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PROMOTERS LOOK TO OPTIMISE RESOURCES AND MANPOWER

AG&P Pratham, Think Gas
Set for $1.1-billion Merger

[-Squared and AG&P's
holding to get diluted;
Osaka Gas consortium's
stake to increase

Kalpana Pathak
& Reghu Balakrishnan

Mumbai: Global infrastructure
investor I-Squared Capital-back-
ed city gas distribution compa-
nies in India — AG&P Pratham
and Think Gas Distribution —
are set to merge, according to
two industry executives aware
of the development. The combi-
ned entity will be valued at over
$1.1 billion, acquiring the heft
that will help it compete with ri-
vals. It will be a stock-for-stock
merger — a share of one compa-
ny for each of the other.

Currently, I-Squared holds
100% stake in Think Gas Distri-
bution and 73% in AG&P Prat-
ham, the India arm of Singapo-
re-based Atlantic Gulf & Pacific
(AG&P) City Gas. About 21% is
held by AG&P and 6% by Japan's
Osaka Gas-led consortium. Sin-
ce both companies are in CGD
business, promoters have deci-
ded to consolidate operations.
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In The Pipeline
I-Squared Capital holds

100% in Think Gas and
73% in AG&P Pratham

About 21% in AG&P
Pratham is held by
AG&P and 6% by Osaka
Gas-led consortium

B (0saka Gas and
Sumitomo Corp to

in new entity

invest $200-250m

Think Gas holds 7
licences to operate
in 13 districts

AG&P Pratham

holds 12 licences to
exclusively develop
CGD infra in 37 districts

COMPETITORS:
Mahanagar Gas, Gujarat
Gas, Indraprastha Gas,
Gail Gas, Adani Total
Gas and Torrent Gas
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This is aimed at optimising reso-
urces and improving utilisation
of manpower.

CGD refers to the transporta-
tion or distribution of natural
gas to consumers in domestic,
commercial, industrial and
transport sectors through a net-
work of pipelines.

The size of the combined entity
will help it take on competitors
like Mahanagar Gas, Gujarat Gas,
Indraprastha Gas, Gail Gas, Ada-
ni Total Gas and Torrent Gas
amongothers.

Osaka Gas and Sumitomo Corp
will invest $200-250 million of pri-
mary capital in the company as
growth capital, said one of the per-
sons cited above.

Afterthe merger, I-Squared Capi-
tal will hold over 60% stake in the
combined entity. AG&P will hold
up to 15% and the Osaka Gas and
Sumitomo-led consortium will
hold 25%.

In January, the companies had
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applied to the European Commis-
sion in Brussels for merger appro-
val. That was granted in February,
said the people cited above.

India, the fourth biggest buyer of
liquefied natural gas, wants to in-
crease the share of natural gas in
theenergy mixto15% by 2030 from

% now and the CGD network will
play akeyroleinreachingthistar-
get. The use of natural gas will al-
so help reduce the carbon foot-
print and address climate change
challenges. The infrastructure to
support this growth is also being
put in place. By 2030, the country
will have 17,500 compressed natu-
ral gas stations and 120 million pi-
ped natural gas connections,
union minister for petroleum and
natural gas Hardeep Singh Puri
said on March 6.

Under the 12th and latest CGD
bidding round, state-run Oil In-
dia, Bharat Petroleum and Hin-
dustan Petroleum among others
won licences to building gas in-
frastructure in the Northeast and
Jammu & Kashmir. The round co-

vered 103 districts. The govern-
ment has decided to spend Rs
41,000 crore to build infrastructu-
re in six northeast states and the
two union territories of Jammu &
Kashmirand Ladakh.

AG&P, Think Gas, I-Squared Ca-
pital, Osaka Gas and Sumitomo
didn't respond to queries.

Osaka Gas isJapan's second-lar-
gest gas supplier and the first Ja-
panese company to invest in the
city gas sector in India through
AG&P City Gas. Sumitomo is a
global trading and investment
company. AG&P Group has a pre-
sence in engineering, procure-
ment, and construction, city gas
distribution businesses, and
LNG terminals.

In 2021, Osaka Gas, through affi-
liate Osaka Gas Singapore and Ja-
pan Overseas Infrastructure In-
vestment Corporation for Trans-
port & Urban Development (JO-
IN), invested up to $120 million in
Singapore-based AG&P City Gas.

