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Lockdown impacted gas volumes, but lower sourcing cost improved gross margins

Key result highlights

Lockdown impacted gas volume and revenue performance

Mahanagar Gas Ltd (MGL) reported QoQ and YoY revenue decline of 61.9% and 65.4%, respectively, to Rs.262 cr in
Q1FY21. MGL’s overall gas volume declined at a QoQ and YoY rate of 60.0% and 62.5%, respectively, to 101.3 mmscm
during the quarter. CNG volumes declined at a QoQ and YoY rate of 75.7% and 77.8%, respectively, to 43.7 mmscm,
while PNG Industrial/Commercial (PNG-I/C) volumes declined at a QoQ and YoY rate of 47.0% and 49.3%, respectively, to
18.6 mmscm in Q1FY21. PNG Domestic (PNG-Dom) volumes grew at a QoQ and YoY rate of 2.2% and 7.1% respectively
to 39.0 mmscm during the quarter. PNG Dom is a household gas consumption segment which is used for cooking and
has therefore sustained its volume growth, even during the lockdown.

A decline in natural gas prices aided gross margin, but overhead expenses impacted EBITDA

Gross Profit declined at a QoQ and YoY rate of 58.0% and 60.2%, respectively, to Rs.163 cr and gross profit/scm grew at a
QoQ and YoY rate of 5.0% and 6.1% to Rs.16.1/scm, respectively, in Q1FY21. The sourcing cost of gas for the company
declined at a QoQ and YoY rate of 17.2% and 24.3%, respectively, to Rs.9.8/scm during the quarter. A significant decline
in global natural gas (NG) prices (from $2.8/mmbtu to $1.7/mmbtu) and domestic NG prices (from $3.36/mmbtu to
$3.23/mmbtu) during the past 12 months reduced the sourcing cost and resulted in gross margin expansion. Domestic
NG prices have been further reduced to $2.39/mmbtu for the period of Apr 2020 to Sept 2020, which is expected to
offset the volume decline due to the lockdown, in H1FY21. MGL does not have any long term take or pay contract and
operates predominantly on the spot market.

EBITDA declined at a QoQ and YoY rate of 67.2% and 71.1%, respectively, to Rs.80 cr and the EBITDA/scm declined at a
QoQ and YoY rate of 17.9% and 23.0% to Rs.7.9/scm, respectively, in Q1FY21. Employee cost grew at a YoY rate of 0.9%
to Rs.25 cr, while other expenses declined at a YoY rate of 46.0% to Rs.58 cr during the quarter. Increase in employee
cost and lower than expected decline in other expenses, impacted EBITDA performance.
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Other income grew at 20.6% YoY to Rs.25 cr on account of higher treasury income. Also, MGL opted for the new tax regime of lower corporate tax, which
significantly reduced the tax rate by 869bps YoY to 25.5% in Q1FY21. However, increase in depreciation (YoY growth of 13.6% to Rs.42 cr) on account of Ind AS
116 offset the benefits of growth in other income and decline in tax expenses. As a result, net profit reported a YoY decline of 73.4% to Rs.45 cr in Q1FY21.

Concall Highlights

• Daily sales volumes recorded during the lockdown has been in the range of 35-40% of volumes recorded in the pre-lockdown period. In Jul/Aug 2020, MGL
sold 55%/65%, respectively, of the total volumes recorded in the pre-lockdown period. MGL has a network of 256 CNG stations and is supplying PNG to 1.3
million households and 4021 industrial/commercial units.

• With 73% of total gas volumes coming from CNG (in the normal scenario), the management is expecting that the start of vehicular movement post the
lockdown could significantly improve CNG volumes. Currently, 7,50,000 CNG vehicles are running on MGL Gas, out of which 3,60,000 are autorickshaws,
3,20,000 are PVs, 66,000 are taxis and 3,000 are buses. PNG Dom is expected to sustain single-digit growth due to household use of gas in the kitchen, which
has also increased during the lockdown period because people are avoiding outside food. Industrial and commercial volumes are expected to pick up
gradually. BEST placed an order for 500 new CNG buses, out of which 300 have been inducted and the rest will come in Aug-Sep 2020. BEST is planning to
add, another 800-1000 buses in near future.

