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o Cost benefits and strong volume to improve the growth trajectory
The company is well poised for strong growth going ahead Industry Oil & Gas
I The company has robust business prospects with earnings growth likely to be

(o)} strong over the next few years. We believe volume to remain healthy given Sensex 37644
; strong push from the government and better pricing power gives it the leeway to Nifty 11355
L pass on cost hikes. The pricing power has improved with the rise in crude prices Bloomberg Code IGL:IN
O | over the last few months and going ahead healthy earnings growth is expected. Eq. Cap. (INR. Cr.) 140
d We expect EPS CAGR of 13.5% over FY18-20E. Face Value (INR) 5

52-w H/L 345/232

Cost benefits to improve the margins going ahead

The company reported EBITDA margin of 20.7% in Q1FY19, decline of 310bps y-o-
y & 70bps g-o-q due to sharp increase in the cost of natural gas. Domestic gas is Valuation Data

much cheaper than imported gas due to formula based pricing prescribed by the y ! i
government. Imported gas cost has risen this calendar year and is very unlikely to A | AGEL | AChs

Market Cap (INR. Cr.) 20335

see such sharp increases going ahead. However, the company has good pricing P/E (x) 29.1 28.1 23.5

power in the segments it supplies imported gas. We expect EBITDA margins to be P/B (x) 5.4 4.8 a1
_949

around 23-24% by FY20E. EV/EBITDAKX) 171 160 16

Volume growth outlook remains robust going ahead Indraprastha Gas Ltd Vs SENSEX

The company has been also expanding beyond its core market of NCR into new
areas like Rewari. The company has got authorization to develop the CGD 400 -
network in Meerut, Muzaffarnagar and Shamli districts. Besides, the government 350 |
encouragement to use clean fuel and ambitious plans of expanding the CGD
network across many cities in the country. This will aid in visibility and present
good opportunities for seasoned players like Indraprastha gas and will improve

the volume growth in the long run. 100 1

50 -
Valuations 0 R N S —
Indraprastha Gas Ltd being the near monopoly supplier of CNG to vehicles and ﬁ 5 f :; i “:’ 'f, ':; E, E f 2; E,
PNG to households in areas around Delhi, we believe the company has strong f fo, % % i § 2 % i § % % f
growth triggers going ahead and is placed in a sweet spot. We expect R M o W A

Revenue/EBITDA/PAT to grow at a CAGR of 11%/16%/14% over FY18-20E driven . .
by strong volume growth. With natural gas based fuels becoming more cost Shareholding Pattern (in %)

competitive in the wake of rising prices of competitive fuels, vehicle conversion Jun’18 | Mar’18 | Jun’17
to CNG and households shifting to PNG in Delhi and surrounding areas should Promoters 45.00 45.00 45.00
pick pace. The Delhi government’s plans to add city bus fleet should also boost Flls 20.36 21.55 24.31
the demand of CNG. Dlis 17.72 1618 1431
At the (.IMP of INR 290 thg stock trades at 12.6x FY.ZOE EBITDA of INR 1488 crore. Retail 16.91 17.28 16.38
We assign a forward multiple of INR 17.1x and arrive at a target price of INR 384 Total 100.0 100.0 100.0

per share, thereby, representing an upside of 37.8% from current valuations.

Financial Snapshot

(INR Crores) | FY16 | FY17 | FY18 | FY19E | FY20E
Net Sales 3,686 3,815 4,534 5,019 5,603
Growth% 3% 19% 11% 12%
EBITDA 775 964 1,114 1,209 1,488
Growth% 24% 16% 9% 23%
PAT 458 606 671 723 865
Growth% 32% 11% 8% 32%
EPS (INR) 6.5 8.7 9.6 10.3 12.4
P/E (x) 17.4 23.2 29.1 28.1 23.5
P/B (x) 31 4.7 5.4 4.8 4.1
EV/EBITDA(x) 9.7 14.0 17.1 16.0 12.6
Source: NSPL Research
* Read last page for disclaimer & rating rationale
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Q1FY19 Result Analysis

