Russian
oil gush

India’s crude oil imports from
Russia reportedly hit a fresh
high of 1.6 million barrels per
day in February, higher than
our combined oil imports from
Iraqand Saudi Arabia, two of the
country’s other top suppliers.
This has taken Russia’s market
share in India’s total oil imports
to 35%. This figure was a paltry
under-2% before the shake-up
caused by Russia’s invasion of
Ukraine early last year. A price
cap imposed recently by the
West on Russian oil was need-
less interference, but it hasn’t
gottenin the way of shipments
sought by Indian oil refiners
and supplied by Moscow. Like
other US-led economic sanc-
tionsintended to punish Russia,
that restriction has had less
impact than Washington might
have expected. The Russian
economy shrankonlya bit more
than 2% in 2022, so Vladimir
Putin being pushed out of
power for putting his country’s
people in misery is more of a
Western fantasy than strategy.
The US-led West must also real-
ize that New Delhi has its own
interests to guard, and acquir-
ing discount oil is a sign of this
and not any geopolitical com-
fort with an anti-West bloc. As
with arms procurement, it’s
pragmatism that motivatessuch
Indian deal-making,.
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WTItraded below $79 a barrel after gaining more than 4% last

week. Oil has held a $10 range since the start of the year.s.oomeers

Oil slips on China
growth lag, Fed

il declined as China's
modest new growth
ambitions and the

prospect of tighter US mone-
tary policy posed headwinds
for global fuel consumption.
West Texas Intermediate
(WTI) traded below $79a bar-
relafter gaining more than4%
last week. China's premier Li
Kegiang announced a goal for
gross domestic product of
around 5% at the annual
National People’s Congresson
Sunday, lower than econo-
mists had expected. The
nation, the world’s largest oil
importer, ended its restrictive
Covid Zero policy late last year.
“The GDP forecasts from
China were aratherlowtarget

and may bea potential reason
for oil's weakness today,” said
GiovanniStaunovo, an analyst
at UBS Group AG in Zurich.
“Butwe expect Chinawill come
inabitabove target. If Chinese
imports rise and Russian pro-
duction falls, prices should
move higher from here.”

Oil has held within a tight
$10 range since the start of the
year, whipsawed by optimism
over China's recovery and
expectations of further inter-
est rate hikes from the US Fed-
eral Reserve. Saudi Arabia has
signalled confidence in the
near-term outlook, raising
most of its prices for crude
shipments to Asia and Europe
for April.

Investors will be watching
speeches from Fed chair Jer-
ome Powell and jobs data this
week for clues on the path for
monetary tightening.

“Crude remains ina tug-of-
war between optimism over
Chinese reopening and nerv-
ousness over a hawkish Fed
hurting the US economy,” said
Vandana Hari, founder of oil
market analysis provider

‘anda Insights,

Traders have started factor-
ing in rate hikes, but are hop-
ing for smaller increases than
last year.

Reuters contributed to this
story.
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Mahanagar Gas looks to spread wings with Unison Enviro deal

bavadﬁari ni.ks@_i'ivemint,com

ahanagar Gas Ltd’s
(MGL) shares closed
nearly 9% up on Mon-

day on the NSE, also hitting a
new 52-week high during trad-
ing hours. Investors are visibly
excited about the city gas distri-
bution (CGD) company acquir-
ing100%stake in Unison Enviro
Pvt. Ltd (UEPL). The deal will
help MGL expand to territories
outside Mumbai, a dominant
area of operations. This aids
MGL’s long-term volume
growth outlook.

“MGL's volume growth has
been weaker (versus Indra-

prastha Gas/Gujarat Gas) and
UEPL acquisition provides MGL
an opportunity to expand its
operations beyond Mumbai and
should helpaddress growth con-
cerns,” said analysts at Kotak
Institutional Equities. According
tothem, the acquisition price of
3531 crore may appear steep at
5.9xFY22 EV/sales."Butwe note
CGDs are typically long-gesta-
tion projects, and sales/profita-
bility typically improves with
scale,” they said.

