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Equity Research Desk 

Introduction 

Indraprastha Gas Limited (IGL) is a joint venture between 

GAIL (India) Ltd. and BPCL along with Govt of NCT of Delhi. 

The Company is in the City Gas Distribution (CGD) business 

and provides safe and uninterrupted gas supply through its 

extensive distribution network to transportation vehicles 

households, commercial, and industrial consumers. The 

Company’s operations are spread over National Capital 

Territory (NCT) of Delhi, Uttar Pradesh (Noida, Greater Noida, 

Ghaziabad & Hapur, Gurugram, Meerut (EAAA), Shamli, 

Kanpur (EAAA), Fatehpur), Bihar (Muzaffarnagar), Haryana 

(Karnal, Rewari, Kaithal), Himachal Pradesh (Hamirpur) and 

Rajasthan (Ajmer, Pali & Rajsamand). 

Industry Overview 

India’s Energy basket 

Energy is a master resource that can catapult or cripple a 

growing economy. India has set an ambitious target of 

becoming a gas-based economy by increasing its share in 

the primary energy basket from 6% in FY20 to 15% by FY30. 

Natural Gas consumption for FY24 was 182 mmscmd.  

Natural Gas Supply Chain 

The natural gas supply chain can be divided into two sub 

parts: 1) Imported and 2) Domestic, depending on initial 

sourcing. 

Imported Gas Supply Chain 
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Rating TP (Rs) Up/Dn (%)

BUY ON DIPS 575 4

Market data

Current  price Rs 550

Market Cap (Rs.Bn) (Rs Bn)                      385 

Market Cap (US$ Mn)  (US$ Mn)                   4,597 

Face Value Rs 2 

52 Weeks High/Low Rs 559.85 / 375.7

Average Daily Volume ('000) 860                     

BSE Code 532514

Bloomberg IGL.IN

Source: Bloomberg
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% Shareholding Jun-24 Mar-24

Promoters 45.00 45.00

Public 55.00 55.00

Total 100.00 100.00
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Domestic Gas Supply Chain 

 

City Gas Distribution  

The CGD system was introduced 30 years ago to transform 

energy delivery across the country. Government grants 

authorization for laying, building & operating natural gas 

distribution networks to CGD companies for a particular 

geographical area through a bidding process. Once a CGD 

company wins a geographical area, they gain exclusive 

rights to construct a natural gas distribution network. This 

industry has attracted several companies to lay a natural gas 

pipeline network in the last decade. The sector is expected 

to clock a CAGR of 12% from 2020 to 2030. CGD’s share in 

natural gas consumption is about 

Drivers for IGL 

CNG continues to remain major volume contributor (%) for 

IGL 

Majority of the volumes sold is contributed by CNG (~70%), which 

includes sales made via CNG stations either operated by IGL or 

Dealer owned dealer operated or OMCs etc. CNG volume growth 

will be driven by increasing vehicle conversion to CNG as it is more 

economical, cost-effective, and cleaner than other liquid fossil 

fuels such as petrol and diesel. CNG stations have grown at a CAGR 

of 12% from FY19-24 (500 To 882). PNG contributes 25% of the 

volume. DPNG connections have grown at 20% CAGR from FY19-

24 (1.1 Mn To 2.7 Mn). Steel Pipe connections have also grown at 

a 14% CAGR from FY19-24 (13,029 Kms to 25,600 Kms). 

Actively working on exploring alternative fuels 

As a diversification strategy, IGL is working on multiple 

energy sources. They have forayed into EV charging and 

battery swapping stations across Delhi/NCR; they have been 

running a pilot project for Hydrogen CNG in partnership with 

IOCL and have also set up their own Compressed Biogas 

plants. 
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Debt free company and consistent cash flows 

The company maintains a good cash balance of INR 21,490 

Mn. IGL maintains strong financial health and the ability to 

invest in growth initiatives without the burden of debt. This 

positions the company favorably for future expansions and 

resilience against economic downturns. 