(INR Crores) Q1FY18 Q4FY18

Net Sales 1287 1038 1214 24.1% 6.0%
COGS 742 549 677 35.2% 9.6%
Employee Expenses 31 25 28 23.9% 12.4%
Other Expenses 219 187 218 17.6% 0.7%
Total Expenses 992 760 923 30.5% 7.5%
EBITDA 295 277 291 6.4% 1.3%
Depreciation 47 44 47 7.7% 0.5%
Other Income 26 18 27 46.8% -1.8%
EBIT 274 251 271 9.0% 1.1%
Finance Cost 1 0 1 55.6% -8.2%
PBT 273 251 270 9.0% 1.1%
Taxes 98 90 96 8.8% 1.9%
Net Profit 176 161 175 9.1% 0.7%
EPSin INR 2,51 231 2.50 8.7% 0.4%

* The company’s revenue recorded growth of 24.1% y-o-y & 6.0% g-0-q to INR 1287 crore in Q1FY19.

* EBITDA recorded growth of 6.4% y-o-y & 1.3% g-o-q to INR 295 crore. EBITDA margins stood at 22.9% in Q1FY19 as
compared to 26.7% in Q1FY18 and 24.0% in Q4FY18. Contraction in EBITDA margins in Q1FY19 was to the tune of 380 bps
owing to increase in cost of gas which grew by 35.2% y-o-y to INR 742 crore.

¢ Employee expense recorded growth of 23.9% y-o-y & 12.4% g-o-q to INR 31 crore.

e Other expenses recorded growth of 17.6% y-o-y & 0.7% g-o0-q to INR 219 crore.

¢ Taxrate for Q1FY19 stood at 35.7%.

e PAT recorded growth of 9.1% y-o-y & 0.7% g-0-q to INR 176 crore. PAT margins stood at 13.7% in Q1FY19 as compared to
15.5% in Q1FY18 and 14.4% in Q4FY18.

Volume Split | Q1FY19 | Q1FY18 | Y-0-Y
CNG (Million Kg) 273 248 10%
PNG

Industrial/Commercial (Million SCM) 58 45 29%
Domestic (Million SCM) 27 24 10%
NG (Million SCM) 44 40 10%
Total PNG (Million SCM) 129 109 18%
Total PNG & CNG (Million SCM) 505 446 13%
Total (MMSCMD) 6 5 13%
Sales Value (INR Crores) | Q1FY19 | Q1FY18 | Y-o-Y
CNG 1076 889 21%
PNG 342 256 34%
Total 1418 1145 24%

Source: Company, NSPL Research

* CNG volumes for Q1FY18 grew by 10% y-o-y to 273 million kg.

* Industrial PNG volumes grew strongly by 29 y-o-y to 58 million SCM. Domestic and NG each recorded growth of 10% y-
0-y to 27 million SCM & 44 million SCM respectively in Q1FY19.

* Total PNG volumes grew by 18% y-o-y to 129 million SCM in Q1FY19.

* Total volumes (PNG+CNG) grew by 13% y-o-y to 505 million SCM in Q1FY19.

* Total gross sales value during Q1FY19 stood at INR 1418 crore as compared to INR 1145 crore in Q1FY18, thereby,
recording a growth of 24% y-o-y. Product wise, CNG recorded sales of INR 1076 crore in Q1FY19 as compared to INR 889
crore, thereby, recording a growth of 21% y-o-y and PNG recorded sales of INR 342 crore in Q1FY19, showing an
impressive growth of 34%. The increase in turnover is due to the increase in the total sales quantity by 13% and increase
in average sales price of CNG and PNG segment by 10%.
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Profit & Loss (INR Crores) FY16 FY17 | FY18 | FY19E FY20E
Net sales 3,686 3,815 4,534 5,019 5,603
COGS 2,276 2,084 2,491 2,762 2,917
Employee Expenses 78 92 106 126 142
Other Expenses 557 676 823 922 1,055
EBITDA 775 964 1,114 1,209 1,488
D&A 156 167 181 189 232
Other income 24 46 102 105 89
EBIT 643 843 1,035 1,125 1,345
Interest Expense 10 1 2 1 -
PBT 687 904 1,033 1,125 1,345
Tax 229 298 362 401 480
PAT 458 606 671 723 865
EPSin INR 6.5 8.7 9.6 10.3 12.4

