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Stock Details

Industry Utilities: Non- Elec.
Bloomberg Code MAHGL:IN
BSE Code 539957
Face Value (Rs.) 10.00
Market Cap. (Rs. mn) 81682.8
52wk. Low/High (Adjusted) (Rs.) 774.00/1345.00
Shareholding Pattern Mar '18

Promoter (%) 65.00
FIl (%) 0.00
DIl (%) 0.00
Public - Other (%) 35.00
No. of Share Outstanding (mn) 98.77

Wealth Discovery

Transforming Kn ge in alth.

COMPLETE WEALTH MANAGEMENT SOLUTIONS !

MAHANAGAR GAS LTD

CMP INR 824

Target Price INR 995

We recommend ‘BUY’ on MAHANAGAR GAS LTD for a target of INR 995 -
valuing the company at P/E 20x of FY19E Earning.

INVESTMENT RATIONALE:

Mahanagar Gas Limited (MGL) is one of the largest city gas
distribution (CGD) companies in India.

The Company has an experience of over two decades in
successful development and operation of CGD business.

= MGL is the sole authorised distributor of CNG and PNG in
Mumbai, Thane urban and adjoining municipalities and the
Raigad district.

Valuation Summary

FY16A FY17A FY18P FY 19P
P/E (x)* 1506  20.76  20.00  20.00 . . . . . . . o
EV/EBITDA (x) 9.99 1567 1103 1080 = Strong financial position provides with the financial flexibility to
P/BV (x) 3.36 4.44 4.16 4.05 expand their network in the existing and new markets.
*TTM for Current Year

Based on Market Price as on 1t Apr is taken for Each FY . . . . .
= Despite financing its growth from its internal cash flows from

operations and high dividend pay-outs, MGL continues to be a

Key Financial

Rs. Mn FY 16A FY 17A FY 18P FY 19P debt f

Net Sales 20653 20,340 21,967 24,164 ebt free company.

EBITDA 5,129 6,442 7,553 8,307

Net Profit 3,087 3,934 4,389 4,915 = 0 : . :
ver the years, it has developed strong in-house project

EPS (Rs.)* 34.6 39.8 44.5 49.8 y ’ P g proj

management capabilities, complemented by robust operation
and maintenance processes.

*Un adjusted

Key Ratios

FY16A FY17A FY 18P FY 19P
EBITDA Margin (%) 24.7 31.7 34.2 34.2 = Efficient operator and services levels of MGL provide significant
EBIT Margin (%) 20.6 27.0 30.3 30.7 . - . .
Net Pro. Margin (64) 148 153 166 6.5 natural guard against third party entry in our Geographical Area.
Debt/Equity (X) 0.00 0.00 0.00 0.00
RONW (%) 210 234 222 216 = The Company undertakes various initiativ war ntin
ROCE (%) o4 e 506 505 e Company undertakes various initiatives towards continuous

improvement in Safety.
One Year Price / Volume

@ BSElndia.com

VALUATIONS AND VIEW:
Mahanagar Gas is one of the largest City Gas Distribution (CGD) companies
in India having over 20 years of experience in supplying natural gas in

3.5M

1200 M
1100 25M
1000 DA oM

@ s Mumbai and is presently the sole authorised distributor of CNG and PNG.
£ - j\“»\N\ iBh % We value the business at 20x FY19E EPS and recommend a BUY rating on
800 ‘ ™ the stock with a target price of INR 995 per share.
700 500K
a0 1 ]
0107 o110 01-01 01-04

WEALTH DISCOVERY SECURITIES PVT. LTD. 1



RISK & CONCERNS:

=  Credit Risk: Credit risk refers to the risk that the counterparty will default on its contractual obligations resulting in financial
loss to the Company. The credit risk arises from trade receivables, security deposits, cash and cash equivalents and deposits
with banks.

= Liquidity Risk: Liquidity risk is the risk that the Company will find it difficult in meeting its obligations associated with its
financial liabilities in time.

=  Foreign Exchange Risk: Company is exposed to foreign exchange risk arising from direct transactions in foreign currency
and also indirectly through transactions denominated in foreign currency though settled in functional currency (INR),
primarily with respect to the US Dollar (USD). Foreign exchange risk arises from future commercial transactions and
recognised assets and liabilities denominated in a currency that is not the company’s functional currency (INR).

COMPANY BACKGROUND:

Mahanagar Gas Limited (MGL) is one of the largest City Gas Distribution (CGD) companies in India having over 20 years of
experience in supplying natural gas in Mumbai and is presently the sole authorised distributor of Compressed Natural Gas (CNG)
and Piped Natural Gas (PNG) in Mumbai, Thane urban and adjoining municipalities, and the Raigad district in the state of
Maharashtra, India. It is promoted by GAIL (India) Limited (GAIL) and BG Asia Pacific Holdings Pte. Limited (BGAPH), each of
them holding 32.5% of its equity shares. The Government of Maharashtra also holds 10% stake in the Company.

