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City gas firms brace for EV push impact

Delhi policy to hit 15% of
IGL volume; Mahanagar
Gas sees 6% sales growth
evenwith EV penetration

ARUNIMA BHARADWAL
Mew Delhi, November 2

THE DELHI GOVERNMENT'S plan to
make it mandatory for cab aggrega-
tors to have all-electric fleet in five
years,and thesurge inelectricvehicles
registration in Mumbai could pose
daunting challengesto the dominant
city-gas distributioncompanies in the
two metros — IGL and Mahanagar
Gas, respectively. However,the extent
of the adverse impact on the two
firms'toplines may differowing to the
difference in the EV targets set by the
administrations of the two mega
cities,analystssaid.

These companies may need to
expand piped-gasbusinessat afaster
rate to meet the overall growth tar-
gets, although a large part of it will
depend on how fast the pipeline net-
work is laid out, by the likes of GAIL
India. While IGLsees 15% volume to
takeahitasthe EV penetrationsetsin,
MahanagarGas still expectsto main-
tain agrowth of 5-6%in its volumes.

“We expect with the lesser addi-
tion of new CNGvehicles by aggrega-
tor going forward, the sales growth in
this particular aggregator segment
which is 15% of our volumes, will
remainmuted fornext 3-5years,"IGL
said on Thursday.

In the quarter ended September,
the company’s CNG sales volumes
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B The new EV paolicy by the
Delhi government aims at
50% EV adoption rate within
the next three years and a
100% transition by the next
five years

B The Maharashtra EV policy,
released in 2021, aims to
achieve 25% electrification of
public transport and last-mile
delivery vehicles by 2025,

rose to 574.72 million cubic meters
{mmscm),upfrom 560.25 mmscmin
the same quarter lastyear. PNG sales,
ton, recorded an increase of 3% to
189,08 mmscm,taking the totalsales
volume of the company for the July-
September gquarter to 763.80
mmscm from 744.17 mmscm from
the corresponding period last year.

“We recognise that the scheme,
onceimplemented,coupledwith the
expected shift of Delhi transport
buses to EVwill have animpact onour
CNG based volume in the long run,”
the companysaid.

Delhi alone constitutes 65% of
the IGL's total CNG sales and is the
biggest market for IGL. Of this 65%,
fleetoperators constitute around 14-
15% of the share, the company said.
Inthe quarterunder review, the com-
panywitnessed agrowthrate of 2%4in
Delhi againsttheusual growthrateof
4.5-50%.

The new EV policy drafted by the
Delhi government aims at 5 0% EV
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adoption rate within the next three
years and a 100% transition by the
next five years. It targets complete
electric conversion of all commercial
categories,indudingdeliveryvehicles
bytheendof 2030.

Following the announcement of
the newpolicy,IGLs share plungedas
market assessed the impact on the
company’s volume growth. Jefferies,
in its report earlier, had said that EV
penetration as per the policy can
impact 30% ofIGL's overall salesvol-
umebeginning FY25.

However, IGL maintains its
growth target of 9 mmscm perday for
the current financial year and a 10%
growth in its volume in the next
finandalyear even asthe EVpenetra-
tion begins, it said."We expect pas-
sengervehicle segmentand segment
other thanaggregator segmentto still
growat 8-9%."

Onthe contrary, Mahanagar Gas,
theleading natural gas distribution
company in Mumbai, expects to

reantoiesn hitps://epaper.financialexpress.com/c/73813285

maintaina growth of 5-6%in itsvol-
ume salesin the next 5-6 years and
doesnotseeanysignificantimpact in
itssaleseven asthe Maharashtragov-
emment intends to boost its EV pen-
etration by 25% by 2025, the com-
pany had said.

“Overall volumes are growing
because of CNG conversions too.
Impactof EV(penetration)is notlikely
to be very significant as newvehicles
arebeingadded, and hence more con-
versions (to CNG)," the comparyy said.
Thecompany hasadded 19,900 CNG
vehicles during the quarter ended
September of which a majority share
came from passenger car segment,

“Thefloating populationofheavy
commercialvehicles arealsoexpected
to pick up pace as roads are getting
better...So, ourvolume is not in total
danger. We expect 5-6% growth of
volume to continue in our next 5-6
yearsoftrend”

The company’s volumes of
3.57mmscmd (million standard
cubic meters of gas per day) were up
3.4% on year and 4.8% on quarter
postamuted 1%y-o-ydeclineseenin
Q1FY24,accordingtoareport by ICICI
Securities.