 

Q1FY25 Result Update 

QoQ volume declines, YoY growth has slowed 

IGL’s YoY volume grew ~5.3% (8.6 mmscmd vs 8.2 mmscmd 

in Q1FY24) but QoQ volume declined 1% in Q1FY25(8.6 

mmscmd vs 8.7 mmscmd). Going forward, moderate CNG 

prices, normalization of operations and higher conversions 

are likely to deliver relatively better growth, but the sharply 

lower domestic gas allocation to priority segments could 

disrupt margins in the near term. Management guidance of 

~9.5mmscmd exit rate for FY25 implies ~13% volume 

growth over FY24 average volumes of 8.4mmscmd, driven 

by: 1) robust growth +15% at new geographic areas (GAs) 

outside of Delhi-NCR , Delhi -NCR growth +5%, and 2) a 

strong industrial and commercial volume growth 

momentum. 

Margin rises QoQ, YoY declines 

Ebitda margins in INR/SCM – 7.4 vs 6.6 vs 8.6 ( Q1FY25 vs 

Q4FY24 vs Q1FY24)  

IGL has reported EBITDA/scm of INR 7.4/scm,. We note this is still 

lower than FY24 EBITDA/scm of INR 7.7/scm. There has been a 

gradual reduction in domestic gas allocation for priority sectors 

(Q1 estimated at ~70-72%) and IGL meets this shortfall from more 

expensive sources (pricing of USD 11– 12/MMBtu) to sustain 

margins. 

Key downside risks:  

• Larger-than-expected impact of EV policy due to stronger than-

expected success in implementation;  

• Inability to pass on domestic gas price increases; and  

• Sharp decline in petrol/diesel/LPG prices.  

Key upside risks: 

• Higher volumes from new areas;  

• Stronger intercity-led demand for NCR;  

• Sustained decline in spot LNG prices; and  

• Slower implementation of EV policy. 
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Valuation & Outlook 

Revenue has grown at a 3-Year CAGR of 42% and 19% 5-year 

CAGR. The Co. is expected to benefit from the government 

initiatives of cleaner fuel, and FY2030 target of 12 Mn PNG 

connections. The Co. is in a sweet spot to benefit from sector 

tailwinds, supported by strong experienced management 

team, a healthy balance sheet, consistent margins and 

increased volume growth that should support premium 

valuations.  

At CMP of Rs 550 the stock is trading at 17x FY26e 

expected EPS of Rs.32, we maintain our rating to BUY ON 

DIPS with a target price of Rs. 575 (18.5x FY26e EPS ). 
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Disclaimer 

 

Dalal & Broacha Stock Broking Pvt Ltd, hereinafter referred to as D&B 

(CINU67120MH1997PTC111186) was established in 1997 and is an integrated financial services 

player offering an extensive range of financial solutions and services to a wide spectrum of customers 

with varied needs ranging from equities to mutual funds to depository services. 

D&B is a corporate trading member of Bombay Stock Exchange Limited (BSE), National Stock Exchange 

of India Limited (NSE). D&B along with its affiliates offers the most comprehensive avenues for 

investments and is engaged in the securities businesses including stock broking (Institutional and 

retail), depository participant, portfolio management and services rendered in connection with 

distribution of primary market issues and financial products like mutual funds, fixed deposits. Details 

of associates are available on our website i.e. www.dalal-broacha.com 

D&B is registered as Research Analyst with SEBI bearing registration Number INH000001246 as per 

SEBI (Research Analysts) Regulations, 2014.  

D&B hereby declares that it has not defaulted with any stock exchange nor its activities were 

suspended by any stock exchange with whom it is registered in any time in the past. It has not been 

debarred from doing business by any Stock Exchange / SEBI or any other authorities; nor has its 

certificate of registration been cancelled by SEBI at any point of time.  

SEBI and Stock Exchanges have conducted the routine inspection and based on their observations 

have issued advice letters or levied minor penalty on D&B for certain operational deviations in routine 

course of business.  