MGL distributes CNG for use in vehicles and PNG for domestic household use, as well as commercial and industrial use. As at
March 31, 2017, it supplied CNG to over 5,45,505 vehicles through network of 203 CNG filling stations. It also provided PNG
connections to over 9,48,892 domestic households, over 3,218 commercial and 62 industrial consumers in Mumbai and its
adjoining areas.

MGL distributes natural gas through an extensive CGD network of pipelines. As of March 31, 2017, it had a supply network of
over 4,838 kms of pipelines, including approximately 4,417 kms of polyethylene (medium and low pressure) pipelines and 421
kms of steel pipelines.

INDUSTRY OVERVIEW:

India is among the top five energy consumers in the world, and has been witnessing consistent growth in demand for
energy. Out of the total energy basket, natural gas is the cleanest source of energy and has environment friendly
characteristics, which are making it more popular as compared to other fuels. Globally, natural gas accounts for 24% of
primary energy consumption, however, in India, it has a relatively small share of over 6% of the total energy basket.

In India, natural gas consumption grew at a CAGR of 3.1% over the previous seven years, reaching 46.6 Billion Cubic
Metre (BCM) in FY 2015-16 from 37.6 BCM in FY 2008-09. As per World Energy Outlook 2015 report, the consumption
is expected to grow at a CAGR of 4.6% over a period of 2013-40, higher than growth in Coal and Oil consumption over
the same period. The demand growth for natural gas in India is likely to be driven by the development of transmission
and distribution infrastructure, the savings from the usage of natural gas, the rising awareness of the environment friendly
characteristics of natural gas as a fuel, and the overall favorable economics of supplying gas at reasonable prices to end
consumers. The demand for natural gas in India is majorly driven by the Power, Fertiliser, Petrochem/Refineries and City
Gas Distribution (CGD) sectors.
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PEER COMPARISON

CMP Mcap Div Yid NP Qtr Qtr Profit Sales Qtr Qtr Sales

SRl (Rs) IS (Rs Cr) %) (Rs Cr) Var (%) (Rs Cr) Var (%) LA
GAIL (India) 343 16.8 77,348.9 245 1,020.9 101.90 15,430.7 14.71 1.81
Indraprastha Gas 166 20.3 17,7275 0.67 174.7 30.32 1,232.9 23.06 5.24
Guj.St.Petronet 181 153 10,2287 0.83 157.4 23.94 350.4 43.23 1.98
Filtra Consult. 24 15.7 16.3 - NaN NaN NaN NaN 1.78
Va Tech Wabag 407 15.1 2,223.2 0.98 63.4 (20.21) 1,037.5 (8.33) 1.95
Jiya Eco-Product 125 15.9 134.4 - 45 4,218.18 35.8 241.18 4.33
Mahanagar Gas 824.0 20.0 8,168.3 2.29 104.8 5.32 587.0 11.74 4.44
“TTM

FINANCIAL OVERVIEW

Q1 FY18Performance Highlight

(in Million) 4Q FY16 1Q FY17 2Q FY17 3Q FY17 4Q FY17 YoY (%) QoQ (%)
Revenue 5,764.10 5,828.50 5,880.40 6,382.50 6,437.80 11.69% 0.87%
Other Income 129.5 120.1 138.6 141.4 173.5
Total Income 5,893.60 5,948.60 6,019.00 6,523.90 6,611.30 12.18% 1.34%
Expenditure -4,132.10 -3,797.90 -3,877.50 -4,373.60 -4,676.80
As a % of Sales 71.69% 65.16% 65.94% 68.52% 72.65%
Interest 0.7 -2 - - -0.6 -185.71% #VALUE!
PBDT 1761.5 2150.7 2141.5 2150.3 1934.5
As a % of Sales 30.56% 36.90% 36.42% 33.69% 30.05%
Depreciation -256.8 -246.3 -258.5 -267.7 -339.4
PBT 1504.7 1904.4 1883 1882.6 1595.1 6.01% -15.27%
As a % of Sales 26.10% 32.67% 32.02% 29.50% 24.78%
Tax -510 -661.1 -635.1 -642.8 -547.5 7.35% -14.83%
Net Profit 994.7 1243.3 1247.9 1239.8 1047.6 5.32% -15.50%
As a % of Sales 17.26% 21.33% 21.22% 19.42% 16.27%
Equity 987.8 987.8 987.8 987.8 987.8 0.00% 0.00%
EPS (Rs) 10.07 12.59 12.63 12.55 10.61 5.36% -15.46%
CEPS (Rs) 12.67 15.08 15.25 15.26 14.04
OPM % 30.56 36.9 36.42 33.69 30.05
NPM % 17.26 21.33 21.22 19.42 16.27
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Income Statement (Consolidated)

