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Indraprastha Gas

Partial restoration of APM gas — is the tide turning?

The Indraprastha Gas (IGL) stock price has risen ~11% over the last 1M and
outperformed the Sensex by ~15% due to the price hike undertaken by the
company in December 2024. We maintain our BUY recommendation on
Indraprastha Gas (IGL) with a target price of INR 515, given (1) a strong
portfolio of new geographical areas (GAs) ensuring volume growth visibility,
(2) healthy long-term volume growth of ~9% CAGR over FY24-27E, and (3)
robust long-term margins, supported by pricing power and higher allocation of
gas from the high-pressure, high-temperature (HPHT) fields to the priority
sector. With the diversion of APM gas from LPG production to CGD sector, we
expect (lower) further price hikes by IGL in the near term. Longer-term volume
growth should be driven by the company’s focus on expanding its city gas
network, especially in new GAs, and competitive CNG pricing compared to
competing auto-fuels. The Vahan data for its core GAs for FY25 YTD indicates
a ~5% YoY growth in new CNG vehicle registrations. We believe CNG volume
growth levers are in place to achieve 9% CAGR volume growth over FY24-27E.
We reiterate a BUY rating on IGL with a target price of INR 515.
®  CNG vehicle registrations grow YoY in Dec: The recent Vahan data for IGL's
core GAs for FY25YTD (Apr-Dec 2024) suggests a ~5% YoY growth in new
CNG vehicle registrations to 98,286 vehicles from 93,254 vehicles during the
same period last year. The new CNG vehicle registrations for December 2024
were 9,431, up 3% YoY.
®  Diversion of gas from LPG production—a positive development: The
government, through its recent order, has reduced the allocation of natural
gas for LPG production by 1.27 mmscemd and instructed ONGC and GAIL to
divert this gas (0.637 mmscmd each) to the CGD industry. This comes at a
time when CGD players are utilizing spot gas (trading at close to $15/mmbtu)
to make up for the sharp decline in APM gas volumes from November 2024.
Reportedly, the government has also ordered allocation of additional 1.7-2
mmscmd of gas from new wells to the CGD industry. This additional
allocation of APM gas for CGD should help IGL to partially offset the adverse
impact of the sharp cut in APM gas in November 2024, necessitating lower
price hikes than estimated.
® Listing of MNGL —opportunity for value unlocking: BPCL (a JV investor in
MNGL) board has given an in-principle approval for the IPO of MNGL
(Maharashtra Natural Gas) — a CGD company in which IGL holds 50% stake.
Reportedly, through the IPO, MNGL is expected to raise over INR 10 bn to
fund expansion. The MNGL IPO could potentially unlock value for IGL. We
value IGL's investment in MNGL at INR 66/share of IGL.
®  Valuation: At the current market price, IGL is trading at 17.3x Mar-26E EPS,
a discount of ~14% to its 5-year average P/E multiple and at this price, we
estimate it factors an EBITDA margin of only INR 5/scm over FY25-32E (as
compared to INR 6.5/scm reported for Q2FY25). We expect declining LNG
price to benefit IGL’s EBITDA margin from FY26E. We reiterate our BUY
rating on IGL with a target price of INR 515/sh.
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KEY STOCK DATA
Bloomberg code IGLIN
No. of Shares (mn) 700
MCap (INR bn) / ($ mn) 302/3,517
6m avg traded value (INR mn) 1,720
52 Week high / low INR 571/306

STOCK PERFORMANCE (%)

3M  6M 12M
Absolute (%) (205) (175)  (0.0)
Relative (%) (170) (153) (8.6)

(INR mn) FY22 FY23 FY24 FY25E FY26E FY27E
Revenue 77 141 140 154 172 197
EBITDA 19 20 24 18 21 25
APAT 13 14 16 13 15 18
AEPS (INR) 21 23 28 23 25 29
P/E (x) 19.8 18.1 15.0 18.8 17.1 14.8
EV/EBITDA(x) 15.1 13.3 11.6 14.9 12.9 10.2
ROE (%) 21.6 211 26 155 15.3 15.8