“With the formation of a new en-
tity, there will be a pan-India pre-
sence. The management will beco-
me one and the AG&P's managing
director will be the managing di-
rector of the combined entity,” sa-

id one of the personscited, adding
that the companies have agreed to
the deal in principle and are awai-
tingregulatory approvals.

In May 2023, ET had reported
that Sumitomo, Mubadala Invest-
ments and Tokyo Gas were in the
race to acquire a 30% stake in
Think Gas. The report had also
included talk about a merger pro-
posal.

Think Gas holds seven licences
to operate in 13 districts in India
across the states of Punjab, Mad-
hya Pradesh, Bihar, Uttar Pradesh
and Himachal Pradesh and supp-
lies natural gas to the domestic,
commercial, industrial and auto-
motive sectors. The company was
established in 2018.

AG&P, or Atlantic Gulf and Paci-
fic Co., is headquartered in Singa-
pore and develops LNG import
and regasification facilities as
well as CGD networks. In India, its
city gas distribution arm AG&P
Pratham holds 12 licences to ex-
clusively develop CGD infrastruc-
ture in 37 districts covering 8% of
India’'s land mass and spread
across five states — Tamil Nadu,
Kerala, Andhra Pradesh, Karna-
taka and Rajasthan.
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Aramco profit falls on lower oil prices; company sees ‘healthy’ Chinese demand

e

—
Reuters
Dubai

Saudi Aramco Chief Execut-
ive Amin Nasser said on
Sunday the oil giant was
looking at further opportun-
ities to invest in China,
where he said oil demand was
robust and growing.

“So far we are in the early
part of 2024, demand is
healthy and growing in
China,” Nasser said on a me-
dia call following the release
of Aramco’s results that
showed net profit falling to
$121.3 billion from a record
8161.1 billion in 2022 on
lower oil prices.

“We see that in terms of
their offtake from the differ-
ent producers around the
world,” he said. Aramco has

BRIGHTER PROSPECTS.
Saudi Aramco Chief Executive
Amin Nasser put demand for
2024 at 104 million barrels as
opposed to an average of
102.4 million barrels in 2023

REUTERS

invested in Chinese refiner-
ies with crude supply deals
attached and is in talks for
more, with a focus on con-

verting liquids into chemic-
als. Nasser said the country’s
refineries were some of the
most fully integrated and had
the highest conversion rates.
“We are currently looking at
some opportunities for in-
vestment in China.” Nasser
sees the global oil market re-
maining healthy throughout
2024. “We expect it to be
fairly robust, we are looking
at growth of about 1.5 mil-
lion barrels,” Nasser said.
Nasser put demand for
2024 at 104 million barrels as
opposed to an average of
102.4 million barrels in 2023.

OUTPUT GROWTH

Aramco aims to grow its gas
production by 60 per cent by
2030 from 2021 levels. Ara-
mco may partner with
MidOcean Energy — in

which it agreed last year to
take a strategic minority
stake — to invest in liquefied
natural gas (LNG) projects
in geographical areas besides
Australia, Nasser said. “We
are partnering with
MidOcean in Australia and
we might partner with them
in other enclaves depending
on the opportunities,” he
said.

Nasser also said Aramco
was interested in investing in
LNG opportunities in the US
but said he could not reveal
further details. “We are in
discussion with a number of
companies.”

Sources told Reuters last
week that Aramco is in talks
to invest in phase 2 of Sem-
pra Infrastructure’s Port Ar-
thur LNG project in Texas,
which represents a proposed

A $31-billion boost to Saudi budget

o=
Bloomberg

Aramcoraised its dividend
despite aretreatin energy prices
and lower production,a boost
for Saudi Arabiaasitfacesa
widening budget deficit. The
total payout of about $31 billion
for the fourth quarterto
investors and Saudi Arabia’s
government, including aspecial
component, rose from the
previous quarter’s level evenas
lower oil output pushed net
income down 25 per cent
year-on-year. The world's

expansion to the already pro-
ducing first phase. Discus-
sions are also still ongoing

biggest crude oil exporter
provides much of the Saudi
government's income via
generous dividends.