• Management mentioned that Diesel is becoming more and more expensive, people are migrating towards CNG. OEMs are also increasing CNG vehicle models
in their product portfolio. CNG penetration in MGL geographies is only 40-45%, providing significant room for expansion

• The company has requested PNGRB to extend the timeline for achieving the minimum work progress (MWP) for Raigadh GA from Sept 2021 to Mar 2022 due
to outbreak of COVID-19.

• NGT identified a few of the most polluted geographies in MGL GAs, and is expected to order strict usage of gas by industrial units in those areas post the
lockdown. This move could significantly improve industrial gas volumes for MGL, which currently constitutes 13-14% of the total volume.

• The company made the total capex of Rs.415 cr in FY20, out of which Rs.40-50 cr was maintenance capex. FY21 capex would be in the range of Rs.550-600 cr,
out of which Rs.120 cr would be on Raigadh district

Valuation

MGL is currently trading at a FY21 forwarded EV/EBITDA of 8.4x.



Financial Summary

EBITDA margins at 
30.6% (QoQ -599bps 
and YoY -496bps) was 
lower due to a higher 
proportion of fixed cost 
in total expenses

The company spent 
Rs.415 cr in FY20, out of 
which Rs.40-50 cr was 
maintenance capex. 
Management has 
guided for a capex of 
Rs.550-600 cr in FY21

As the company adjusts 
to the revised tax 
structure, the 
management has 
guided a 25.2% tax rate.

Figures are in Rs Cr Q1FY21 Q1FY20 YoY (%) Q4FY20 QoQ (%) FY19 FY20 YoY (%)

Net Sales 262 757 -65.4 687 -61.9 2,791 2,972 6.5

Raw Material Cost 99 348 -71.6 299 -66.9 1,399 1,380 -1.4 

RM Cost to Sales (%) 37.8 46.0 43.5 50.1 46.4 -7.4 

Employee Cost 25 24 0.9 18 37.4 71 81 13.8

Employee Cost to Sales (%) 9.4 3.2 2.6 2.5 2.7

Other Expenses 58 108 -46.0 126 -53.8 436 459 5.4

Other Exp to Sales (%) 22.3 14.3 18.4 15.6 15.4

EBITDA 80 277 -71.1 244 -67.2 885 1,053 18.9

EBITDA Margin (%) 30.6 36.5 -5.99 35.5 -4.96 31.7 35.4

Depreciation 42 37 13.6 44 -3.9 126 162 28.4

Interest 2 1 11.7 2 -26.4 0 7 1,940.6

TTM Interest Coverage 24.7 174.9 96.1 2,373.5 136.5

Other Income (incl Excep) 25 20 20.6 27 -9.1 78 99 27.3

Other Income to Sales (%) 9.4 2.7 3.9 2.8 3.3

Profit Before Tax 61 259 -76.5 225 -73.0 837 984 17.5

Tax Rate (%) 25.5 34.2 -8.69 25.9 34.7 19.3

Profit After Tax 45 170 -73.4 167 -72.8 546 794 45.2

PAT Margin (%) 17.3 22.5 -5.19 24.3 -7.0 19.6 26.7

Share of Assoc / Minority Int 0 0 0 0 0

Net Profit 45 170 -73.4 167 -72.8 546 794 45.2

Net Margin (%) 17.3 22.5 -5.19 24.3 19.6 26.7

Adjusted EPS 4.6 17.2 -73.4 16.9 -72.8 55.3 80.3 45.2

Shareholder's Funds 2,399 2,953 23.1

BV per share 0.0 0.0 242.9 298.9 23.1

Net Debt -953 -1,351 41.8

Net Debt to Equity -0.4 -0.5 

Net Debt to EBITDA -1.1 -1.3 

RoE 22.8 26.9

RoIC 34.3 44.9

P/E 17.7 12.2

EV/EBITDA 9.8 7.9



Segmental Performance

Segmental Performance Q1FY19 Q2FY19 Q3FY19 Q4FY19 Q1FY20 Q2FY20 Q3FY20 Q4FY20 Q1FY21 FY16 FY17 FY18 FY19 FY20

CNG Volumes (mmscm) 193 200 200 198 197 203 205 180 44 660 693 724 791 784

CNG Volumes (mmscmd) 2.12 2.18 2.17 2.20 2.16 2.20 2.22 2.00 0.48 1.81 1.90 1.98 2.17 2.15

