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Stock Info 

Bloomberg IGL IN 

Equity Shares (m) 700 

M.Cap.(INRb)/(USDb) 293.8 / 3.9 

52-Week Range (INR) 534 / 285 

1, 6, 12 Rel. Per (%) 5/-14/23 

12M Avg Val (INR M) 1414 

Free float (%) 55.0 
 

Financials & Valuations (INR b) 

Y/E March 2020 2021E 2022E 

Sales 64.9 43.8 68.6 

EBITDA 15.2 9.7 17.6 

Adj. PAT 11.4 6.2 12.0 

Adj. EPS (INR) 16.2 8.9 17.2 

EPS Gr.  (%) 44.5 -45.2 93.3 

BV/Sh.(INR) 72.3 78.9 92.6 

Ratios       

Net D:E -0.4 -0.3 -0.4 

RoE (%) 28.3 11.8 20.1 

RoCE (%) 27.1 11.4 19.5 

Payout (%) 17.2 22.5 17.4 

Valuation       

P/E (x) 25.9 47.2 24.4 

P/BV (x) 5.8 5.3 4.5 

EV/EBITDA (x) 17.9 28.5 15.1 

Div. Yield (%) 0.7 0.5 0.7 

FCF Yield (%) 2.6 -0.8 4.6 
 

Shareholding pattern (%) 

As On Jun-20 Mar-20 Jun-19 

Promoter 45.0 45.0 45.0 

DII 22.2 21.8 21.7 

FII 22.3 22.8 22.8 

Others 10.5 10.5 10.5 

FII Includes depository receipts 
 

Stock Performance (1-year) 

 
 

 CMP: INR420                TP: INR470 (+12%)                          Neutral 

Looking for the right tilt between risk and rewards 
Key highlights of IGL roadshow 

We hosted senior management of IGL for a non-deal roadshow. Between double digit 

growth for next 4-5 years and upcoming regulation on open access, finding the right 

tilt between reward and risk is a challenge. Key highlights below: 
 

 As only essential service providers were allowed to operate over Apr–May during 

the COVID-led lockdown, Indraprastha Gas Ltd (IGL) witnessed two months of 

poor volumes. Although, recovery was better than expected from June. 

 CNG volumes are currently at 85–90% of normal levels. However, the company 

expects volumes to normalize by the end of 4QFY21. Our model assumptions were 

in line with management commentary. We have built-in 70%/85% of pre-COVID 

volumes for 2Q/3QFY21 and normalization for 4QFY21. 

 Maharashtra Natural Gas Ltd (MNGL) and Central UP Gas Ltd (CUGL) have seen 

volume impact at levels similar to IGL. CUGL (Kanpur) has seen better recovery, 

while MNGL (Pune) has been drastically impacted due to extended lockdown; 

thus, expect a lag of 1–2 months in recovery in MNGL v/s IGL. 

 IGL and MNGL have achieved minimum work program (MWP) despite the COVID 

disruption. Management remains confident of achieving double-digit growth from 

next year. For FY22, we build-in volume growth of 14%, over FY20 levels, to 

7.6mmscmd (v/s 6.4/4.6mmscmd in FY20/FY21). 

 Growth strategies for IGL include improving CNG infrastructure at its GAs, 

increasing PNG penetration, and creating new synergies by bidding for new areas. 

 Although, we believe virtual connect has drastically impacted intracity/intrastate 

travel. Schools remain closed, and the commercial segments are down as there is 

uncertainty regarding when traffic would return to restaurants and malls. 

 We value the company at 24x FY22 adj. EPS of INR17 and add value from JV to 

arrive at target price of INR470. Maintain Neutral. 
 

Key drivers – double-digit growth from next year 
 The CNG segment could see opportunity from COVID as the use of personal 

vehicles increases and people move away from shared mobility, thus 

increasing demand in the CNG segment.  

 Delhi Transport Corporation plans to induct an additional 1,000 CNG buses 

(~116 buses would be added by end-Sep’20) by the end of this fiscal. 