Source: Company, HSIE Research

HSIE Research is also available on Bloomberg ERH HDF <GO> & Thomson Reuters

SHAREHOLDING PATTERN (%)

Jun-24 Sep-24

Promoters 45.00 45.00
FIs & Local MFs 27.74 29.23
FPIs 17.90 16.82
Public & Others 9.36 8.95
Pledged Shares 0.00 0.00
Source: BSE
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Exhibit 1: Monthly new CNG vehicle registrations saw 3% growth in Dec-24
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Source: Vahan Dashboard, HSIE Research | Note: Vahan data includes IGL's core areas of Delhi,
Gurugram, Noida, and Ghaziabad

Exhibit 2: CNG vehicle growth mainly LMV segment-led Exhibit 3: LGV and LPV segments saw a decline
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Exhibit 4: Spot gas price has been on an upward trend; trading at ~$15/mmbtu
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Exhibit 8: Peer Comparison
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Exhibit 5: IGL key metrics
(Rs bn) FY22 FY23 FY24 FY25E FY26E FY27E
Revenue 77 141 140 154 172 197
EBITDA 19 20 24 18 21 25
PAT 13 14 16 13 15 18
EPS (Rs/sh) 21 23 28 23 25 29
RoE (%) 21.6 21.1 22.6 15.5 15.3 15.8
Volumes (mmscmd) 7.0 8.1 8.4 9.03 9.51 10.78
EBITDA (Rs/scm) 74 6.9 7.7 5.6 6.0 6.3
Source: Company, HSIE Research
Exhibit 6: MNGL key metrics
(Rs bn) FY20 FY21 FY22 FY23 FY24
Revenue 10 7 13 25 27
EBITDA 4 3 5 7 10
PAT 2 2 3 4 6
Volumes (mmscmd) 0.86 0.68 0.97 1.24 1.42
EBITDA (Rs/scm) 11.2 13.1 15.0 15.1 18.4
Source: Company, HSIE Research
Exhibit 7: MNGL —a list of GAs
States GAs
Maharashtra Pune & Pimpri Chinchwad (including Chakan, Hinjewadi and Talegaon)
Maharashtra Dhule, Nashik District
Maharashtra Sindhudurg District
Maharashtra Nanded/Parbhani/Buldhana Districts
Karnataka Ramnagara District
Gujarat Valsad District
Telangana Nizamabad/Kamareddy/Nirmal/Asifabad/Adilabad/ Mancherial Districts