Balance Sheet (INR Crores) FY16 FY17 FY18 FY19E FY20E
140 140 140 140 140

Share Capital
Reserves & Surplus 2,430 2,872 3,507 4,070 4,775
Shareholder's Funds 2,570 3,012 3,647 4,210 4,915
Employee benefit obligation 15 20 13 14 16
Deferred tax liabilities 179 202 260 260 260
Total Non-current liabilities 193 223 273 274 276
Trade payables 161 274 339 375 396
Other financial liabilities 494 649 798 883 986
Employee benefit obligation 1 1 1 1 1
Other current liabilities 29 35 39 143 160
Current liabilities 685 959 1,176 1,403 1,543
Total Equity and Liabilities 3,449 4,193 5,096 5,887 6,734
Fixed Assets 2,003 2,103 2,416 2,685 2,914
Capital work in progress 267 352 436 403 403
Intangible assets 16 14 16 16 15
Investments 327 366 426 415 435
Loans — Security deposits 6 8 8 8 9
Income tax assets 7 2 15 15 15
Other non current assets 11 18 46 46 51
Total Non-current Assets 2,638 2,863 3,364 3,587 3,842
Inventories 58 52 52 69 72
Current Investments - 418 890 934 981
Trade receivables 251 201 226 250 279
Cash and cash equivalents 453 126 153 596 1,102
Other bank balance - 483 354 388 388
Loans 2 2 6 7 8
Other financial assets 15 21 28 31 34
Other current assets 31 27 22 25 27
Total Current Assets 811 1,330 1,732 2,300 2,892
Total Assets 3,449 4,193 5,096 5,887 6,734

Source: NSPL Research
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Cash Flow (INR Crores) | 6 | iz | FY18 | evise | Fv2oe
PBT 687 904 1,033 1,125 1,345
Operating profit before working capital changes 781 972 1,216 1,314 1,577
Operating profit after working capital changes 841 1216 939 1451 1627
Less income tax paid -187 -269 -362 -401 -480
Cash Flow from Operating 653 948 578 1050 1147
(Incr)/ Decr in Gross PP&E -232 -271 -315 -458 -461
Purchase of long term investment -10 0 -60 11 -20
Cash Flow from Investing -175 -1114 -375 -446 -481
Dividend paid -101 -160 -173 -160 -160
Finance costs -10 -1 -2 -1 0
Cash Flow from Financing -256 -161 -175 -161 -160
Incr/(Decr) in Balance Sheet Cash 223 -328 28 443 506
Cash at the Start of the Year 231 453 126 153 596
Cash at the End of the Year 453 126 153 596 1102
RATIOS | e | 17 | FY18 | evase | Fvaoe
Profitability
Return on Assets(%) 13.3% 14.5% 13.2% 12.3% 12.8%
Return on Capital (%) 24.1% 26.5% 25.6% 24.2% 25.6%
Return on Equity (%) 17.8% 20.1% 18.4% 17.2% 17.6%
Margin Trend
Gross Margin (%) 34.7% 41.0% 40.7% 40.7% 43.4%
EBITDA Margin (%) 19.1% 22.8% 22.2% 21.8% 24.0%
Net profit Margin (%) 11.3% 14.4% 13.4% 13.0% 14.0%
Liquidity
Current ratio 1.2 1.4 1.5 1.6 1.9
Quick ratio 1.0 1.3 1.4 1.5 1.8
Debtor days 23 17 16 16 16
Inventory days 9 9 8 9 9
Creditor days 26 48 50 50 50
Working capital days 6 -22 -25 -24 -24
Solvency
Total Debt / Equity 0.0 0.0 0.0 0.0 0.0
Interest coverage 62 658 552 0.0 0.0
Valuation Ratios
EV/EBITDA 9.7 14.0 17.1 16.0 12.6
P/E 17.4 23.2 29.1 28.1 23.5
P/B 3.1 4.7 5.4 4.8 4.1
Source: NSPL Research
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Date 7 CMP (INR) 7 Target Price (INR) 7 Recommendation Strong Buy  More than 15%
August 13, 2018 290 384 Strong Buy Buy 5% - 15%