UEPL is engaged in the sup-
ply of natural gas to domestic,
commercial, and industrial sec-
tors. The deal is MGL s first inor-
ganic acquisition in the CGD
sector. The company said the

Modest performance

In the past few quarters, sales volume growth at Mahanagar Gas has

remained muted.

Sales volume (in mmscmd)

Q3FY2I

Note: mmsemd is million metric
standard cubic meters per day

purchase willenableit to expand
to newer markets in Maharash-
tra(Ratnagiri, Latur and Osman-
abad) and Karnataka (Chitra-

Q3FYZ3
Source: Company data,
ICICI Securities research

SATISH KUMAR/MINT
durgaand Davanagere).
“While these areas do seem

primarily rural, we believe the
large populations and some
o

industrial/commercial potential
ineachofthesedistricts can sup-
port reasonable volumes of
0.2-0.25mmscmd in 3-4 years.
This implies aggregate about
Immsemd additional volumesby
FY28E for MGL,” said ICICI
Securities analysts.

In the December quarter,
MGL’s sales volume stood at
3.4mmsemd. The company's
volume growth has been muted
in the past few quarters due to
high gas prices. To be sure, it
could be along wait before the
gains oftheacquisition reflect in
volumes, This is because MGL
would have to invest in infra-
structure and ramp up execu-
tion. Note that while UEPL has

clocked strong revenue growth
over FY20-FY22, it reported a
loss of 324.9 crorein FY22,

Hence, until volume growth
uptick is visible, scope for mean-
ingful upsides in MGL stock
appear capped. Nitin Thwari, exec-
utive vice president, Yes Securi-
ties, said, “Asofnow,MGListrad-
ing at discount to peers Indra-
prastha Gas and Gujarat Gas. A
visibility on sustained volume
growthisessential forrerating and
this acquisition can perhaps help
narrow the discount.” MGL's
shares tradeat 9.5 timesestimated
earningsfor Y24, as per Bloom-
bergdata. Indraprastha and Guj-
arat Gasshares tradeat17.4- times
and 25.7 times, respectively.
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BS-VI norms, chip crunch
may hit PV sales in March

Alisha Sachdev

alisha.sachdev@ livemint.com

NEW DELHI: Festive demand in
March may not help boost car
sales much as dealers grapple
with patchy supplies of vehicles
compliant with the new BS-VI
phase-II norms, continuing chip
crunch and the Holi festival fall-
ing in the middle of a working
week.

Navratri in March-April is tra-
ditionally the second busiest
period for automotive sales after
the main festive season of Octo-
ber-November. However, this
time, passenger vehicle sales are
likely to grow at a more tepid
pace, dealers said.

“Production of PVs was regu-
larly in the ballpark of 320,000-
340,000 units per month. Butin
January and February, produc-
tion had dropped to 325,000
units in January and only about
300,000 in February. So, while
production has gone up, year-
on-year, we can see that the
numbers have dropped sequen-
tially as OEMs are approaching
production cautiously in the
wake of the new regulatory
norms. This is affecting product
availability,” said Vinkesh
Gulati, director of United Group.

While supply chain challen-
ges have compounded due to the
scarcity of electronic parts,
demand for newly-launched
vehicles and SUVs continues to
grow at a moderate pace, even as
pressure on the entry-level car
segments remain.

ALV

Carmakers are offering dis-
counts on entry-level models
and popular models such as
Kia’'s Seltos SUV to exhaust
stocks before the new-genera-
tion facelift is launched.

“Dealers are under pressure
to liquidate all BS-VI phase-one
stocks within this month, so we
do expect sales to rise by 15-20%
in March compared with Febru-
aryand in the area of10-12% on a
year-on-year basis. Because of
the Navratra week starting in
March, we will be able to sell in
good volumes without having to
discount too much,” Gulati said.