The distribution is becaming
ever morevital as Crown Prince
Mohammed bin Salman pursues
expensive projectssuchas the
futuristic project of Neomn, the
purchase of high-profile
footballers and stakesin
sporting leagues, while looking
to diversify the economy from
oil. The budget shortfall,
however, is starting to bite. The
Saudigovernment is predicting
adeficit every year until 2026,

for a tie-up with French car-
maker Renault and China’s
Geely for a 15 per cent to 20

pushing it to delay past 2030
some of the projectsthatit
launched as part of its economic
transformation plan. Italso
ordered Aramco last month to
halt the expansion of its
production capacity, helping
free up spendingfor other areas.
Thesuspension is likely to
reduce Aramco’s capital
investments by about $40 billion
between thisyearand 2028, the
company said. Capital
expenditure rose about 28 per
centtojust short of $50 billion
last year,and is expected tobe
$48 billion to $58 billion in 2024.

per cent stake in their joint-
venture for combustion and
hybrid engines, Nasser said.
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INDIAN OILSETTO
JOIN HIGH TABLE OF
F1 FUEL PRODUCERS

AFTER DELIWERING back-to-back
innovatians in fuel grades, Indian
Oil Corporation (IOC) has now set
sight on the Grand Prix and will in
next three months start
producing fuel used in adrenaline-
pumping Formula One or F1,
motor racing. The firm's refinery
at Paradip in Odisha will in three
months produce the petrol used
in F1 carracing, its chairman
Shrikart Madhav Vaidya said.
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10C to prodluce fuel for
Formula One motor race

New Delhi, March 10:
After delivering back-to-
back innovations in fuel
grades, Indian 0il
Corporation (10C) has
now set sight on the
Grand Prix and will in
next three months start
producing fuel used in
Formula One (F1), motor
racing.

The firm's refinery at
Paradip in Odisha will in
three months produce the
petrol used in F1 car rac-
ing, said 10C chairman
Shrikant Madhav Vaidya.

10C will be the first
Indian company and only
a handful globally that
will produce fuel used in
F1 racing.

Vaidya said the company
expects to get its Formula
1 fuel certified in around
three months, after which
it will start competing
with other global majors
like Shell to supply it to
the F1 teams.

F1 fuel is essentially
high-octane petrol and the
standards are heavily reg-
ulated by global motor
sport governing body
Federation Internationale
de 1"Automobile (FIA) on
various counts, including
permissible additives and
blending agenis.

[OC had in October last
vear helped India join a
select league of nations
when it began producing
highly specialised ‘refer-
ence’ petrol and diesel

:u 1T E'l

]

that are used for testing
automobiles.

There are only three
suppliers of reference
fuels globally including
US giant Chevron. [10C's
Paradip refinery in
Odisha is producing ‘ref.
erence’ grade petrol and
its Panipat unit in
Haryana produces similar
quality diesel.

Prior to this, Indian
automobile manufactur-
ers had to use imported
reference fuel for testing
cars and motorcycles.
Now, 10C |s supplying
them the same grade fuel
at much cheaper cost.

Valdva said 10C has
entered the racing fuels
segment with its high-
octane ‘Storm’ petrol for
motoreyele racing.

I0OC will be the official
fuel partner for the
Federation Internationale
De Motocvelisme (FIM)
Asia Road Racing
Championship (ARRC) for
three years - 2024 to 2026,
supplying ‘Storm’ petrol
across all ARRC race
rounds. - PTT
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MNRE to discuss specialised
cylinders for hydrogen
storage with stakeholders

AGGAMWALIA
NEW DELHI, MARCH10

THE MINISTRY of New and
Renewable Enerzy (MNRE) plans
to convene a meeting with rele-
vant stakeholders to discuss the
developmentofspecialised cylin-
ders for green hydrogen storage.
Thedecisionwas madeafter man-
ufacturersof commercial vehicles,
including heavy duty and long
haultrucks, agged challenges re-
lated to high-pressure storage
eylindersinthe adoption ofgreen
fydrogen as a sustainable fuel in
the transport sector.

Commercial vehicle manufac-
turersidentified the higher costof
green hydrogen fuel cells asan-
other challenge inameetingwith
MNRE on January 25. The pro-
posed meetingislikely toindude
manufacturers of specialised
cylinders for compressed and
liquified natural gas, some of
whomhavealready commenced
research and development on
cylinders for hydrogen, whichis
stored at amuch higher pressure.

