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Bt SENSEX 8 O CMP: INR172 Buy
Bloomberg NTPC IN Year  MetSales PAT*  EPS* EPS P/E P/BV RoE RoCE EV/  EV/
Equity Shares (m) 8,245.5 End= {INEm) (INEm} {INR) Gr.(%) [X) (X) (%) E] S5ales EBITDA
52-Week Range (INR) 195/152 03/1084 463,226 84540 103 47 168 - 141 141

1,6,12 Rel. Perf. (%) -2/5/-2 03/114 548740 79,580 97 59 178 21 122 122 31  12R
M.Cap. (INR b) 1418.2 D3/12E 638430 7R966 96 08 180 1% 112 112 28 126
M.Cap. (USD b) 286 D3/13E 756,527 00,624 110 149 156 18 120 120 26 120

*

Pre Exceptional Earnings; We have factored in RoE gross-up based on MAT wef FY11 onwards

m Adjusted PAT lower than Estimates: During 3QFY12, NTPC reported adjusted PAT at INR21.7b, including benefit
of gross up using corporate tax rate. However, adjusting for the benefit (as we consider the benefit would be
non-recurring in FY13), the PAT for the quarter stood at INR19.4b, lower than our estimate of INR25.4b. Lower
than estimated PAT is due to 1) Higher maintenance related expenses, 2) Lower Incentive income.

® Operating Performance Muted: Coal projects plant load factor (PLF) for the quarter stood lower at 83.6% v/s
87.1% YoY, while plant availability factor (PAF) stood at 85.2% v/s 93.6% YoY. NTPC faced sizable loss of
generation in the quarter owing to grid constraint and fuel availability impacting availability / generation
linked incentives. Management indicated improved fuel availability for the month of January 2011 with PAF
of 92% and expects PAF to improve by 200-250bp QoQ (vs 85.3% in 3QFY12 for coal projects).

m Other takeaways from the concall: i) FY12 capacity addition target maintained at 4.98GW (vs 1.7GW achieved
till date), ii) Commercial capacity addition could be ~2.7GW (1.1GW till date), iii) reported debtor days of 77
days higher due to past dues and recent tariff order approvals, adjusted for the same, recurring debtor days
position comfortable at 56 days (though up from 45 days YoY), IV) Standalone capex target at INR174b, down
from INR264b earlier.

m Cut our earnings estimates: We have cut our earnings estimate for NTPC by ~10% each for FY12/FY13 given
delays in commercialization of capacity, impact on availability/generation linked incentive owing to fuel
supply issues. We now expect NTPC to report EPS of INR9.6/sh in FY12E and INR11/sh in FY13E, Buy.

Quarterly Performance (INR Million)
Y/E March FY1l FY12 FY1l FY12E
10 20 30 40 10 20 30 40E
Sales 129,445 147,526 134965 155.209 141,715 153,775 153,333 189,606 567,145 638,430
Change (%) 18 6.8 207 25.6 9.5 4.2 136 222 224 126
EBITDA 28,056 33,119 36,650 36,428 28.662 32,387 28.564 41,764 134,253 131,377
Change (%) -11.7 31 B9 36.7 2.2 -2.2 -22.1 146 5522 -2.1
As of % Sales 217 224 272 235 202 211 186 220 237 206
Depreciation 5,227 5,063 5,986 §,581 6,411 5,583 7,560 8,178 24,857 28,733
nterest 3,415 3,805 3,247 3,577 3,744 3,312 4496 4048 14233 16,500
Other Income 5,718 5,228 5,688 §,559 3954 10,093 9,121 2621 25,333 37,799
PBT 23,532 30,289 34,106 32,569 28,472 32,586 25,629 37,257 120,496 123,944
Tax 5,113 9,216 10,392 4,750 7,714 2,346 4324 8731 28,470 29,116
Effective Tax Rate (%) 217 304 305 146 271 256 16.9 234 245 235
Reported PAT 18,419 21,073 23,715 27,819 20,758 24,240 21,304 28,526 01,026 04,828
Adjusted PAT 17,062 16,150 20,675 25,693 19,015 13.721 19,378 26,855 79,580 78,968
Change (%) -24.4 -11.9 -11 123 114 -15.0 -6.3 45 -5.9 -0.8

E: MOSL Estimates; # Adj profit based on the calculations provided by the management

Nalin Bhatt (NalinBhatt@MotilalOswal.com); +91 22 39825429
Satyam Agarwal (AgarwalS@MotilalOswal.com) / Vishal Periwal (Vishal.Periwal@MotilalOswal.com)




MoTiLAL OSWAL

NTPC

3QFY12 performance impacted by generation loss, lower availability
®m  During 3QFY12, NTPC reported revenues of INR153b (up 14% YoY), EBIDTA of INR29b