“March has multiple festivals
such as Holi, Ugadi, Gudi Padwa
and Navratri. This will help push
auto sales. Apart from this, bet-
ter availability of vehicles, the
change in on-board diagnostic
norms from April, which will
increase vehicle prices, the
industry may see schemes being
rolled out by the OEMs, thus aid-
ing higher sales,” the Federation

Sales of two-wheelers advanced 15%, while those of three-wheelers
jumped 81% and passenger vehicles 11%, as per FADA.

m)

o e Pl
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of Automobile Dealers’ Associa-
tion (Fada) said in a statement.

Vehicle registration data
released by Fada showed that
total retail sales of vehicles grew
by 16% in February.

Sales of two-wheelers, three-
wheelers, passenger vehicles,
tractors and commercial vehicle
sales rose by 15%, 81%, 11%, 14%
and 17%, respectively.

Meanwhile, two-wheeler
demand, which has been
severely hit, is in a recovery
phase.

“Demand in two-wheelers is
recovering; it is not growing—we
are still to capture the [5 million]
or so units deficit we have from
our peak pre-Covid-19 levels
before the sector can start grow-
ing,” Gulati told Mint.

Auto dealers are taking a cau-
tious view of demand despite
long waiting periods for passen-
ger vehicles as macroeconomic
indicators suggest a slowdown
in rural spending.
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Alter Exxon & Chevron, Total signs up for ONGC acreage

NEW DELHI: After superma-
jors ExxonMobil and Chevron,
French multinational TotalEn-
ergies has signed a preliminary
pact to look at opportunities
to explore oil and gas in state-
owned ONGC's Mahanadi and
Andaman acreage.

il and Natural Gas Corpo-
ration (ONGC) signed a mem-
orandum of understanding
(MoU) with TotalEnergies "to
establish a holistic framework
between the two for exchange of
each other's technical strengths
in deepwater offshore, especially

Mahanadi and Andaman,” the
state-owned firm said ina tweet.

With production declining
from ageing and mature fields
and no major oil and gas dis-
covery being made in recent
times, ONGC is tapping tech-
nologically superior overseas
firms. It hopes to use its exper-
tise to open difficult reservoirs
and boost output.

In August last year, ONGC
had inked an agreement with
US giant ExxonMobil to jointly
work on deep-water explora-
tion plans off the country's east

and west coasts. A month later
it signed an MoU with Chev-
ron New Ventures PTE Ltd, a
subsidiary of California-based
energy major Chevron Cor-
poration, to assess exploration
potential in India.

The initial pacts have so far
not translated into a commer-
cial partnership for any block.

The collaboration with
TotalEnergies "shall lead to
deployment of best practices
and technology in offshore, to
reduce greenhouse emissions
for sustainable development,"

ONGC said in another tweet.

This strategic technol-
ogy-driven collaboration will
develop future cooperation for
potential business in Deepwa-
ters of the Bay of Bengal on
mutually aligned purposes, it
said.

"We will jointly evaluate
exploration and development
opportunities to create syner-
gies with local economies,” said
ONGC Director (Exploration)
Sushma Rawat.

With ExxonMobil, ONGC
in August 2022 signed a Heads

of Agreement (HoA) for deep-
water exploration in the country.

"The collaboration areas
focus on the Krishna Goda-
vari and Cauvery basins in the
eastern offshore and the Kutch-
Mumbai region in the western
offshore,” the company had said
then. ONGC has a licence to
explore and produce oil and gas
from multiple offshore areas and
has significant plans for carrying
out deep-water exploration, pri-
marily focused on the gas-rich
Krishna Godavari, Mahanadi
and Andaman basins.  AGENCIES
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France's
Total signs
up for ONGC
acreage

PRESS TRUSTOF INDIA
New Delhi, March 6

AFTER SUPERMAJORS ExxonMo-
bil and Chevron, French multina-
tional TotalEnergies has signed a
preliminary pact tolook at oppor-
tunities to explore oil and gas in
state-owned ONGC's Mahanadi
andAndaman acreage.