 Delhi currently has ~6,000 buses totally, and IGL expects ~2,500 CNG buses 

to be introduced over next 2-3 years (apart from 1,000 mentioned above). 

 Also, IGL expects EBITDA margin growth of 3–4% per year going ahead (as 

the company expects gas prices to remain benign in the near term). 

 IGL anticipates 3–4 court hearings for finalizing the valuation part of 

Gurugram, and expects the deal to be completed by end-FY21. Gurugram 

has volumes potential of 2–2.5mmscmd and is currently operating at 0.4–

0.6mmscmd. Although, 150–200 CNG stations would be needed for such 

volumes to be built up. 
 

Capex plans of INR11b for FY21 
 The company does not plan on reducing planned capex, although it may 

review capex during the mid-year review. 
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 Capex from FY22 onwards could be ~INR12b, and expect another ~INR3b capex 

over the next two years if Gurugram is awarded. 

 Ajmer would see the majority of the capex (as it has huge PNG-Ind and CNG 

potential). Expect another 1.5–2 years for infrastructure development. 
 

Two greatest threats 
Expect an open access regulation in place over the next 1.5–2 years: 

 Open access regulation likely to be within the ambit of the PNGRB Act and 

litigation is less likely. Also, IGL aims to facilitate competition as this would aid 

gas market expansion.  

 IGL believes it would enjoy better growth (double-digit growth would continue) 

even with the competition as the company would be in a much better position 

owing to its superior infrastructure. 

 It is in talks with OMCs to finalize the revised commission structure. 

EVs: CNG demand could be dented over the long term 

 Delhi’s EV policy is more directed at two- and three-wheelers. 

 On the heavy vehicles front, it would take some more time to build a heavy 

battery charging infrastructure as swapping is not an alternative. 

 Although, management expects EV buses in Delhi over the next 2–3 years. 
 

Valuation and view: 
 IGL has ~75% of its volumes coming from CNG. This segment led growth for the 

last couple of years, led by the proliferation of CNG stations and higher 

conversions. However, opening up of schools and normalization of public 

transportation (for CNG) and commercial space like malls/restaurants (for PNG) 

may take more time. 

 Nevertheless, we reiterate our belief in the company’s volume trajectory (in line 

with management guidance), led by growth in NCR, intercity travel on CNG, 

higher conversions to CNG due to the BS6 implementation, and contributions 

from newer GAs. 

 Over the short-to-medium term, IGL could increase its sales volumes from new 

areas such as Rewari, Karnal, and Muzaffarnagar; Gurugram; and the newly 

awarded (3) GAs in the 10th round – (a) Kaithal (Haryana), (b) Ajmer, Pali, and 

Rajsamand (Rajasthan), and (c) Kanpur, Fatehpur, and Hamirpur (Uttar Pradesh). 

 IGL might consider inorganic growth in the coming years. It is also looking at 

international prospects (such as Myanmar) and has an MoU with Osaka Gas. 

 The stock trades at around 24.4x FY22 EPS of INR17.2 and EV/EBITDA of 15.1x in 

FY22. We value the company at 24x FY22 adj. EPS of INR17 and add value from 

JV to arrive at target price of INR470. Maintain Neutral. 
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Story in charts 
 

Exhibit 1: Segmental volume bifurcation (%)  

 
Source: Company, MOFSL 

Exhibit 2: Stock trades at 70% premium to its LT PE average 

 
Source: Company, MOFSL 

 

Exhibit 3: Sales growth to continue barring COVID-19-led 

demand impact in FY21 

 
Source: Company, MOFSL 

Exhibit 4: Realization to decline in line with expected fall in 

gas prices… 

 
Source: Company, MOFSL 

 

Exhibit 5: …however, IGL would maintain margins by passing 

on cost increases to CNG and PNG consumers  

 
Source: Company, MOFSL 

Exhibit 6: EBITDA/scm to increase in FY22, benefiting from 

lower APM and spot prices 

 
Source: Company, MOFSL 

 