Y/E Mar (Rs mn) FY 14A FY 15A FY 16A FY 17A FY 18E FY 19P FY 20P
Net Sales 18,686 20,778 20,653 20,340 21,967 24,164 25,372
Other Operating Income 165 171 136 - 131 126 113
Expenditure 13,969 16,052 15,660 13,898 15,010 16,511 17,336
EBITDA 4,882 4,897 5,129 6,442 7,088 7,779 8,148
Depreciation 807 799 841 951 848 850 852
EBIT 4,075 4,098 4,289 5,490 6,240 6,929 7,296
Interest Expenses 2 12 29 10 21 18 22
PBT 4,073 4,086 4,259 5,480 6,219 6,911 7,275
Tax 1,445 1,483 1,600 2,072 2,286 2,524 2,652
Other Income 345 407 427 527 465 528 568

Extraordinary Items - - - = - - -

Net Income Before Adjustment 2,972 3,010 3,087 3,934 4,398 4,915 5,191

Minority Int./Income from Assoc. - - - = - - R

Adjusted PAT 2,972 3,010 3,087 3,934 4,398 4,915 5,191

Balance Sheet (Consolidated)

Y/E Mar (Rs mn) FY 14A FY 15A FY 16A FY 17A FY 18E FY 19P FY 20P
Equity share capita 893 893 893 988 988 988 988
Reserves & surplus 12,076 13,181 14,386 17,413 20,174 23,261 26,521

Share Warrents - - - - - - R

Net worth 12,970 14,075 15,280 18,400 21,162 24,249 27,509

Minority Interest - - - = - - -

Loan Funds 80 156 44 27 29 27 25
Net deferred tax liability 887 1,027 1,181 1,376 1,376 1,376 1,376
Other Long-term Liabilities 8 11 5 2 2 2 2
Long-term Provisions 40 68 53 140 151 166 175
Total Liabilities 13,985 15,338 16,564 19,948 22,722 25,823 29,089
Net block 13,369 14,436 15,885 17,163 16,648 16,247 15,645
Investment, Loan & Adv. 253 314 441 1,120 1,124 760 922
Total Current Assets 6,121 6,905 7,237 7,959 11,392 16,012 20,089
Current Liabilities & Provisions 5,758 6,319 7,000 6,297 6,443 7,199 7,569
Net Current Assets 363 586 237 1,662 4,949 8,813 12,521
Total Assets 13,985 15,338 16,564 19,948 22,722 25,823 29,089

Cash Flow (Consolidated)

Y/E Mar (Rs mn) FY 17A FY 18E FY 19P FY 20P
Operating Cash Flow 5,467 6,876 5,294 5,765
Cash Flow from Investments 2,777) (442) (1112) (436)
Cash Flow from Financing (2,838) (1,855) (1,237) (1,621)
Net Changes in Cash (148) 4,578 3,946 3,707
Opening Cash 222 74 4,652 8,598
Closing Cash Balance 74 4,652 8,598 12,305

___________________________________________________________________________________________________________________________________________|
WEALTH DISCOVERY SECURITIES PVT. LTD. 4



Disclaimer: This document has been prepared by Wealth Discovery Securities Private Limited (hereinafter referred to as WD) to provide information about the company (ies)
and/sector(s), if any, covered in the report and may be distributed by it and/or its affiliated company (ies). This report is for personal information of the selected recipient/s and
does not construe to be any investment, legal or taxation advice to you. This research report does not constitute an offer, invitation or inducement to invest in securities or other
investments and Wealth Discovery Securities Private Limited (hereinafter referred as WD) is not soliciting any action based upon it. This report is not for public distribution and has
been furnished to you solely for your general information and should not be reproduced or redistributed to any other person in any form. This report does not constitute a personal
recommendation or take into account the particular investment objectives, financial situations, or needs of individual clients. Before acting on any advice or recommendation in
this material, investors should consider whether it is suitable for their particular circumstances and, if necessary, seek professional advice. The price and value of the investments
referred to in this material and the income from them may go down as well as up, and investors may realize losses on any investments. Past performance is not a guide for future
performance, future returns are not guaranteed and a loss of original capital may occur.