Oil and Natural Gas Corporation
(ONGC)signed amemorandum of
understanding (MoU)with TotalEn-
ergies“to establish aholistic frame-
work between the two for exchange
ofeach other'stechnical strengths in
deepwater offshore, especially
Mahanadiand Andaman,"thestate-
owned firm said ina tweet.

With production declining from
ageing and mature fields and no
major oil and gas discovery being
made in recent times, ONGC is tap-
ping technologically superior over-
seas firms. It hopes to use its exper-
tise to open difficult reservoirs and
boost output.

In August last year, ONGC had
inked an agreement with US giant
ExxonMobiltojointlywork on deep-
waterexploration plans offthe coun-
try's east andwest coasts.

Amonth laterit signed an MoU
with Chevron NewVentures PTE, a
subsidiary of California-based energy
majorChevronCorporation, toassess
exploration potential in India.

The initial pacts have so far not
translated into a commercial part-
nership forany block.

The collaboration with TotalEn-
ergies “shalllead to deployment of
best practices and technologyin off-
shore, to reduce greenhouse emis-
sions for sustainable development,”
ONGC said inanother tweet.

This strategic technology-dri-
ven collaboration will develop
future cooperation for potential
business in Deepwaters of the Bay
of Bengal onmutually aligned pur-
poses, it said.
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ONGC, TotalEnergies sign MoU

PRESS TRUST OF INDIA
New Delhi, 6 March

After supermajors
ExxonMobil and Chevron,
French multinational

TotalEnergies has signed a
preliminary pact to look at
opportunities to explore oil
and gas in state-owned
ONGC’s Mahanadi and
Andaman acreage.

Oil and Natural Gas
Corporation (ONGC) signed a

memorandum of understand-
ing (MoU) with TotalEnergies
“to establish a holistic frame-
work between the two for
exchange of each other’s tech-
nical strengths in deepwater
offshore, especially Mahanadi
and Andaman,” the state-
owned firm said in a tweet.
With production declining
from ageing and mature fields
and no major oil and gas dis-
covery being made in recent
times, ONGC is tapping tech-

nologically superior overseas
firms. It hopes to use its
expertise to open difficult res-
ervoirs and boost output.

In August last year, ONGC
had inked an agreement with
US giant ExxonMobil to
jointly work on deep-water
exploration plans off the
country’s east and west
coasts.

A month later it signed an
MoU with Chevron New
Ventures PTE.
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THE COMPASS

Unison Enviro acquisition, decline in prices light up Mahanagar Gas' growth prospects

Most analysts have ‘buy’ and ‘add’ ratings
forthe stock, see 5% t010% uptick

DEVANGSHU DATTA

Mahanagar Gas (MGL) has
acquired Unison Enviro (UEPL), an
entity previously owned by Ashoka
Buildcon and North Haven, which
is an affiliate of Morgan Stanley
India Infra Fund. MGL will take
100 per cent stake in UEPL for a
consideration of %531 crore.

MGL is a leading natural gas
distribution company, supplying
compressed natural gas (CNG) to
vehicles and piped natural gas
(PNG) to domestic, commercial,
and industrial consumers in
Mumbai, Navi Mumbai, Thane
and adjoining areas, and Raigad
district - all in Maharashtra.

UEPL has the licefice to
develop and operate city gas dis-
tribution business in Ratnagiri
and Latur and Osmanabad geo-
graphical areas in Maharashtra
and also Chitradurga and
Davanagere in  Karnataka.
Investors have seen this as a posi-
tive development with the stock
price of MGL immediately being
pushed up by almost 9 per cent.