YoY Growth 12.6% 9.2% 8.3% 6.9% 2.0% 1.0% 2.4% -8.8% -77.8% 5.0% 4.5% 9.2% -0.8%

Share of CNG in total volume 73.9% 73.6% 73.3% 73.0% 72.9% 73.4% 72.9% 71.1% 43.1% 74.2% 73.9% 73.5% 73.5% 72.6%

CNG Revenue (Rs Cr) 416 467 504 496 518 548 523 464 111 1,467 1,434 1,537 1,883 2,051

CNG per unit realization (Rs/scm) 21.6 23.3 25.2 25.1 26.3 27.0 25.5 25.7 25.3 22.2 20.7 21.2 23.8 26.2

PNG Domestic Volumes (mmscm) 33 34 36 35 36 35 38 38 39 101 111 123 138 148

PNG Domestic Volumes (mmscmd) 0.37 0.36 0.39 0.39 0.40 0.38 0.41 0.42 0.43 0.28 0.30 0.34 0.38 0.40

YoY Growth 13.1% 11.8% 13.3% 11.0% 9.4% 4.5% 6.6% 8.4% 7.1% 9.4% 10.7% 12.3% 7.2%

Share of PNG Domestic in total volume 12.7% 12.3% 13.0% 13.0% 13.5% 12.7% 13.5% 15.1% 38.5% 11.4% 11.8% 12.4% 12.8% 13.7%

PNG Ind/Com Volumes (mmscm) 35 38 37 38 37 38 38 35 19 128 134 139 148 148

PNG Ind/Com Volumes (mmscmd) 0.39 0.42 0.40 0.42 0.40 0.42 0.42 0.39 0.20 0.35 0.37 0.38 0.41 0.41

YoY Growth 7.4% 8.9% 2.5% 7.3% 4.7% 0.2% 3.0% -7.0% -49.3% 4.2% 4.1% 6.5% 0.1%

Share of PNG Ind/Com in total volume 13.4% 14.1% 13.6% 13.9% 13.6% 13.9% 13.6% 13.8% 18.4% 14.4% 14.3% 14.1% 13.8% 13.7%

Total PNG Volume (mmscm) 68 72 73 73 73 73 76 73 58 230 244 262 286 296

Total PNG Volume (mmscmd) 0.75 0.78 0.79 0.81 0.80 0.80 0.83 0.81 0.64 0.63 0.67 0.72 0.78 0.81

PNG Revenue (Rs Cr) 198 224 242 219 233 229 216 217 149 598 584 676 883 894

PNG per unit realization (Rs/scm) 28.9 31.2 33.3 30.0 31.8 31.2 28.4 29.6 25.8 26.0 23.9 25.8 30.9 30.2

Total Gas Volume (mmscm) 261 272 273 270 270 276 281 253 101 890 938 986 1,077 1,080

Total Gas Volume (mmscmd) 2.87 2.96 2.96 3.01 2.97 3.00 3.05 2.82 1.13 2.44 2.57 2.70 2.95 2.96

YoY Growth 11.9% 9.5% 8.1% 7.4% 3.3% 1.3% 3.0% -6.3% -62.1% 5.4% 5.1% 9.2% 0.3%

Net Revenue (Rs Cr) 619 697 753 723 757 784 745 687 262 2,078 2,034 2,233 2,791 2,972

Blended avg per unit realization (Rs/scm) 23.7 25.6 27.6 26.7 28.0 28.4 26.5 27.1 25.8 23.4 21.7 22.6 25.9 27.5

Gross Profit (Rs Cr) 326 340 369 356 409 405 390 388 163 849 1,016 1,204 1,392 1,593

Gross Profit (Rs/scm) 12.5 12.5 13.5 13.2 15.2 14.7 13.9 15.3 16.1 9.5 10.8 12.2 12.9 14.7

EBITDA (Rs Cr) 211 221 239 214 277 273 259 244 80 509 644 780 885 1,053

EBITDA (Rs/scm) 8.1 8.1 8.8 7.9 10.3 9.9 9.2 9.6 7.9 5.7 6.9 7.9 8.2 9.7



1 year forwarded valuation band chart
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1 year forwarded EV/EBITDA band chart

EV per sh 5.09x 7.69x 10.29x 12.89x 15.49x
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