Exhibit 7: IGL profitability (PAT in INR/scm) would normalize 

 
Source: Company, MOFSL 

Exhibit 8: Return ratios would stabilize at ~20% 

 
Source: Company, MOFSL 
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Financials and valuations 
 

Income Statement   
     

  (INR m) 

Y/E March 2015 2016 2017 2018 2019 2020 2021E 2022E 

Net Sales  36,699 36,858 38,148 45,921 57,600 64,853 43,771 68,559 

    Change (%) -6.3 0.4 3.5 20.4 25.4 12.6 -32.5 56.6 

EBITDA 7,820 7,747 9,638 11,133 12,521 15,196 9,703 17,594 

    % of Net Sales 21.3 21.0 25.3 24.2 21.7 23.4 22.2 25.7 

Depreciation 1,487 1,563 1,671 1,813 2,011 2,523 2,849 3,066 

Interest 298 99 12 17 21 81 81 73 

Other Income 456 299 652 1,021 1,510 1,564 1,563 1,650 

PBT 6,490 6,385 8,607 10,325 12,000 14,157 8,336 16,105 

Tax 2,113 2,194 2,896 3,617 4,134 1,134 2,106 4,058 

    Rate (%) 32.6 34.4 33.6 35.0 34.4 8.0 25.3 25.2 

PAT 4,377 4,191 5,711 6,708 7,867 13,023 6,231 12,046 

Adj. PAT 4,377 4,191 5,969 6,604 7,867 11,365 6,231 12,046 

    Change (%) 21.6 -4.3 42.5 10.6 19.1 44.5 -45.2 93.3 

Adj. PAT   
     

-916.03 -1,095 
Balance Sheet   

     
  (INR m) 

Y/E March 2015 2016 2017 2018 2019 2020 2021E 2022E 

Share Capital 1,400 1,400 1,400 1,400 1,400 1,400 1,400 1,400 

Reserves 19,581 23,764 27,866 33,729 39,899 49,224 53,816 63,406 

Net Worth 20,981 25,164 29,266 35,129 41,299 50,624 55,216 64,806 

Loans 1,453 0 0 0 0 0 0 0 

Deferred Tax 1,272 1,650 1,806 2,253 2,678 2,119 2,119 2,119 

Capital Employed  23,706 26,815 31,072 37,382 43,977 52,743 57,336 66,925 

Gross Fixed Assets 31,761 33,752 36,402 41,364 47,607 55,744 59,744 63,744 

Less: Depreciation 12,203 13,560 15,231 17,044 19,054 21,577 24,426 27,492 

Net Fixed Assets 19,558 20,192 21,172 24,320 28,553 34,167 35,319 36,253 

Capital WIP 2,541 2,669 3,518 3,860 4,781 7,767 10,767 13,767 

Rights to use assets 0 0 0 0 0 1,220 1,220 1,220 

Investments 2,909 2,592 6,770 11,477 15,440 2,581 2,581 2,581 

Curr. Assets, L & Adv.    
     

    

Inventory 409 576 517 524 509 511 345 540 

Debtors 2,352 2,511 2,014 2,261 2,215 1,704 1,150 1,801 

Cash & Bank Balance 2,315 4,538 6,086 5,580 6,071 21,799 17,704 28,694 

Loans & Advances 489 80 103 149 153 154 154 154 

Other Current Assets 163 655 682 1,110 1,772 1,819 1,819 1,819 

Current Liab. & Prov.   
     

