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Government of India recently doubled natural gas prices from the existing $4.2 mmbtu
to $8.4-8.5 per mmbtu. This is the first hike in gas prices in three years and will come in
effect from April 1, 2014. The new price is based on the formula derived by Rangarajan
committee. The move seems to have changed the prospect around entire gas sector
and the same seems to have taken a leap of faith overnight. The premise given by
government for this gas price hike is in sync with point raised by RIL i.e. Investments in
gas exploration will increase only when price of domestic gas is attractive enough for
Indian and overseas companies to commit capital to the sector that's full of risk. Every
industry/stakeholder, across the gas value chain is now busy quantifying the impact of
this hike on overall business. Whether the approved price hikes catalyze investment
from both domestic and overseas companies, time will only approve of whether this
hypothesis holds true.

The move is however well appreciated by analysts, E&P and state oil companies.
Analysts view this to boost further investment in E&P sector and move towards reducing
costly LNG imports. This would potentially double India’s natural gas reserves and
opens up frontier for companies to take exploration at riskier location. There is certainly
enough incentive for investment because the level of $8.4/mmbtu is close to
international prices. Further hikes would eventually equal domestic gas prices with
international rates and this should attract some investment into the natural gas sector.
On the other hand government could boost revenue from royalties and thus a win-win
situation for both government and companies. Market have already welcomed the move
and shares of ONGC, Oil India and Reliance Industries jumped sharply after the
announcement.

In order to assess the real impact of this gas price hike across industries and its effect in
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the times to come and to quantify the same, Infralnsights is pleased to launch
its latest research report 'Impact of Gas Price Hike on Stakeholders and Industries
across the Gas Value Chain'. The report will decode the policy announcement and its
impact on gas producers, gas transmission co’s, gas distributors, gas consumers, gas
imports and overall economy and overall economy.
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1. GAS PRICE HIKE AND ITS PREMISE: COMPREHENSION OF THE
UNDERSTANDING THE RANGARAJAN COMMITTEE FORMULA FOR GAS
PRICING APPROVED BY CCEA

a. Gas Pricing mechanism

b. Recommendations of Rangarajan Committee

c. Gas prices have been kept low for strategic sector such as Fertilizer, industrial
consumers, etc. deterring further investment in the sector

d. What have we gained from low price and prioritizing sector? Why price hike was
essential now?

e. Comprehensive understanding of Rangarajan Committee formula for gas pricing
approved by CCEA

2. QUANTIFYING IMPACT OF GAS PRICE HIKE ON STAKEHOLDER ACROSS GAS
VALUE CHAIN: SHORT TERM, MEDIUM AND LONG TERM

a. Upstream / Gas Producer: ONGC, OIL, RIL and Others

b. Midstream / Gas Transmission Companies: GAIL

c. Downstream Companies: MGL, IGL and other CGD Companies

d. Analyzing financial implication on the revenues & cost of companies supplying /
procuring gas

e. Improvement in EPS & likely derating / re-rating of stock prices of energy company
linked directly or indirectly with gas

3. IMPACT OF GAS PRICE HIKE ON END USER INDUSTRY:

a. Power Companies: Central, State Gencos, IPPs etc
b. Fertilizer Companies: RCF, Chambal, Coromandel
c. LPG & CNG Prices

4. IMPACT OF GAS PRICE HIKE ON END CONSUMERS:
a. Quantum of hike in Power Tariff across discoms
b. Quantum of hike likely for CNG & LPG consumer

c. Quantum of hike likely tbe seen in Fertilizer Industry

5. GAS SUBSIDY BILL TRAJECTORY IF POWER AND FERTILIZER INDUSTRY IS
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TO BE INSULATED TO SOME EXTENT: 2017 AND 2025
6. IMPACT OF GAS PRICE HIKE ON GAS INFRASTRUCTURE IN INDIA

a. Assessing long term economic feasibility of LNG & FSRU Industry
b. Will it fuel investment in gas transmission infrastructure and CGDs
c. What it means for CBM and other alternatives fuel

7. WHAT THIS GAS PRICE HIKE MEANS FOR THE OVERALL ECONOMY? AND
WILL IT LEAD TO TURN AROUND OF GAS SECTOR IN INDIA

8. INFRAINSIGHTS VIEWPOINT:

a. Attractiveness of imported gas vis-a-vis domestic gas in immediate short tmedium
tlong term

b. Will the investment in Gas exploration increase post the hike

c. Competitiveness of Indian Industry that depends on gas post the gas price hike

9. VOICE OF INDUSTRY / SENTIMENT ANALYSIS: VIEW POINT OF INDUSTRY

LEADERS ON GAS PRICE HIKE AND ITS POSITIVE / NEGATIVE ACROSS
DIFFERENT INDUSTRY BOTH IN INDIA AND OUTSIDE INDIA
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