Source: Company, HSIE Research

MCap CMP TP P/E (x) P/BV (x) ROE (%) EV/EBITDA (x)
Company RECO
(INR bn) (INR)  (INR) FY25E FY26E FY25E FY26E FY25E FY26E FY25E FY26E
IGL 301 BUY 431 515 19.1 17.4 2.8 2.5 155 15.3 15.2 13.2
GGL 350 ADD 508 600 23.4 18.0 4.0 3.5 18.3 20.9 14.0 10.7
MGL 123 BUY 1240 2000 12.3 10.3 2.1 1.9 18.3 19.5 7.2 5.8
IRM 15 BUY 353 545 13.5 9.2 14 1.2 10.9 14.0 7.6 52
Source: NSE, Company, HSIE Research
Exhibit 9: HSIE vs. consensus
Consensus EPS HSIE EPS Variance (%)
(INR/sh)
FY25E FY26E FY25E FY26E FY25E FY26E
IGL 263 28.0 22.6 24.8 (14.0) (11.4)
Source: Bloomberg, HSIE Research
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Exhibit 11: IGL P/BV chart
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Exhibit 10: IGL P/E chart
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Financials (Consolidated)
Income Statement
(INR bn) FY22 FY23 FY24 FY25E FY26E FY27E
Revenues 77 141 140 154 172 197
Growth % 56 83 (1) 10 12 15
Raw Material 44 104 98 116 132 151
Employee Cost 2 2 2 2 2 3
Other Expenses 13 15 16 17 17 18
EBITDA 19 20 24 18 21 25
EBIDTA Margin (%) 24 14 17 12 12 13
EBITDA Growth % 27 8 16 (22) 13 20
Depreciation 3 4 4 4 5 6
EBIT 16 17 19 14 16 19
Other Income (Including EO Items) 2 2 3 4 4 5
Interest 0 0 0 0 0 0
PBT 17 19 22 18 20 24
Tax 5 5 6 5 5 6
RPAT 13 14 16 13 15 18
EO (Loss) / Profit (Net Of Tax) - - - - - -
APAT 13 14 16 13 15 18
Share from associates 2 3 3 2 3 2
Consolidated APAT 15 16 20 16 17 20
Consolidated APAT Growth (%) 28 9 21 (20) 10 15
AEPS 21 23 28 22.6 24.8 29
AEPS Growth % 28 9 21 (20) 10 15
Source: Company, HSIE Research
Balance Sheet
(INR bn) FY22 FY23 FY24 FY25E FY26E FY27E
SOURCES OF FUNDS
Share Capital 1 1 1 1 1 1
Reserves And Surplus 74 78 95 106 118 132
Total Equity 76 79 96 107 120 134
Minority Interest 0 0 0 0
Long-term Debt - - - - - -
Short-term Debt - - - - - -
Total Debt - - - - - -
Deferred Tax Liability 3 3 4 3 3 4
Long-term Provision and others 1 1 1 1 1
TOTAL SOURCES OF FUNDS 80 84 101 112 124 139
APPLICATION OF FUNDS
Net Block 50 57 66 76 83 95
Capital WIP 14 14 14 16 20 18
LT Loans And Advances 1 1 5 5 5 6
Total Non-current Investments 26 15 22 22 22 22
Total Non-current assets 91 88 107 119 130 141
Inventories 0 0 1 1 1 1
Debtors 5 9 10 11 13 14
Cash and Cash Equivalents 14 26 22 18 26 35
Other Current Assets 1 2 3 7 7 8
Total Current Assets 20 38 35 42 50 67
Creditors 8 9 10 12 13 15
Other Current Liabilities & Provns 23 33 31 33 35 37
Total Current Liabilities 31 42 41 44 48 53