“Wehave not yetachieved thetar-
get of 6% growth (in volumes)
because commercial vehicle growth
has still not taken place in the CNG
segment,” the company’s topman-
agement said. However,the comparry
expects this pace to quicken in the
coming quarters as it has dropped
CNG pricesfrom past six months.

The Maharashtra state EV policy,
releasedin 2021, aims to achieve 25%
electrification of publictransportand
last-miledeliveryvehiclesby 2025.
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Crude oil rises over 1% as
Fed keeps rates unchanged

Crude oil gained more than 1 per
cent on Thursday to snap its
three-day decline, as risk appetite
returned to financial markets after
the US Federal Reserve kept
benchmark interest rates on hold,
Brent crude futures rose 89 cents,
or 1.1 per cent, to $85.52 a barrel
by 0324 GMT, while US West Texas
Intermediate crude futures
advanced 91 cents, also 1.1 per
cent, to $81.35 a barrel. reuters
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Oil Regulator to Penalise Gas Cos for
Failing to Meet Household Demand

Sanjeev.Choudhary
@timesgroup.com

New Delhi: Consumer protec-
tion will bea top priority for the
Petroleum and Natural Gas Re-
gulatory Board (PNGRB)and it
will soon “come down heavily”
oncity gas companies failingto
meet households’ demand for
new connections or supplies,
its chairman said. Policy inter-
vention is needed to dissuade
companies from promoting
more profitable compressed
natural gas (CNG) at the cost of
household connections, Anil
Kumar Jain added.

“It'sreported that in many ca-
ses the city gas distribution
(CGD) licensees have been re-
miss in providing connectivity.
In many cases, connections ha-
ve been provided but gas flow
has not been initiated,” Jain
told ET in an interview. “I'm lo-
oking into that, and we will so-
on be coming down heavily on
CGDlicensees.”

Jain, a former coal secretary
who joined the downstream re-
gulator in May,hasaPh.D inna-
tural gas. He said the regulator
will work towards the wider
adoption of natural gas and in-
volve consumers in decision-
making through car fleet ow-
ners and residents’ welfare as-
sociations. The PNGRB Act,
which hasn't undergone any
change since enactment in

'\

Anil Kumar Jain, PNGRB Chairman
2006, also needs to evolve with
the times for better regulation,
Jain said. CGD companies ne-
ed to focus on piped natural gas
(PNG) meant for homes, Jain
said. “PNG isnot receivingade-
guate interest from the CGD
playersbecause they arenotbo-
und toreservea certain specifi-
ed share of the cheap gas for
this sector and the return on
per unit of gassold is higher in
the CNG sector. So, there is a
tendency to promote CNG at
the cost of PNG,” said Jain, ad-
ding that a policy intervention
was needed to boost household
PNG connections, which are
currently justalittlemore than
10 million, compared with LPG
connections of more than 300
million. “Some kind of a tinke-
ring or a thinking through that
this particular tool of cheap
gas, which the government has
in its hand, should be used to
promote PNG whileat the same
time not harming the growth
of the CNG system inthe yet-to-
be-served geographical areas,”
said Jain.

More affordable CNG rates

and better infrastructure that
ends long queues at fuel sta-
© tions can quicken the adoption
2 of CNG in the country, he said.
= “Idon’t have the powers to fix
g (CNG) prices. But if the go-
= vernment is giving them (do-
S mestic gas) at a particularly
cheaper price, I have a feeling
that the government could ex-
amine whether it also has the
remit to demand what could be
the end consumer price for
CNG,"” Jain said.

CNG retailers enjoy a double
advantage as their input cost is
low due to government alloca-
tion of cheap domestic gas whi-
le they have the freedom to sell
it at market rates in their re-
spective monopoly areas. CGD
players sell about 20 mmsemd
of gas as CNG and 3 mmsemd
as PNGtohomes.

PNGRB’s efforts at ending the
marketing monopolies of seve-
ral city gas players have been
stonewalled by the courts. Jain
said the regulator will follow a
balanced approach and take ca-
re of companies’ legitimate in-
terests. “I don’t want to throw
the baby with the bathwater,”
he said.

Fornational demand for natu-
ral gas to rise, the government
will have to “sort out the co-
nundrum between imported
and domestic gas”, Jain said.
Domestic and imported fuels
are treated differently by the
market, he said.
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