15,633 20,763 

Deferred Tax Liabilities-Net 804 884 996 1,020 1,199 1,887 2,646 3,387 

 Total Liabilities 13,740 15,969 26,537 19,245 24,436 35,290 50,171 69,455 

APPLICATION OF FUNDS                 

Property, Plant & Equipment 7,319 8,063 8,712 9,547 12,575 19,449 27,038 34,456 

Capital WIP 1,570 867 1,018 1,905 1,140 2,605 2,983 3,077 

Net Fixed Assets 8,890 8,930 9,731 11,452 13,715 22,054 30,021 37,533 

Investments 450 850 1,145 1,760 2,490 4,511 6,699 8,886 

Other non-current assets 262 204 10,385 279 808 805 1,003 1,134 

Goodwill 255 255 255 255 255 255 255 255 

Inventories 387 387 422 440 576 449 766 1,132 

Sundry Debtors 393 562 1,412 828 1,068 893 1,595 2,283 

Other Current Assets  100 100 692 182 234 196 350 501 

Cash & Cash Equivalent 121 157 245 1,598 3,087 4,105 8,432 17,737 

Loans and Advances 3,483 5,154 3,739 3,689 3,689 3,689 3,689 3,689 

Total Current Assets 4,484 6,359 6,510 6,736 8,654 9,332 14,832 25,342 

Trade Payables 448 527 1,372 1,039 1,017 792 1,352 1,998 

Current Liabilities 126 66 83 162 432 840 1,251 1,661 

Provisions 27 37 34 36 36 36 36 36 

Total Current Liab. & Prov. 601 629 1,489 1,236 1,485 1,668 2,639 3,695 

Net Current Assets 3,883 5,730 5,021 5,500 7,169 7,664 12,194 21,647 

Total Assets  13,739.8   15,968.6   26,536.9   19,245.0   24,436.4     35,289.6     50,170.7     69,455.0  

 

 

 

 

 

Source: Company, MNCL Research Estimates 

Source: Company, MNCL Research Estimates 
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Exhihit 86: Key Ratios 

Y/E March FY16 FY17 FY18 FY19 FY20E FY21E FY22E FY23E 

Growth ratios (%)                 

Net sales -15.7 -3.7 26.4 25.1 1.6 -16.4 78.7 43.1 

EBITDA 19.0 6.5 31.9 24.5 15.9 -2.9 93.2 35.4 

Adjusted Net Profit -14.4 24.2 60.1 41.2 69.3 -6.2 101.8 49.5 
Margin Ratio (%)                 

EBITDA Margin 23.0 25.5 26.6 26.4 30.2 35.0 37.9 35.8 
EBIT Margin 18.4 20.3 22.1 22.5 26.2 28.3 32.5 30.9 

PBT Margins 17.1 20.0 18.9 22.3 25.9 24.9 28.8 27.1 
PAT Margin 7.2 9.3 11.8 13.3 22.2 24.9 28.1 29.4 

Return Ratio (%)         
ROE 13.3 14.2 18.9 20.8 25.3 17.7 26.6 27.5 

ROCE 17.2 13.9 16.7 16.3 17.5 10.9 15.7 15.2 
ROIC 9.7 9.9 13.3 16.2 20.4 12.1 18.9 20.9 

Turnover Ratio days (days)                 
Gross Block Turnover Ratio 1.5 1.4 1.6 1.9 1.6 0.9 1.1 1.2 
Inventory Period 11.4 16.0 17.2 15.1 12.5 17.0 17.0 17.0 

Debtors Period 17.0 12.5 18.6 37.0 17.3 22.0 22.0 22.0 
Creditors Period 16.6 18.6 23.4 49.0 29.6 30.0 30.0 30.0 

Cash Conversion Cycle 11.9 10.0 12.4 3.1 0.3 9.0 9.0 9.0 
Solvency Ratio (%)                 

Debt-equity (x) 0.5 0.7 0.7 1.4 0.3 0.3 0.6 0.6 
Net Debt-equity (x) 0.8 0.8 1.6 0.3 0.1 0.4 0.3 0.1 

Current ratio (x) 1.6 1.0 1.9 1.8 3.0 5.8 5.6 5.6 
Interest coverage ratio 6.1 6.3 2.9 5.1 11.1 5.5 7.2 7.3 

Gross Debt/EBITDA 2.0 2.2 4.0 1.0 1.0 2.2 1.7 1.7 
O/s Shares 1,099.8 1,099.8 1,099.8 1,099.8 1,099.8 1,099.8 1,099.8 1,099.8 

Fully Diluted Shares 1,099.8 1,099.8 1,099.8 1,099.8 1,099.8 1,099.8 1,099.8 1,099.8 
Per share (Rs)                 
Basic EPS (reported) 0.7 0.9 1.5 2.1 3.4 2.9 5.9 8.4 

CEPS 0.9 1.4 2.1 2.7 4.0 3.8 7.2 10.1 
Book value 5.3 6.5 7.9 10.0 13.4 16.3 22.2 30.6 