Net Current Assets (11) @) (6) 2) 2 15
TOTAL APPLICATION OF
FUNDS 80 84 101 112 124 139
Source: Company, HSIE Research
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Cash Flow Statement
Year ending March FY22 FY23 FY24 FY25E FY26E FY27E
Reported PBT 17 19 22 18 20 24
Non-operating & EO Items 0 1 1 1) 1) 2)
Interest Expenses 0 0 0 0 0 0
Depreciation 3 4 4 4 5 6
Working Capital Change 5 6 3) 2) 2 2
Tax Paid 4) 4) (5) (5) 5) ®)
OPERATING CASH FLOW (a) 22 25 19 14 21 24
Capex (15) (12) (12) (16) (16) (16)
Free Cash Flow (FCF) 6 13 6 ) 5 8
Investments 3) 11 7) - - -
Non-operating Income 2 2 3 4 4 5
Others 0 1 (4) 0) 0) )
INVESTING CASH FLOW (b) (17) 1 (21) (12) (12) (12)
Debt Issuance/(Repaid) - - - - - -
Interest Expenses 0) 0) 0) 0) 0) 0)
FCFE 6 13 6 ®) 5 8
Share Capital Issuance - - - - - -
Dividend 4) ) (6) (5) 5) 6)
Others 1 4) 3 0 0 0
FINANCING CASH FLOW (c¢) (3) (13) 3) (5) (5) (6)
NET CASH FLOW (a+b+c) 2 13 (5) 4) 3 6
EO Items, Others
Closing Cash & Equivalents 14 26 22 18 26 35
Source: Company, HSIE Research
Key Ratios
FY22 FY23 FY24 FY25E FY26E  FY27E
PROFITABILITY %
EBITDA Margin 24.4 144 16.9 11.9 12.0 12.6
EBIT Margin 20.3 11.9 13.9 9.2 9.1 9.7
APAT Margin 19.5 11.6 14.2 10.3 10.1 10.2
RoE 21.6 21.1 22.6 155 15.3 15.8
RolIC 26.9 30.5 33.3 19.3 20.0 22.8
RoCE 21.7 21.2 22.7 15.6 154 15.9
EFFICIENCY
Tax Rate % 26.1 25.8 25.4 25.2 25.2 25.2
Fixed Asset Turnover (x) 1.3 2.0 1.7 1.6 1.6 1.6
Inventory (days) 22 1.3 14 14 14 14
Debtors (days) 24.6 23.3 26.6 26.6 26.6 26.6
Other Current Assets (days) 5.6 5.8 6.7 17.0 15.8 14.4
Payables (days) 65.4 315 36.6 36.6 36.6 36.6
Other Current Liab & Provns (days) 110.5 85.9 80.7 77.7 74.0 69.1
Cash Conversion Cycle (days) (144) (87) (83) (69) (67) (63)
Net Debt/EBITDA (x) 0.7) (1.3) 0.9) (1.3) (1.4) (1.8)
Net D/E 0.2) (0.3) 0.2) 0.2) 0.2) (0.3)
Interest Coverage 118.4 158.3 212.6 154.6 170.9 208.4
PER SHARE DATA (Rs)
EPS 21.5 23.4 28.3 22.6 24.8 28.6
CEPS 26.0 28.6 34.2 28.6 32.0 36.8
Dividend 55 13.0 9.0 6.7 7.3 8.8
Book Value 108.4 113.3 137.6 153.5 171.0 190.8
VALUATION
P/E (x) 20.1 18.4 15.2 19.1 17.4 15.1
P/Cash EPS (x) 16.6 15.1 12.6 15.1 13.5 11.7
P/BV (x) 4.0 3.8 3.1 2.8 25 2.3
EV/EBITDA (x) 15.3 13.5 11.9 15.2 13.2 10.4
EV/Revenue (x) 3.7 1.9 2.0 1.8 1.6 1.3
Dividend Yield (%) 13 3.0 2.1 1.6 1.7 2.0
OCF/EV (%) 7.5 9.0 6.8 49 7.6 9.4
FCFF/EV (%) 22 4.8 2.3 0.9) 1.7 3.1
FCFE/M Cap (%) 2.1 4.3 2.1 0.8) 1.5 2.6
Source: Company, HSIE Research
Page | 6
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Rating Criteria