Hold 0-5%

Reduce -5%-0

Sell Less than -5%

Disclaimer:

This report has been prepared by Nalanda Securities Pvt. Ltd(“NSPL”) and published in accordance with the provisions of Regulation 18 of the Securities and Exchange Board of
India (Research Analysts) Regulations, 2014, for use by the recipient as information only and is not for circulation or public distribution. NSPL includes subsidiaries, group and
associate companies, promoters, directors, employees and affiliates. This report is not to be altered, transmitted, reproduced, copied, redistributed, uploaded, published or made
available to others, in any form, in whole or in part, for any purpose without prior written permission from NSPL. The projections and the forecasts described in this report are
based upon a number of estimates and assumptions and are inherently subject to significant uncertainties and contingencies. Projections and forecasts are necessarily speculative
in nature, and it can be expected that one or more of the estimates on which the projections are forecasts were based will not materialize or will vary significantly from actual
results and such variations will likely increase over the period of time. All the projections and forecasts described in this report have been prepared solely by authors of this report
independently. None of the forecasts were prepared with a view towards compliance with published guidelines or generally accepted accounting principles.

This report should not be construed as an offer to sell or the solicitation of an offer to buy, purchase or subscribe to any securities, and neither this report nor anything contained
therein shall form the basis of or be relied upon in connection with any contract or commitment whatsoever. It does not constitute a personal recommendation or take into
account the particular investment objective, financial situation or needs of individual clients. The research analysts of NSPL have adhered to the code of conduct under Regulation
24 (2) of the Securities and Exchange Board of India (Research Analysts) Regulations, 2014. The recipients of this report must make their own investment decisions, based on their
own investment objectives, financial situation or needs and other factors. The recipients should consider and independently evaluate whether it is suitable for its/ his/ her/their
particular circumstances and if necessary, seek professional / financial advice as there is substantial risk of loss. NSPL does not take any responsibility thereof. Any such recipient
shall be responsible for conducting his/her/its/their own investigation and analysis of the information contained or referred to in this report and of evaluating the merits and risks
involved in securities forming the subject matter of this report. The price and value of the investment referred to in this report and income from them may go up as well as down,
and investors may realize profit/loss on their investments. Past performance is not a guide for future performance. Actual results may differ materially from those set forth in the
projection.

Except for the historical information contained herein, statements in this report, which contain words such as ‘will’, ‘would’, etc., and similar expressions or variations of such
words may constitute ‘forward-looking statements’. These forward-looking statements involve a number of risks, uncertainties and other factors that could cause actual results to
differ materially from those suggested by the forward-looking statements. Forward-looking statements are not predictions and may be subject to change without notice. NSPL
undertakes no obligation to update forward-looking statements to reflect events or circumstances after the date thereof. NSPL accepts no liabilities for any loss or damage of any
kind arising out of use of this report.

This report has been prepared by NSPL based upon the information available in the public domain and other public sources believed to be reliable. Though utmost care has been
taken to ensure its accuracy and completeness, no representation or warranty, express or implied is made by NSPL that such information is accurate or complete and/or is
independently verified. The contents of this report represent the assumptions and projections of NSPL and NSPL does not guarantee the accuracy or reliability of any projection,
assurances or advice made herein. Nothing in this report constitutes investment, legal, accounting and/or tax advice or a representation that any investment or strategy is suitable
or appropriate to recipients’ specific circumstances. This report is based / focused on fundamentals of the Company and forward-looking statements as such, may not match with
a report on a company’s technical analysis report. This report may not be followed by any specific event update/ follow-up.

Following table contains the disclosure of interest in order to adhere to utmost transparency in the matter;

Disclosure of Interest Statement

. NSPL is a Stock Broker registered with BSE, NSE and MCX - SX in all the major segments
viz. Cash, F & O and CDS segments. Further, NSPL is a Registered Portfolio Manager and
is registered with SEBI

. SEBI Registration Number: INH000004617
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