Gascylindersare typically cat-
egorised into four types, depend-
inguponthe materials used. Type
1and Type2 are suitable for stor-
age, while Type 3 is preferred for
storage and transportation, and
Type 4 is recommended for on-
board storage. Unlike compressed
natural gas{(NG), whichis stored
at a pressure of around 3 600 psi,
the pressure at which hydrogenis
stored ranges between 5,000+
10,000 pst. The MNRE has indi-
cated a meeting with industry
stakeholders forthe development
of Type 3 and Type 4 cylinders to
address challenges related to
high-pressure hydrogen cylin-
ders, according tothe minutes of
the meeting on January 25 ob-
tained by The Indian Express
through Right to Information
(RTI).

A vehicle can be powered by
hydrogenintwo ways- burningit
inan internal combustionengine
orusing a fuel cell ncomentitino
electridtyto charge on-board bat-
teries. While both Type 3 and Type
4 cylinders are reinforced with
carbon fibre, which makes them
light and ideal for usein vehides,
Type 4 ylinders are even lighter
as they are lined with a polymer
as opposed to the aluminium lin-
ing in Type 3cylinders.

Currently, most cylinders
manufactured in the country are
designed to carry CNG, and be-
cause hydrogen is stored at a

Gas cylinders are typicallycategorised into four types,
depending upon the materials used. Reuters

muchhigher pressure, CNGoylin-
derscannotcamy hydmogenwith-
outtechnical modifications. Even
then, hydrogen will have tobe
blended with CNGinspecificpro-
portions. Forcylinders to carry a
high mass of hydrogen, the car-
bon fibre needs to be stronger
than that used in CNG cylinders
andinvolves aslightly more com-
plex manufacturing process. At

Heavy Industries. Alongside re-
search onhydogen storage, BHEL
has also been developing hydro-
gen fuel celltechnologies. During
the ministry meeting on January
25, representatives from original
equipment  manufacturers
(OEMs) interested in hydrogen-
powered large commercial vehi-
cles like Volvo Eicher, Ashok
Leyland, and Tata Motors, also

present, these fac- flagged the high
e YOUR RIGHT geoivice

cos! ro- . g
duwinghigh-pres-  TO Know sentative from
sureType 4 hydro- e T Bosch, which
gencylinders,akey AN EXPRESS RTI started volume
barrierto the adop- APPLICATION production  of
tionofhydrogen as —_— fuel cell modules

atransport fuel as

identified by stakeholders
However, with fiscal incentives
and arise indemand for hydro-
gen-powered vehicles, the cost of
producing hydrogen cylinders
may come down in future,
Domesticcompanies involved in
the manufacturing of CNG cylin-
dershavealsosettheireyesonthe
hydrogen market. Confidence
Petroleum India Limited, a lead-
ing company in the supply of gas
cylinders, announced plans to
manufacture and launch Type 4
eylinders for hydrogenstorage last
month. Others like Time
Technoplast Limited, INOX India
Limited, and Indoruss Synergy
Private Limited are among a grow-
ing club of cylinder makers who
have allocated capex to develop
technologies and produce Type 4
cylinders for green hydrogen.
Bharat Heavy Electricals Limited
{BHEL),a large central public sec-
tor undertaking ((PSU), is work-
ing on setting up a Centre of
Excellence in Karkhiyaon,
Varanasi for hydrogen storage
cylinders, cylinder testing facili-
ties, and electiolysers necessary
for hydrogen production, in col-
laboration with the Ministry of

L) B ek W
11 March 20824

In2023, wasalso
presentinthemeeting Boschhas
also developed its own hydrogen
combustion engines that can be
used to retrofit diesel buses and
trudks. Just last month, Reliance
Industries, a representative of
whom attended the ministry
meeting, announced plans to
retrofit 5,000 trucks with hydro-
gen combustion engines inthe
corming few months.

The meeting was held todis-
cuss pilot projects for the use of
green hydrogen in the transport
sector, scheme guidelines for
which were published on
February 14, Like battery electric
vehicles (BEVs), hydrogen-pow-
ered vehicles have zero tailpipe
emissions, making hydrogen a
suitable fuel for the dean energy
transition, provided it is produced
with renewableenerzy. Unlike EV
batteries, however, hydrogen ICE
or hydrogen fuel cells are compar-
atively lighter. This factor makes
hydrogen-powered vehicles an
attractive alternative to BEVS, es-
pedally for heavy duty trudks as
they have lesser weight and pro-
videhigher payload capaaty.