Valuation                 
P/E 0.0 0.0 0.0 51.3 29.8 31.8 15.7 10.5 

P/BV 19.7 18.8 16.2 13.3 10.5 7.8 6.4 4.7 
EV/EBITDA 1.9 2.1 3.9 26.4 22.3 23.8 12.4 8.9 

EV/Sales 0.4 0.5 1.0 7.0 6.7 8.3 4.7 3.2 

Source: Company, MNCL Research Estimates 

Exhihit 87: Cash Flow Statement 

Y/E March (Rs mn) FY16 FY17 FY18 FY19 FY20E FY21E FY22E FY23E 

Operating Cash Flow before WC changes 2,136 2,235 3,832 4,447 5,339 4,581 7,285 9,464 

Net chg in working capital 234 97 -1,386 -1,298 -1,218 562 -358 -299 

Cash flow from operating activities (a) 2,550 2,584 2,769 3,561 4,519 7,280 9,992 13,910 

Capital expenditure -392 -602 -1,411 -2,394 -2,960 -9,311 -9,358 -9,358 

Adjusted FCF 2,158 1,982 1,358 1,167 1,560 -2,030 634 4,552 

Cash flow from investing activities (b) -4,127 -3,033 -9,877 7,910 -4,100 -12,193 -12,091 -11,967 

Cash flow from financing activities (c) 394 502 7,788 -10,771 1,070 5,931 6,426 7,362 

Net chg in cash (a+b+c) -1,183 53 681 700 1,489 1,019 4,326 9,305 

Source: Company, MNCL Research Estimates 
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Disclaimer: Monarch Networth Capital Limited (hereinafter MNCL), a publically listed company, is engaged in services of retail broking, credits, portfolio 

management and marketing investment products including mutual funds, life & general insurance and as such prepares and shares research data and reports 

periodically with clients, investors, stake holders and general public in compliance with Securities and Exchange Board of India Act, 1992, Securities And Exchange 

Board Of India (Research Analysts) Regulations, 2014 and/or any other applicable directives, instructions or guidelines issued by the Regulators from time to time.  

Research report is a written or electronic communication that includes research analysis, research recommendation or an opinion concerning securities or public 

offer, providing a basis for investment decisions. The views expressed therein are based solely on information available publicly/internal data/other reliable 

sources believed to be true. The information is provided merely as a complementary service and do not constitute an offer, solicitation for the purchase or sale of 

any financial instruments, inducement, promise, guarantee, warranty, or as an official confirmation of any transactions or contract of any kind.  

Research data and reports published/ emailed/ text messaged via Short Messaging Services, Online Messengers, WhatsApp etc/transmitted through mobile 

application/s, including but not limited to FLIP™, Video Widget, telephony networks, print or electronic media and or those made available/uploaded on social 

networking sites (e.g. Facebook, Twitter, LinkedIn etc) by MNCL or those recommendation or offers or opinions concerning securities or public offer which are 

expressed as and during the course of “Public Appearance” are for informational purposes only. The reports are provided for assistance and are not intended to be 

and must not alone be taken as the basis for an investment decision. The user assumes the entire risk of any use made of this information. Though disseminated to 

clients simultaneously, not all clients may receive the reports at the same time. MNCL will not treat recipients as clients by virtue of their receiving this report.  

The reports include projections, forecasts and other predictive statements which represent MNCL’s assumptions and expectations in the light of currently available 

information. These projections and forecasts are based on industry trends, circumstances and factors which involve risks, variables and uncertainties. The actual 

performance of the companies represented in the report may vary from those projected. The projections and forecasts described in this reports should be 

evaluated keeping in mind the fact that these-  

• are based on estimates and assumptions  

• are subject to significant uncertainties and contingencies  

• will vary from actual results and such variations may increase over a period of time  

• are not scientifically proven to guarantee certain intended results  

• are not published as a warranty and do not carry any evidentiary value.  

• are not based on certain generally accepted accounting principles  

• are not to be relied on in contractual, legal or tax advice.  

Prospective investors and others are cautioned that any forward-looking statements are not predictions and may be subject to change without notice. Reports 

based on technical analysis is focused on studying charts of a stock's price movement and trading volume, as opposed to focusing on a company's fundamentals 

and as such, may not match with a report on a company's fundamentals.  

Though we review the research reports for any untrue statements of material facts or any false or misleading information, , we do not represent that it is accurate 

or complete and it should not be relied on in connection with a commitment or contract whatsoever. Because of the possibility of human, technical or mechanical 

error by our sources of transmission of Reports/Data, we do not guarantee the accuracy, adequacy, completeness or availability of any information and are not to 

be held responsible for any errors or omissions or for the results obtained from the use of such information. MNCL and/or its Affiliates and its officers, directors 

and employees including the analysts/authors shall not be in any way responsible for any indirect, special or consequential damages that may arise to any person 

from any inadvertent error in the information contained in the reports nor do they take guarantee or assume liability for any omissions of the information 

contained therein. Information contained therein cannot be the basis for any claim, demand or cause of action. These data, reports and information do not 

constitute scientific publication and do not carry any evidentiary value whatsoever.  

