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STRUGGLING TO MEET TARGETS...

Big Electoral Bond
Buyer Megha Engg
to Sell City Gas Biz

Possible valuation at21,000-2,000 crore ‘

Kalpana.Pathak@timesgroup.com

Mumbai: Hyderabad-based Megha
Engineering and Infrastructures (ME-
IL), which is the second-biggest buyer
of electoral bonds—at 2966 crore —and
is facing investigation, has put its city
gas distribution business on the block,
according to four industry executives
aware of the development.

Megha City Gas Distribution
(MCGDPL), a wholly-owned subsidiary,
has decided to consolidate operations
and reached out to state-run Indian Oil
Corp, Hindustan Petroleum Corp, Bha-
rat Petroleum Corp and Indra-
prastha Gas, among
other players.

“The com-
»  Danies
are eva-
luating
the

On
the Block

MEIL set It won I

up city gas [ GAs in B2 Eiﬂﬁd
distribution | districts of study-

under 10 cities in -

avy
*

Megha Gas | three auction

in 2015 rounds B
Target to set up ‘?:";_
12.4 million 4
PNG, 2,144 Bank
CNG connections  guarantees
by FY32 worth ¥72()
Will pay penalty  CI'0OI'¢ provided

if it misses target  to PNGRB

ing numbers. No decision has been ta-
ken vet,” said an executive in the know.
A senior industry executive whose com-
pany evaluated Megha City Gas’ assets
said it had not done much work on the
ground. He pegged valuation at %1,000-
2,000 crore.

MEIL didn’t respond to queries. Neit-
herdid IOCL, BPCL, HPCL and IGL.

MEIL is a $5-billion infrastructure
company with a footprint across hydro-
carbons, electric buses, defence, power,
transport and manufacturing. It ventu-
red into city gas distribution under the
brand name Megha Gas in 2015 and con-
tinued to operate as MEIL till FY22,

In September 2022, MEIL transferred
the business to MCGDPL, which hold 1i-
cencestosetupcity gasdistribution net-
works in 62 districts of 10 states,

“Buoyed by the prospects of CGD, ma-
ny companies had submitted aggressive
bids,"” said a senior executive at an ener-
gy company that evaluated the Megha
City Gas proposal. “MCGDPL was one
of them. Butnow theyarefindingitvery
capital-intensive to meet their mini-
mum work programme.”™
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Thus, (theyare)planningtosell the
business,” said the executive.

The Petroleum and Natural Gas
Regulatory Board (PNGRB) auc-
tions geographical areas (GAs) in
various rounds for companies to
transport ordistribute natural gas
to domestic, commercial, industri-
al and transport consumers thro-
ugh a network of pipelines.

According to the rules, city gas
distribution companies are requi-
redtocomplete the minimum work
programmeintheir GAs by theend
of adesignated period.

Megha City Gas had 98,920 domes-
tic piped natural gas (PNG) con-
nections and 146 compressed natu-
ral gas (CNG) stations, with a pipe-
line network of 9,514 km, by end of
December 2023.

It needs to implement a cumulati-
ve work programme of 12.4million
domestic PNG connections, 2,144
CNG stations and 54,926 inch-km
of pipelinesacross22 GAsby FY32.
A penalty will be applicable if the
company misses its targets.

In a February 2024 note, India Ra-
tings and Research (Ind-Ra) said any
penalties would impact Ebitda and re-
maina key monitorable for cashflows
and leverage at Megha City Gas.

It provided bank guarantees
worth Rs 750 crore to the PNGRB
upon winning the GAs. “In the se-
ven GAs won under the fifth and
ninth rounds, the company is fal-
lingbehind its minimum work pro-
gramme targets... However, so far,
no encashment of bank guarante-
es has happened for any of the GAs
won under the fifth and ninth ro-
unds,” Ind-Ra said.

According to the rating agency
MCGDPL intends to incur a cumula-

tive capex of Rs6,400 crore till FY30to
meet theminimum work programme
targets for the 11th city gas distribu-
tion round. “Of this, MEIL islikely to
infuse Rs 4,600 crore as equity/subor-
dinated loans in MCGDPL, with Rs
1,300crore beingfunded through debt,
and the balance Rs 900 crore being ge-
nerated through internal accruals of
MCGDPL," it said.

In the first nine months of FY24,
MCGDPL incurred a capex of Rs
5,500 crore with the support of its
parent MEIL, Ind-Raadded.

GRAFTALLEGATIONS

“We studied Megha Gas' proposal. If
we acquire it, we take on the penalties
as well,” said an executive of an oil
and gas company who did not wish to
be identified. “But in light of their re-
centrun-ins with the CBI, we have de-
cided not toevaluate it further.”

MEIL had emerged as the second-
biggest buyer of electoral bonds and
donated the highest amount of about
Rs 966 crore to political parties, accor-
ding to data released by the Election
Commission on March 21.

The Supreme Court struck down
electoral bonds as unconstitutional
in February,

Lastmonth, CBlalsoregistered a ca-
se of alleged corruption against ME-
IL, eight officials of NMDC and
NMDC Iron and Steel Plant (NISP),
and two officials of Mecon, in connec-
tion with a work contract worth over
Rs314.57 crore.

The executive director of an oil
and gas company said many com-
panies were unable to achieve tar-
getsdespite bold bids. “So, they are
putting their licences and geograp-
hicalareas on the block. Thisislea-
ding to consolidation in the city
gas sector. We are anticipating mo-
re such consolidation,” he said.
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