The transaction is likely to be
completed after September 2023
(approximately 5 years after the
award of license). Given UEPL’s
gross debt of 11,300 crore, this
implies an Enterprise Value (EV)
0f%640 crore and therefore, a high
price/sales multiple of 8.3x and an

Base=100

Mahanagar Gas
v

A
Sensex

Mar 2,'22 Mar6,'23

Compiled by BS Research Bureau

astronomical EV/Ebitda (earnings
before interest, tax, depreciation
and amortisation) ratio of 3,120x.

UEPL’s coverage includes 37,362
sq km, with a population of roughly
10 million and about 2 million

households in aggregate. Analysts
believe that UEPL currently has vol-
umes of 0.1 mmscmd or even less.
Analysts covering the deal say that
volumes can ramp up to around 1
mmscmd by the 2027-28 financial

year (FY28), given investments in
the range between ¥700 and ¥800-
crore. At that consumption level,
Ebitda (assumed industry mid-
range of ¥6/scm) for UEPL would
be over 3200 crore, which would
more than justify the cost. Under
those assumptions, MGL is adding
an NPV (net present value) of 350
per share through the buyout.
MGL's own quarter three (Q3FY23)
run-rate was 34 mmscmd.
Ratnagiri is also contiguous to
Raigad which MGL has rights to,
and this could lead to potential
synergy benefits. The acquisition
could also address concerns
about lower volume growth for
MGL and it gives the company an
opportunity to expand beyond
the Mumbai Metropolitan area.
MGL’s Q3FY23 Ebitda of 3260
crore and Adjusted PAT (profit after

tax) of 170 crore, was slightly above
the Street estimates, due to higher
realisations, lower employee costs,
and higher Other Income. MGL was
affected by lower CNG volume
growth due to higher gas prices. But
the gross margin improved despite
an increase in APM gas prices,
which the company successfully
passed on.

There were hopes that the Kirit
Parikh Committee would reduce
APM gas prices but this did not
happen. MGL hiked prices in
October and November, from I80
per kg to ¥89.5 in two stages.

Given falling crude and spot
LNG prices, this should have led
to improved spreads in Q4FY23.
Hopes remain that APM price
revisions in March would be
downwards, given global trends.
Cabinet approval for a price cut,

as recommended by the
Committee, would be expected.

The Ebitda spread in Q3, at
%8.16/scm was up 140 per cent
year-on-year and up 2.7 per cent
quarter-on-quarter, which was
more than the increase in gas
input costs. Ebitda spreads could
improve further to ¥9.5/scm in
FY24. There are risks, of course,
such as slower volume growth,
margin compression, adverse
regulatory changes, higher LNG
prices, slower infrastructure roll-
out and competition from electric
vehicles. Also, this acquisition has
a long gestation period.

Most analysts are calculating
target prices between 1,050 and
31,100, which offers an upside
from the current levels of ¥987.
There’s consensus on “buy” or
“add” ratings.
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SECOND CONSECUTIVE HIKE FOR ASIA

Saudi Arabia Jacks
Up April Oil Prices

for Asia & Europe

Aramco shows it’s
bullish about oil;
prices unchanged
for US customers

Bloomberg

Saudi Arabia signalled it se-
es oil demand picking up in
Asia and Europe by raising
most prices for crude ship-
ments to the regions.

While oil futures have wea-
kened slightly this year, ma-
ny energy traders and ex-
ecutives see them climbing
— perhaps to $100 a barrel —
as China's economy reco-
vers after the lifting of coro-
navirus lockdowns and in-
flation in other major econo-
mies decelerates.

State-controlled Saudi
Arameco increased most offi-
cial selling prices for Asia in
April. The company’'s main
Arab Light grade waslifted to
$2.50 a barrel above the regio-
nalbenchmark, 50 cents more
than the level for March.

That was in line with a Blo-
omberg survey of refiners
and traders, which forecast a

rise of 55cents. It’s the second
month running for which
Aramco has increased prices
for Asia, its biggest market.

Prices for US customers we-
re left unchanged. Those for
North-West Europe and the
Mediterranean jumped by as
much as $1.30 a barrel.