The reports are not for public distribution. Reproduction or dissemination, directly or indirectly, of research data and reports of MNCL in any form is prohibited 

except with the written permission of MNCL. Persons into whose possession the reports may come are required to observe these restrictions. Opinions expressed 

therein are our current opinion as of the date appearing on the report only. Data may be subject to update and correction without notice. While we endeavour to 

update on a reasonable basis the information discussed in the reports, there may be regulatory, compliance, or other reasons that prevent us from doing so.  

The reports do not take into account the particular investment objectives, financial situations, risk profile or needs of individual clients. The user assumes the 

entire risk of any use made of this information. Each recipient of the reports should make such investigation as deemed necessary to arrive at an independent 

evaluation of an investment in the securities of companies referred to in such reports (including the merits and risks involved).  

Certain transactions - futures, options and other derivatives as well as non-investment grade securities - involve substantial risks and are not suitable for all 

investors. Investors may lose his/her entire investment under certain market conditions. Before acting on any advice or recommendation in this material, investors 

should consider whether it is suitable for their particular circumstances and, if necessary, seek professional advice. The price and value of investments referred to 

in research reports and the income from them may fluctuate. Transaction costs may be significant in option strategies calling for multiple purchase and sales of 

options. Foreign currencies denominated securities are subject to fluctuations in exchange rates that could have an adverse effect on the value or price of or 

income derived from the investment. Investors in securities such as ADRs, the value of which are influenced by foreign currencies effectively assume currency risk.  

The recommendations in the reports are based on 12 month horizon, unless otherwise specified. The investment ratings are on absolute positive/negative return 

basis. It is possible that due to volatile price fluctuation in the near to medium term, there could be a temporary mismatch to rating. For reasons of 

valuations/return/lack of clarity/event we may revisit rating at appropriate time. The stocks always carry the risk of being upgraded to buy or downgraded to a 

hold, reduce or sell. The opinions expressed in the reports are subject to change but we have no obligation to tell our clients when our opinions or 

recommendations change. The reports are non-inclusive and do not consider all the information that the recipients may consider material to investments. The 

reports are issued by MNCL without any liability/undertaking/commitment on the part of itself or any of its entities.  

Recipients of the research reports should assume that entities of MNCL may receive commission, brokerage, fees or other compensation from the company or 

companies that are the subject of the reports. We and our affiliates, officers, directors, and employees, including persons involved in the preparation or issuance of 

reports/data/material, may, from time to time have 'long' or 'short' positions in, act as principal in, and buy or sell the securities thereof of companies mentioned 

therein or be engaged in any other transaction involving such securities and earn brokerage or other compensation or act as market maker in the financial 

instruments of the company/ies discussed therein or act as advisor or lender/borrower to such company/ies or have other potential conflicts of interests with 

respect to any recommendation and related information and opinions.  
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MNCL Research is also available on Bloomberg and Thomson Reuters 
Initiating Coverage 

We further undertake that-  

• No disciplinary action has been taken against the research analyst or MNCL by any authority in connection with their respective business activity.  

• MNCL, Research analysts, persons reporting to research analysts and their relatives may have financial interests and material conflict of interest in the subject 
company.  

• MNCL, Research analysts, persons reporting to research analysts and their relatives may have actual/beneficial ownership of 1% or more in the subject 
company’s securities, at the month immediately preceding the date of publication of this research report.  

Past performance is not a guide for future performance, future returns are not guaranteed and investors may suffer losses which may exceed their original capital.  

The securities described herein may not be eligible for sale in all jurisdictions or to all categories of investors. The countries in which the companies mentioned in 

this report are organized may have restrictions on investments, voting rights or dealings in securities by nationals of other countries. 

Distributing/taking/sending/dispatching/transmitting this document in certain foreign jurisdictions may be restricted by law, and persons into whose possession 

this document comes should inform themselves about, and observe any such restrictions. Failure to comply with this restriction may constitute a violation of any 

foreign jurisdiction laws.  

The user should consult their own advisors to determine the merits and risks of investment and also read the Risk Disclosure Documents for Capital Markets and 

Derivative Segments as prescribed by Securities and Exchange Board of India before investing in the Indian Markets.  

 

 

 

 

 

 

 

 

 

 

Analyst holding in stock: NO  

Key to MNCL Investment Rankings  

Buy: Upside by >15%, Accumulate: Upside by 5% to 15%, Hold: Downside/Upside by -5% to +5%, Reduce: Downside by 5% to 15%, Sell: Downside by >15%  

 

Monarch Networth Capital Ltd. (www.mnclgroup.com)  

Office: - 9th Floor, Atlanta Centre, Sonawala Lane, Opp. Udyog Bhavan, Goregaon (E), Mumbai 400 063. Tel No.: 022 30641600 
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Source: Bloomberg, ACE Equity, MNCL Research 
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