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CGD firms may hike CNG prices
by ¥2/kg after cut in allocation

ARUNIMA BHARADWAJ
New Delhi, April 17

THE RECENT REDUCTION of 18-
20% in the allocation of adminis-
tered price mechanism (APM) gas to
city gas distribution (CGD) entities
have clouded their profitability out-
look. To compensate for this, CGD
firms will need to increase the
prices of compressed natural gas
([CNG) by ¥1.5-2 perkg,analystssay.

The earnings of CGD companies
have sharply declined in the last few
quarters. “With further allocation
cuts, the outlook is weaker” Kotak
Institutional Equities said.

The government has cut the
allocation of APM gas to CGD com-
panies by up to 20% replacing it
with equal or morevolumes of new
well gas (NWG), which is costlier.

"On our estimate, to pass on the
entirecost,CGDswillneed CNG price
hikes of ¥1.5-2 /kg. With reduced
arbitrage versus petrol/diesel, the
likely impact on demand and politi-
cal sensitivity, price increases have
been difficult,’ Kotak said.

CGD companies including
Indraprastha Gas, Mahanagar Gas,
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and Adani Total Gas get domestic
gas allocation for meeting the
requirementof PNGand CNG sales
volumes at the pricing fixed by the
government, which is currently at
$6.75/MMbtu. Analysts say that
CNG price increases have been dif-
ficult politically and due to the
likely impact on demand. With this
cut, the APM allocation torthe CNG
segmentisreduced to 37%.

“This is a similarallocation after
two cutsin Q3FY 25, As cuts were
sudden and sharp, and price

FINANCIAL EXPRESS ri: 18 April 2025

READ TO LEAD

https://epaper.financialexpress.com/c/77198829

increases were difficult, there was
partial relief in January and alloca-
tion for CNG was increased to
~51%.Thelatest cut nearlyreverses
theentirerelief," the brokeragesaid.

The entire reduction in alloca-
tion has been made from the CGD
sectorwhile other consuming sec-
tors such as fertiliser, power and
LPGfractionation havebeen spared
for now. Analysts expect that there
could be a further decline in the
allocation of APM gas to CGDs due
todeclining volumes.
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Indian Oil-GPS
JVtosetup 10
biogas plants
at 1,200 crore

RAGHAVENDRA KAMATH
Mumbai, April 17

IOC GPS RENEWABLES — a joint
venture between Indian Oil Corpo-
ration (I0C) and GPS Renewables —
is looking to set up 10 compressed
biogas (CBG) plants this financial
year ata cost of 1,200 crore.

The joint venture focuses on
integrating advanced biogas tech-
nologies to convert organic waste
mto CBG,a renewableenergysource.
The CBG plants in Haryana, Uttar
Pradesh, Chhattisgarh,and Andhra
Pradesh will have a capacityof 15
tonne per day,or 5,475 tonne per
annum,of CBG and 50 tonne perday
of products such as fertilisers and
biomass pellets. The country hasset
atarget of reaching 500 GWofnon-
fossil fuel capacity by 2030,

The company has secured leases
forall the 10 land parcels and look-
ing to begin construction of the
plants this month, said Devendra
Singh Sehgal, chief executive officer
at 10C GPS Renewables. The |V was
formed in June lastyear.
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