BUY: >+15% return potential

ADD: +5% to +15% return potential
REDUCE: -10% to +5% return potential
SELL: >10% Downside return potential
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Disclosure:

We, Harshad Katkar, MBA, Nilesh Ghuge, MMS, Dhawal Doshi, CA & Prasad Vadnere, MSc authors and the names
subscribed to this report, hereby certify that all of the views expressed in this research report accurately reflect our views
about the subject issuer(s) or securities. SEBI conducted the inspection and based on their observations have issued
advise/warning. The said observations have been complied with. We also certify that no part of our compensation was,
is, or will be directly or indirectly related to the specific recommendation(s) or view(s) in this report.

Research Analyst or his/her relative or HDFC Securities Ltd. does not have any financial interest in the subject company.
Also Research Analyst or his relative or HDFC Securities Ltd. or its Associate may have beneficial ownership of 1% or
more in the subject company at the end of the month immediately preceding the date of publication of the Research
Report. Further Research Analyst or his relative or HDFC Securities Ltd. or its associate does have/does not have any
material conflict of interest.

Any holding in stock - No

HDEFC Securities Limited (HSL) is a SEBI Registered Research Analyst having registration no. INH000002475.

Disclaimer:

This report has been prepared by HDFC Securities Ltd and is solely for information of the recipient only. The report must
not be used as a singular basis of any investment decision. The views herein are of a general nature and do not consider
the risk appetite or the particular circumstances of an individual investor; readers are requested to take professional
advice before investing. Nothing in this document should be construed as investment advice. Each recipient of this
document should make such investigations as they deem necessary to arrive at an independent evaluation of an
investment in securities of the companies referred to in this document (including merits and risks) and should consult
their own advisors to determine merits and risks of such investment. The information and opinions contained herein have
been compiled or arrived at, based upon information obtained in good faith from sources believed to be reliable. Such
information has not been independently verified and no guaranty, representation of warranty, express or implied, is made
as to its accuracy, completeness or correctness. All such information and opinions are subject to change without notice.
Descriptions of any company or companies or their securities mentioned herein are not intended to be complete. HSL is
not obliged to update this report for such changes. HSL has the right to make changes and modifications at any time.
This report is not directed to, or intended for display, downloading, printing, reproducing or for distribution to or use by,
any person or entity who is a citizen or resident or located in any locality, state, country or other jurisdiction where such
distribution, publication, reproduction, availability or use would be contrary to law or regulation or what would subject
HSL or its affiliates to any registration or licensing requirement within such jurisdiction.

If this report is inadvertently sent or has reached any person in such country, especially, United States of America, the
same should be ignored and brought to the attention of the sender. This document may not be reproduced, distributed or
published in whole or in part, directly or indirectly, for any purposes or in any manner.

Foreign currencies denominated securities, wherever mentioned, are subject to exchange rate fluctuations, which could
have an adverse effect on their value or price, or the income derived from them. In addition, investors in securities such
as ADRs, the values of which are influenced by foreign currencies effectively assume currency risk. It should not be
considered to be taken as an offer to sell or a solicitation to buy any security.

This document is not, and should not, be construed as an offer or solicitation of an offer, to buy or sell any securities or
other financial instruments. This report should not be construed as an invitation or solicitation to do business with HSL.
HSL may from time to time solicit from, or perform broking, or other services for, any company mentioned in this mail
and/or its attachments.

HSL and its affiliated company(ies), their directors and employees may; (a) from time to time, have a long or short position
in, and buy or sell the securities of the company(ies) mentioned herein or (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.

HSL, its directors, analysts or employees do not take any responsibility, financial or otherwise, of the losses or the damages
sustained due to the investments made or any action taken on basis of this report, including but not restricted to,
fluctuation in the prices of shares and bonds, changes in the currency rates, diminution in the NAVs, reduction in the
dividend or income, etc.

HSL and other group companies, its directors, associates, employees may have various positions in any of the stocks,
securities and financial instruments dealt in the report, or may make sell or purchase or other deals in these securities
from time to time or may deal in other securities of the companies / organizations described in this report. As regards the
associates of HSL please refer the website.
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HSL or its associates might have managed or co-managed public offering of securities for the subject company or might
have been mandated by the subject company for any other assignment in the past twelve months.

HSL or its associates might have received any compensation from the companies mentioned in the report during the
period preceding twelve months from the date of this report for services in respect of managing or co-managing public
offerings, corporate finance, investment banking or merchant banking, brokerage services or other advisory service in a
merger or specific transaction in the normal course of business.

HSL or its analysts did not receive any compensation or other benefits from the companies mentioned in the report or
third party in connection with preparation of the research report. Accordingly, neither HSL nor Research Analysts have
any material conflict of interest at the time of publication of this report. Compensation of our Research Analysts is not
based on any specific merchant banking, investment banking or brokerage service transactions. HSL may have issued
other reports that are inconsistent with and reach different conclusion from the information presented in this report.
Research entity has not been engaged in market making activity for the subject company. Research analyst has not served
as an officer, director or employee of the subject company. We have not received any compensation/benefits from the
subject company or third party in connection with the Research Report.

Please note that HDFC Securities has a proprietary trading desk. This desk maintains an arm’s length distance with the
Research team and all its activities are segregated from Research activities. The proprietary desk operates independently,
potentially leading to investment decisions that may deviate from research views.
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