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Objective
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One of major factor in retail product cost is the transportation cost. Malaysia Gas

Association (MGA), led by Gas Malaysia Berhad (GMB), is proposing a way to reduce

transportation cost by shifting the fuel usage from diesel to Compressed Natural Gas

(CNG) and later by Liquefied Natural Gas (LNG), once readily available .

In addition to that, the conversion to CNG will reduce pollutions especially CO2 emission

to the air.
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Background
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In Peninsular Malaysia, there are 70,958 lorries of which 0.17% are using CNG while the

rest are using diesel as their fuel. The diesel consumption represent approximately 40%

of total operation cost of transporter. It is estimated that 4.8 billion liters (data from

Suruhanjaya Tenaga) of diesel are used yearly for transportation purposes; diesel price

is managed by the Government based on managed-float mechanism.

CNG consumption in Peninsular Malaysia is about 312 million liters annually which are

mainly consumed by taxis and private owners.

The diesel usage for transportation purposes contributes 43.2 million* ton CO2 emission

per year.

Note: data from InternationalEnergy Agency
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Why CNG?
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1. Cleaner fuel

On December 20, 2009, Our Prime Minister announced that Malaysia pledged to

reduce forty percent of carbon emission by the year 2020 as compared to 2005

levels of 138 million metric tons after returning from Climate Change Conference in

Copenhagen.

It is proven that by substituting diesel to natural gas, carbon emission will be

reduced by at least 16 percent. Substituting to natural gas will reduce CO2 emission

by 6.9 million metric ton annually.
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1. Cleaner Fuel - continued

Fuel emission ( gram / 100 km )

Why CNG?                                                     

CNG Gasoline Diesel LPG

Carbon Dioxide 16,275 22,200 21,000 18,200

Carbon Monoxide 22 634 106 168

Sulfur Oxide 0.15 8.3 21 0.38

Nitrogen Monoxide 26 78 108 37



Why CNG?
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3. Cheaper fuel

4. Reduce pilferages

Both CNG and LNG are very difficult to be transferred to another vessel, thus

reduce pilferages.

No Fuel Type Unit Price (RM / liter) Price Equivalent 
(RM/MMBtu)

1 Liquefied Petroleum Gas (LPG) RM 2.90 / kg 62

2 Diesel RM 2.05 / liter 52

3 Liquid Natural Gas (LNG) RM 1.26 / liter 35

4 Compressed Natural Gas (CNG) RM 1.49 / liter 41
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Example –natural gas in transportation in the USA
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Commercial fleet

UPS, the world’s largest package-delivery service, operates one of the

nation’s largest NGV fleets. The company has used natural gas vehicles to

transport packages for years and, in 2014, most of the 700 new tractor-

trailers that UPS puts on the road will be powered by natural gas.

Public Transit

Los Angeles runs 2,200 CNG-powered buses every day. The city reports 

reducing particulates 80%, cutting greenhouse gases by 300,000 lbs per 

day, and saving nearly 20% on fuel versus its previous diesel fleet.

Source : America’s Natural Gas Alliance 
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Issues with CNG & Proposed Mitigation
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Issues Proposed Mitigation

1. Insufficient infrastructure Most of the bulk transporter location is nearby to the

ports with journey mainly along the major highways

and state road.

It is proposed that CNG stations be built at the following

area:

a) Nearby major ports area

b) Along major highways

c) Distance between station shall not be more than

200 km (for CNG) or 800 km (for LNG).

It is further proposed that Government provides

facilitation funds to encourage the early setting up of

such CNG stations.
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Issues with CNG & Proposed Mitigation
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Issues Proposed Mitigation

2. Monogas prime movers are

expensive The monogas prime mover can cost some

RM100,000 more than a diesel prime mover. For the

bulk transporters to use such prime mover, there is a

need to ensure they can recover the higher cost of

prime mover from the pricing differential between

CNG and diesel prices within 36 months.
3. Uncertainty of future trend of CNG 

prices
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Issues with CNG & Proposed Mitigation
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Issues Proposed Mitigation

4. CNG requires big storage capacity It is proposed that bulk transporters use LNG (once the

facilities are available) for long distance transport services.
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Proposed Government Policy
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Government to set target for all prime mover importers and manufacturers to use

CNG/LNG by 2020

The above policy shall promote the bulk transporters to replace their existing prime mover

to monogas prime mover prior to 2020.

http://www.gasmalaysia.com/


Economics - Assumptions

www.gasmalaysia.com 13

No of bulk transporter vehicles 27,031.00

ratio 0.6

No of prime mover 16,218.60

Station capex per unit 15,000,000

Gas cost (per mmbtu) RM 35.00

Daily km run per prime mover 400

Diesel usage - km/liter 2.5

Operating days in a month 26

Total km run 10,400

Diesel per prime mover per month 4,160

Conversion cost per unit Between 70,000 and 100,000 
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Economics – CNG Stations
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Capex 15,000,000         Volume of Diesel yearly 4,800,000,000 liter

Govt incentive 7,500,000           Expected CNG volume 17% 809,632,512      liter

Net capex 7,500,000           

Depreciation period (yrs) 20 Prime mover filling time 0.5 hr

Interest 8% No of island 10 island

Monthly 56,250                Operation hrs 24

Volume per fill 250 liter

NGV price 1.49 utilization rate 80%

volume per station 35,040,000        

Gas cost 1.2600                

Alpha 0.0400                

Operation Cost 0.0954                Gas cost 35.00 Mmbtu

Station Margin 0.0950                1.26 RM/liter

Logistics/pipeline -                      

Contribution to DDF -                      

No of station required 23
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Economics – Prime Mover Transporters
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Per prime mover Medium End High End
Daily km run 400 600

Diesel usage - km/liter 2.5 2.5

Operating days in a month 26 26

Total km run 10,400.00 15,600.00

Total Diesel monthly (Liter) 4,160.00 6,240.00

Total Diesel monthly (RM) 8,112.00 12,792.00

Conversion Cost 70,000.00 100,000.00

Total CNG cost monthly (RM) 6,200.06 9,300.10

Saving 1,911.94 2,867.90

Cost Recovered within no of months 36.61 34.87

http://www.gasmalaysia.com/


Conclusion 
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MGA seeks the following Government‘s support to promote the use of CNG as
the preferred fuel for prime movers in order to reduce the cost borne by
transporters, which shall lead to lower cost to consumers:

1. To set target for all prime mover importers and manufacturers to use
CNG/LNG by 2020.

2. To provide facilitation funds to encourage the early setting up of CNG
stations.

In addition to the above, it also imperative that there is sufficient gap between
prices of diesel and CNG to encourage users to switch to CNG and enables this
initiative to be commercially viable.

MGA believes that the overall benefits offered by CNG is clear and will lead to a
cleaner environment in Malaysia.

http://www.gasmalaysia.com/


END

www.gasmalaysia.com

http://www.gasmalaysia.com/