WD generally prohibits its analysts, persons reporting to analysts, and members of their households from maintaining a financial interest in the securities or derivatives of any
companies that the analysts cover. Additionally, WD generally prohibits its analysts and persons reporting to analysts from serving as an officer, director, or advisory board member
of any companies that the analysts cover. Our salespeople, traders, and other professionals or affiliates may provide oral or written market commentary or trading strategies to
our clients that reflect opinions that are contrary to the opinions expressed herein, and our proprietary trading and investing businesses may make investment decisions that are
inconsistent with the recommendations expressed herein. In reviewing these materials, you should be aware that any or all of the foregoing among other things, may give rise to
real or potential conflicts of interest. WD and its affiliated company(ies), their directors and employees and their relatives may; (a) from time to time, have a long or short position
in, act as principal in, and buy or sell the securities or derivatives thereof of companies mentioned herein. (b) be engaged in any other transaction involving such securities and
earn brokerage or other compensation or act as a market maker in the financial instruments of the company(ies) discussed herein or act as an advisor or lender/borrower to such
company(ies) or may have any other potential conflict of interests with respect to any recommendation and other related information and opinions.; however the same shall have
no bearing whatsoever on the specific recommendations made by the analyst(s), as the recommendations made by the analyst(s) are completely independent of the views of the
affiliates of WD even though there might exist an inherent conflict of interest in some of the stocks mentioned in the research report Reports based on technical and derivative
analysis center on studying charts company's price movement, outstanding positions and trading volume, as opposed to focusing on a company's fundamentals and, as such, may
not match with a report on a company's fundamental analysis. In addition WD has different business segments / Divisions with independent research separated by Chinese walls
catering to different set of customers having various objectives, risk profiles, investment horizon, etc., and therefore may at times have different contrary views on stocks sectors
and markets.

Unauthorized disclosure, use, dissemination or copying (either whole or partial) of this information, is prohibited. The person accessing this information specifically agrees to
exempt WD or any of its affiliates or employees from, any and all responsibility/liability arising from such misuse and agrees not to hold WD or any of its affiliates or employees
responsible for any such misuse and further agrees to hold WD or any of its affiliates or employees free and harmless from all losses, costs, damages, expenses that may be suffered
by the person accessing this information due to any errors and delays. The information contained herein is based on publicly available data or other sources believed to be reliable.
Any statements contained in this report attributed to a third party represent WD's interpretation of the data, information and/or opinions provided by that third party either
publicly or through a subscription service, and such use and interpretation has not been reviewed by the third party. This Report is not intended to be a complete statement or
summary of the securities, markets or developments referred to in the document. While we would endeavor to update the information herein on reasonable basis, WD and/or its
affiliates are under no obligation to update the information. Also there may be regulatory, compliance, or other reasons that may prevent WD and/or its affiliates from doing so.
WD or any of its affiliates or employees shall not be in any way responsible and liable for any loss or damage that may arise to any person from any inadvertent error in the
information contained in this report. WD or any of its affiliates or employees do not provide, at any time, any express or implied warranty of any kind, regarding any matter
pertaining to this report, including without limitation the implied warranties of merchantability, fitness for a particular purpose, and no infringement. The recipients of this report
should rely on their own investigations.

WD and its associates have not received any compensation or other benefits from the Subject Company or third party in connection with the research report. Subject Company
may have been a client of WD or its associates during twelve months preceding the date of distribution of the research report WD and/or its affiliates and/or employees may have
interests/positions, financial or otherwise of over 1 % at the end of the month immediately preceding the date of publication of the research in the securities mentioned in this
report. To enhance transparency, WD has incorporated a Disclosure of Interest Statement in this document. This should, however, not be treated as endorsement of the views
expressed in the report.

The views expressed in this research report accurately reflect the personal views of the analyst(s) about the subject securities or issues, and no part of the compensation of the
research analyst(s) was, is, or will be directly or indirectly related to the specific recommendations and views expressed by research analyst(s) in this report. The research analysts,
strategists, or research associates principally responsible for preparation of WD research receive compensation based upon various factors, including quality of research, investor
client feedback, stock picking, competitive factors and firm revenues

Disclosure of Interest Statement Mahanagar Gas Ltd.
1.Analyst ownership of the stocks mentioned above No
2.Served as an officer, director or employee No

Regional Disclosures (outside India)

This report is not directed or intended for distribution to or use by any person or entity resident in a state, country or any jurisdiction, where such distribution, publication,
availability or use would be contrary to law, regulation or which would subject WD & its group companies to registration or licensing requirements within such jurisdictions.
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Wealth Discovery

Transforming Knowledge into Wealth.

COMPLETE WEALTH MANAGEMENT SOLUTIONS !

Understanding financial needs.

Optimising returmns. ..

Head Office

Wealth Discovery Securities Pvt. Ltd.
1206, 12th Floor,
Kailash Building K.G. Marg.
Connaught Place
New Delhi-110001

Telephone:
91 +11-43444-666
91 +11-43444-623

Email:
info@wealthdiscovery.in

Website:

http://www.wealthdiscovery.in
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