FULL REPORT ON

www.indianexpress.com
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MRPL gets ONGC's
first 98/2 block oil

irst oil from state-owned Oil and Natural
F (zas Corporation’s (ONGC) just-started KG

deepsea oilfield has gone to its subsidiary
Mangalore Refinery and Petrochemicals Ltd
(MRPL) for processing into fuels like petrol and
diesel, the two firms said.

ONGC inJanuary started oil production
fromits Krishna Godavari basin RG-DWN-
98/2 (KG-D5) block, lying in Andhra offshore.
The field is producing some 12,000-12,500
barrels of oil per day currently, usinga floating
production and storage offloading (FPSO). The
oil isstored on the FPSO, and once it reaches a
critical level, it is transferred to a ship, which
carries it toarefinery.

MRPL received the first cargo, loaded on a
ship Swarna Sindhu on 9 March. Crude oil was
loaded on the ship in the Bay of Bengal, and it
travelled around the southern tip of India to
reach Mangalore on the west coast.

The ONGC subsidiary was also the first to
receive oil produced from the firm’s Sudan
property in 2003. PTI
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ONGC first
oil from 98/2
block goes
to MRPL

PTI W NEW DELHI

irst oil from state-owned

Oil and Natural Gas
Corporation's (ONGC) just-
started KG deepsea oilfield
has gone to its subsidiary
Mangalore Refinery and
Petrochemicals Ltd (MRPL)
for processing into fuels like
petrol and diesel, the two
firms said.
ONGC in January started oil
production from its Krishna
Godavari basin KG-DWN-
98/2 (KG-D5) block, lying in
Andhra offshore.
The field is producing some
12,000-12,500 barrels of oil per
day currently, using a floating
production and storage
offloading (FPSQ). The oil is
stored on the FPSO, and once
it reaches a critical level, it is
transferred to a ship, which
carries it to a
refinery.
“The first crude oil cargo from
#ONGC Deepwater Krishna
Godavari basin has reached
ONGC subsidiary
@Ongc_Mrpl Mangalore
Refinery and Petrochemicals
Limited,” ONGC said in a
post on X.
MRPL received the first cargo,
loaded on a ship Swarna
Sindhu on March 9. Crude oil
was loaded on the ship in the
Bay of Bengal, and it travelled
around the southern tip of
India to reach
Mangalore on the
west coast.
The ONGC subsidiary was
also the first to receive oil pro-
duced from the firm's Sudan
property in 2003. It also
received its first oil from the
Russian far-east field of
Sakhalin-1 in 2006 and the
waxy crude Cairn's
Rajasthan block started pro-
ducing in 2009.
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ONGC PROCESSING
KG BASIN PRODUCE
AT SUBSIDIARY MRPL

New Delhi, March 10:
First oil from state-owned
0Oil and Natural Gas
Corporation’s (ONGC)
Just-started KG deepsea
oilfield has gone to its
subsidiary  Mangalore
Refinery and
Petrochemicals Ltd
(MRPL) for processing
into fuels like petrol and
diesel, the two firms said.

ONGC in January start-
ed oil production from its
Krishna Godavari basin
KG-DWN-98/2 (KG-D5)
block, lving in Andhra off-
shore, The field Is produc-
ing some 12,000-12,500 bar-
rels of oil per day cur-
rently, using a floating
production and storage
offloading (FPSO). The oil
is stored on the FPSO, and
onece It reaches a critical
level, it is transferred to a
ship, which carries it to a
refinery.

MRPL managing direc-
tor M Shvamprasad
Kamath said this crude
oil production results
from ONGC Group's com-
mitment and technical
capabilities to contribute
to the nation's energy self-
dependence. — PT1
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ONGC'S FIRST OIL

FROM 98/2 BLOCK
GOES TO MRPL

FIRST QIL FROM state-
owned Gil and Natural
Gas Corporation’s
[ONGC) just-started

KG deepsea oilfield has goneto
its subsidiary Mangalore
Refinery and Petrochemicals
Ltd (MRPL) for processing into
fuels like petrol and diesel, the
two firms said.
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Success Formula: Indian Oil
Set to Produce Fuel for F1

New Delhi: After delive-
ring back-to-back innova-
tions in fuel grades, Indian
0il Corporation (I0C) has
now set sight on the Grand
Prix and will in next three
months start producing fu-
el used in adrenaline-pum-
ping Formula One or F1,
motor racing.