Brent crude has dipped 1%
this year to just above $85 a
barrel. It's fallen from around
$115 since mid-2022, with a slo-
wing global economy and hig-
her interest rates countering
supply disruptions triggered
by Russia's war on Ukraine.
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INBRIEF

ONGC, TotalEnergies ink MoU

to explore deep-water blocks

ONGC has signed a memorandum of
understanding with French major TotalEnergies
for exploration of deep-water blocks, the
company tweeted on Monday. The MoU seeks to
provide technical help for ONGC'’s push to
explore and reduce green house emissions in
development of deep-water blocks especially in
Mahanadi and Andamans, off east coast. reurers
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Over 6% of desi industries
don’t follow green norms

WHAT THE UPGRADE MEANS

No. of operational ~
industries
4,40989*
No. of industries
non-complying
with environmental
standards

28,166

Show cause
notice | 18941

Non-compliance of green norms by industries risks air, water and soil

No. of industries complying
with environmental standards

412,823

Action taken against
non-complying industries

Legal cases
S, filed | 158
: Closure

direction |
2,616

Action under
process |
6,451

*Total no. doesn’t include industries of West Bengal,
Delhi and Lakshadweep as exact data from these
state/UTs was not available during compilation

State-wise no. of non-

complying industries op 10)

No. of non-complying industries
Punjab

Gujarat m
Rajasthan [N 3,796
Maharashtra - 3043
sharkhand S 1,760
Karnataka S0 1,706
Assam . 1,269
Uttar Pradesh (1883 ~ ~

Chhattisgarh [l 805 :%
is

Kerala [} 679

Vishwa.Mohan
@timesgroup.com

New Delhi: Over 6% of In-
dia’s operational industries
(4,40,989) currently don’t com-
ply with one or the other envi-
ronmental standards, risking
air, water and soils due to
emissions and discharge of ef-
fluents carrying various pol-
lutants, shows a compilation
on non-compliant industries
and actions taken against
them over the years by state
pollution control boards.

As per the compilation,
shared by the environment
ministry in Parliament, Pun-
jab has the highest number
(6,293) of such polluting in-
dustries followed by Gujarat
(4,605), Rajasthan (3,796),
Maharashtra (3,043) and
Jharkhand (1,760). The Cen-
tral Pollution Control Board,
which has power to impose en-

Tlmes V|ew: The percentage of polluting industries seems
low, but the actual numbers are worrying. Watchdogs need tobe
more stringent and proactive intheir endeavours. Errant units must
also beregularly monitored. Repeat offenders should not only be
fined but warned of suspension. The environment's failing healthis
the elephantin the room. We cannotignore itanymore.

vironmental compensation
(EC)onsuchindustries that vi-
olate various green norms un-
der different laws, had im-
posed over Rs 13.4 crore of EC
on 34 polluting chemical/fer-
tilisers and cement industries
and collected over Rs12.3 crore
from them during 2018-22. The
EC is imposed against pollu-
ters for contaminating/ da-
maging the environment.

The highest amount (over
Rs 1.9 crore) of EC was im-
posed on Madras Fertilisers
Ltd., Madhavaram Taluk, Ti-
ruvallur district of Tamil Na-
du in January, 2019 followed by
Rs1core on Assam Petrochem-

icals Limited, Namrup, Dibru-
garh, Assam in February the
same year. While the Tamil Na-
du company paid the EC, a clo-
sure direction was issued
against Assam Petrochemi-
cals in November, 2020 for not
depositing the compensation.
The list of other companies
that paid EC for violations in-
clude Indian Oil Corporation (
Ltd. (Gujarat refinery) of Va-
dodara, Gujarat; Oil & Natural
Gas Corporation Ltd., (Tatipa-
ka Mini refinery), Nagaram,
East Godavari, Andhra Pra-
desh; and Hindustan Petro-
leum Corporation Ltd., Chem-
bur, Mumbai.