D&B offers research services to clients as well as prospects. The analyst for this report certifies that 

all of the views expressed in this report accurately reflect his or her personal views about the subject 

company or companies and its or their securities, and no part of his or her compensation was, is or 

will be, directly or indirectly related to specific recommendations or views expressed in this report.  

 

Other disclosures by D&B (Research Entity) and its Research Analyst under SEBI (Research 

Analyst) Regulations, 2014 with reference to the subject company(s) covered in this report-:  

 

D&B or its associates may have financial interest in the subject company. 

 

D&B or its associates do not have any material conflict of interest in the subject company.  

 

The Research Analyst or Research Entity (D&B) has not been engaged in market making activity for 

the subject company.  

 

D&B or its associates may have actual/beneficial ownership of 1% or more securities of the subject 

company at the end of the month immediately preceding the date of publication of Research Report.  

 

Disclosures in respect of Research Analyst: 

 

Whether Research Analyst or his/her relatives have actual/beneficial ownership 

of 1% or more securities of the subject company at the end of the month 

immediately preceding the date of publication of Research Report: 

No 

Whether the Research Analyst or his/her relative’s financial interest in the 

subject company. 

No 

Whether the research Analyst has served as officer, director or employee of the 

subject company 

No 

Whether the Research Analyst has received any compensation from the subject 

company in the past twelve months 

No 

Whether the Research Analyst has managed or co‐managed public offering of 

securities for the subject company in the past twelve months 

No 

Whether the Research Analyst has received any compensation for investment 

banking or merchant banking or brokerage services from the subject company 

in the past twelve months 

No 

Whether the Research Analyst has received any compensation for products or 

services other than investment banking or merchant banking or brokerage 

services from the subject company in the past twelve months 

No 

Whether the Research Analyst has received any compensation or other benefits 

from the subject company or third party in connection with the research report 

No 
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D&B and/or its affiliates may seek investment banking or other business from the company or 

companies that are the subject of this material. Our salespeople, traders, and other professionals 

may provide oral or written market commentary or trading strategies to our clients that reflect 

opinions that are contrary to the opinions expressed herein, and our proprietary trading and investing 

businesses may make investment decisions that may be inconsistent with the recommendations 

expressed herein.  

 

In reviewing these materials, you should be aware that any or all of the foregoing, among other things, 

may give rise to real or potential conflicts of interest including but not limited to those stated herein. 

Additionally, other important information regarding our relationships with the company or companies 

that are the subject of this material is provided herein. This report is not directed to, or intended for 

distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, 

state, country or other jurisdiction where such distribution, publication, availability or use would be 

contrary to law or regulation or which would subject D&B or its group companies to any registration 

or licensing requirement within such jurisdiction. Specifically, this document does not constitute an 

offer to or solicitation to any U.S. person for the purchase or sale of any financial instrument or as an 

official confirmation of any transaction to any U.S. person. Unless otherwise stated, this message 

should not be construed as official confirmation of any transaction. No part of this document may be 

distributed in Canada or used by private customers in United Kingdom. All material presented in this 

report, unless specifically indicated otherwise, is under copyright to D&B. None of the material, nor 

its content, nor any  

 

copy of it, may be altered in any way, transmitted to, copied or distributed to any other party, without 

the prior express written permission of D&B. All trademarks, service marks and logos used in this 

report are trademarks or registered trademarks of D&B or its Group Companies. The information 

contained herein is not intended for publication or distribution or circulation in any manner 

whatsoever and any unauthorized reading, dissemination, distribution or copying of this 

communication is prohibited unless otherwise expressly authorized. Please ensure that you have read 

“Risk Disclosure Document for Capital Market and Derivatives Segments” as prescribed by Securities 

and Exchange Board of India before investing in Indian Securities Market. In so far as this report 

includes current or historic information, it is believed to be reliable, although its accuracy and 

completeness cannot be guaranteed. 
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