The firm's refinery at Pa-
radip in Odisha will in
three months produce the
petrol used in Flcarracing,
its chairman Shrikant
Madhav Vaidya said.

I10C, the country's largest
oil firm controlling roughly
40 per cent of fuel market
share, will be the first Indian
company and only a handful
globally that will produce fu-
elused in Flracing.

Vaidya said the company

expects to get its Formula 1
fuel certified inaround three
months, after which it will
start competing with other
global majors like Shell to
supply itto the F1teams.

F1 fuel is essentially high-
octane petrol and the stan-
dards are heavily regulated
by global motor sport gover-
ning body Federation Inter-
nationale de 1'Au-
tomobile (FIA) on
various counts, in-
cluding permis-
sible additives and blending
agents.

[OC had in October last ye-
ar helped India join a select
league of nations when it be-
gan producing highly speci-
alised reference' petrol and
diesel that are used for tes-
tingautomobiles. - PTI
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VYolume growth concern blown out for Mahanagar Gas investors

Dipti Sharma
dipti.sharma@livemint.com

ahanagar Gas Ltd’'s
(MGL) shares plum-
meted 12% last weekon

volume growth concerns. The
citygasdistributor’sstock tooka
beating following minister of
petroleum and natural gas Hard-
eep Singh Puri’s comments. Puri
stated that the benefits of gas
sector reforms haven’t fully
reached consumers, despite
strong profits by city gasdistrib-
utors. The government may
consider drastic measures to
ensure that the consumer bene-
fits, notwithstanding opposition
fromthe industry, Puriadded.

Asection of analysts argued
thatit is premature to conclude
that the government will regu-
late either pricing or returns of
city gas distributors.

Instead, it probably reflects
the government’s commitment
to increase gas volumes, and
enhance penetration in Indiato
over 15% by 2030, up from the
current 6%.

MGL had projected volume
growthwithoutanticipatingany
significant impactonmarginsin
the near future. However, it's
understandable if investors are
concerned about potential mar-
gin erosion, considering MGL’s
relatively higher margins.

For perspective, in the

Waning

Ebitda of Mahanagar Gas is likely to moderate in FY25

Ebitda per standard cubic metre (in¥)

FYio  FY20 Pyl

2 FYs
Note: Ebitda is earnings before interest, tax, depreciation and amortization; E is estimate

mint

FY24E FY25E

Source: Company, Motilal Oswal Financial Services

December quarter (Q3FY24),
MGL’s Ebitda margin stood at
{13.3 per standard cubic meter
(scm). The company hasrecently

PRANAY BHARDWAJ/MINT

cut compressed natural gas
(CNG) prices by 3.5% to pass on
lower spot LNG prices. This
should normalize margin to

some extent. CNG volumes
formed nearly 72% of MGL's
overall sales volumein Q3.
Nuvama Institutional Equities
analystssaid: “After the price cut,
CNG’s competitiveness on pet-
rol/diesel risesto 50%/35% (from
4.8%,/33%), which should boost
volumes further.” MGLreduces
margins as volumes increase—
evident during Q2FY24,
wherein they reduced margins
by 9%, which enhanced volumes
by 8%, the brokerage added.
Assuch, anysignificantdown-
side in earnings for MGL looks
unlikely. Though, Motilal Oswal
Financial Services is already
building in an Ebitda margin of
2.5 persemforboth FY25and

FY26.

Despite the recent losses,
MGL's shares are up by about
10% so far in 2024 The stock
tradesat11times estimated FY25
earnings, indicating that there
may be some more steam left.
Potential expansion into geo-
graphical areas (GA) canactasa
long-term growth driver for
MGL.

“Penetration of 35-40% in GA
I and II and 15-20% in GA 111
implies tremendous scope for
growth over coming years,” said
Nuvama analysts. That said,
slowdown in CNG conversions
and aggressive electric vehicle
adoption are some risks to
MGL's growth.
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