    

Liabilities 5,866 6,847 9,580 11,690 13,687 16,172 10,915 17,096 

Provisions 1,163 151 210 210 1,830 2,808 2,808 2,808 

Net Current  Assets  -1,302 1,362 -388 -2,275 -4,797 7,007 7,449 13,104 

Application of Funds 23,706 26,815 31,072 37,382 43,977 52,743 57,336 66,925 

E: MOFSL Estimates   
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Financials and valuations 
 

Ratios   
     

    

Y/E March 2015 2016 2017 2018 2019 2020 2021E 2022E 

Basic (INR)   
     

    

EPS  6.3 6.0 8.5 9.4 11.2 16.2 8.9 17.2 

Cash EPS  8.4 8.2 10.9 12.0 14.1 19.8 13.0 21.6 

Book Value 30.0 35.9 41.8 50.2 59.0 72.3 78.9 92.6 

DPS 1.2 1.2 1.7 2.0 2.4 2.8 2.0 3.0 

Payout 19.2 20.0 19.9 21.2 21.4 17.2 22.5 17.4 

Valuation (x)   
     

    

P/E 67.2 70.2 49.3 44.5 37.4 25.9 47.2 24.4 

Cash P/E 50.1 51.1 38.5 34.9 29.8 21.2 32.4 19.5 

EV / EBITDA 37.5 37.4 29.9 25.9 23.0 17.9 28.5 15.1 

EV / Sales 8.0 7.9 7.5 6.3 5.0 4.2 6.3 3.9 

Price / Book Value 14.0 11.7 10.0 8.4 7.1 5.8 5.3 4.5 

Dividend Yield (%) 0.3 0.3 0.4 0.5 0.6 0.7 0.5 0.7 

Profitability Ratios (%)   
     

    

RoE 22.7 18.2 21.0 20.8 20.6 28.3 11.8 20.1 

RoCE  20.1 16.8 19.8 19.6 19.4 27.1 11.4 19.5 

RoIC 27.2 24.6 33.3 38.9 40.4 60.9 21.9 45.1 

Turnover Ratios   
     

    

Debtors (No. of Days) 16 15 17 21 26 33 31 46 

Asset Turnover (x) 1.6 1.5 1.3 1.3 1.4 1.3 0.8 1.1 

Leverage Ratio   
     

    

Net Debt / Equity (x) 0.0 -0.2 -0.2 -0.2 -0.1 -0.4 -0.3 -0.4 

    
     

    
Cash Flow Statement   

     
(INR m) 

Y/E March 2015 2016 2017 2018 2019 2020 2021E 2022E 

OP/(Loss) before Tax 6,490 6,385 8,607 10,325 12,000 14,157 8,336 16,105 

Depreciation 1,487 1,563 1,671 1,813 2,011 2,523 2,849 3,066 

Deferred tax 309 378 156 447 425 -559 0 0 

Direct Taxes Paid -2,113 -2,194 -2,896 -3,617 -4,134 -1,134 -2,106 -4,058 

(Inc)/Dec in Wkg.  Capital 160 -440 3,298 1,382 3,012 3,924 -4,537 5,335 

CF from Op. Activity 6,333 5,691 10,835 10,349 13,315 18,910 4,542 20,447 

(Inc)/Dec in FA & CWIP -2,010 -2,325 -3,499 -5,304 -7,164 -11,123 -7,000 -7,000 

Free Cash Flow 4,323 3,367 7,336 5,045 6,151 7,787 -2,458 13,447 

(Pur)/Sale of  Investments -1,736 317 -4,179 -4,707 -3,963 12,859 0 0 

CF from Inv. Activity -3,746 -2,008 -7,678 -10,011 -11,127 1,736 -7,000 -7,000 

Inc / (Dec) in Debt -1,759 -1,453 0 0 0 0 0 0 

Dividends Paid (incl.tax) -983 -983 -1,310 -1,688 -1,966 -2,293 -1,638 -2,457 

CF from Fin. Activity -2,787 -1,461 -1,609 -844 -1,697 -4,917 -1,638 -2,457 

Inc / ( Dec) in Cash -199 2,223 1,548 -506 491 15,729 -4,096 10,990 

Add: Opening Balance 2,514 2,315 4,538 6,086 5,580 6,071 21,799 17,704 

Closing  Balance 2,315 4,538 6,086 5,580 6,071 21,799 17,704 28,694 

E: MOFSL Estimates 0 0 0 0 0 0   
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N O T E S 
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Explanation of Investment Rating 
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SELL < - 10% 
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