(down 26% YoY) and reported net profit of INR21.3b (down 10% YoY). Reported
PAT includes several extra ordinaries and adjusted PAT as per the company stood
at INR21.7b. However PAT adjusted on account of corporate tax gross up which is
non-recurring in our view as capacity addition gets bunched up in FY13. We thus
calculate adjusted PAT at INR19.4b, lower than our estimate of INR25.4b.
Lower than estimated PAT is due to 1) Higher maintenance related expenses
depressing reported profits, 2) Lower Incentive income as Coal plant PLF for the
quarter stood lower at 83.6% v/s 87.1% YoY and lower Coal plant PAF at 85.2% v/s
93.6% YoY. Gas based project PLF stood at 70.5%, vs 66.3% in 3QFY11. Also, NTPC's
loss of generation due to grid constraint (2.7BUs) and fuel availability (3.8BU, vs
647MUs YoY) was higher steeply impacting generation linked incentives.
We however note that operating performance was impacted largely in October
month owing to several one-off events like Coal India strike, lower production/
dispatch, etc. For the month of November / December, the PLFs for NTPC project
stood at 87%, vs 77.3% in October 2011. Infact, excluding Farakka / Kahalgaon
project (PLF of 72% in Nov/Dec 2011, vs 63% in Oct 2011), the PLFs for other projects
stood above 87%. In our view, the fuel supply issue for NTPC could be medium
term issues, as the logistics constrains are addressed for projects like Farakka/
Kahalgaon, captive mine production begins in CY13 and domestic coal availability
is improved.
Management has indicated improved availability of fuel in January 2011 with
availability factor boosting to 92% (realization of 105% of ACQ qty in Jan-12) and
expect PAF to improve by 200-250bps QoQ (vs 85.3% in 3QFY12 for coal projects).
It is thus crucial to monitor the generation/PLF for the 4QFY12, as higher availability
could boost FY12 PAF factor for NTPC (YTD FY12 at 86.2%, vs FY12 target of 89% in-

line with FY11 target).

PLF impacted by shutdown / lower demand (%)

PAF lower for 2nd consecutive quarter (%)
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Coal project PLFs and PAF decline (%)
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Other takeaways from concall

Reported debtor days at 77, adjusted at 56: As on 3QFY12 its debtors days stood
at 77 v/s 45 YoY, which is partly due to Desu period dues, as well as tariff revision
for its projects. Tariff revision is to be recovered from beneficiaries over six
monthly equal installment and thus, adjusted for both items, the debtor days
stood at 56, representing an increase of 11 days YoY. This is within the prescribed
period of 60 days payment cycle.

Capacity addition target still at 4.98GW, 1.6GW of commercialization over Feb-
Mar-12: NTPC has maintained its capacity addition target for FY12 at 4.9GW, vs
capacity addition of 1.7GW YTDFY12. Similarly, management guided for
commercialization of 1.6GW capacity over the next two months of FY12 (1.1GW
already done), comprising of 500MW each at Jhajjar, Farakka and 660MW at
Sipat. Given the delays and back ended commissioning, we note that there
could be risk of slippages of the capacity to FY13. For FY13, NTPC is targeting to
add 4GW of capacity.

Capex target lowered, “8GW of BTG award possible in 6-9 months time: Given
delay in BTG award and land related issues NTPC has lowered its capex target
for FY12 at INR174b (v/s INR264b earlier). Over Apr/Jan-12 it has incurred capex
of INR92b. On BTG award front, management expect Supreme Court final order
to come out by mid-February (final hearing was over on 11 January 2012) and
could then award the 11 sets of 660MW (5.4GW for NTPC 9 sets) over next 2-3
months. Similarly, NTPC is in the process to invite tender for BTG of 3x800MW
Kudgi and this along with other supercritical units could mean at least 8GW of
order award over next 6-9 months. These awards are critical and successful
project awards will improve visibility for 12th Plan capacity addition targets at
~25GW.

Over the past 3 years, cumulative BTG awards stands at just 3GW, given delays
in bulk tendering. These delays will impact the pace of capacity addition beyond
FY14, as projects under construction of ~12GW will be largely commissioned by
FY14; and new BTG awards in FY12 will contribute to capacity additions only
from end FY15 / FY16 onwards.
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Declining trend of capacity addition, given delays in BTG awards (GW)
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Cut for FY12/FY13 earnings by ~10% each, Maintain Buy:

B We cut our earnings estimate for NTPC by ~10% each for FY12/FY13 given delays in
commercialization of capacity, impact on availability/generation linked incentive
owing to fuel supply issues. We now expect NTPC to report EPS of INR9.6/sh in
FY12E and INR11/sh in FY13E.

m Stock trades at 15.6x FY13E PER and 1.8x P/BV. Buy.
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NTPC: an investment profile

Company description

NTPC is the largest power generator in India with
regulated business model. Company has installed
capacity of 36GW, generating 28-30% of the electricity in
the country. It aims to reach a capacity of 70,000 MW by
the end of FY17. It also intends to venture into related
areas like coal mining, distribution, transmission,
merchant sales, gas exploration, etc.

Key investment arguments

B NTPC's capacity addition to accelerate as 12GW of
projects currently under construction are to be
commissioned over FY12-14E.

B Enjoys significant growth option across entire
spectrum: transmission, distribution, coal mining,
merchant power plants, gas exploration, etc.

B Amongst the best placed power sector player with
regulated return (lower risk on fuel cost/merchant
prices), sizable fuel supply under LT contract and
payment mechanism.

B Growth will not be equity dilutive.

Key investment risks

B Further meaningful delays in capacity commissioning
/ project awards.

B Land acquisition delays for the mining project.

Target price and recommendation

NTPC

m  Fuel supply issues could impact the availability for
the new projects, which is linked indirectly to Coal
India's performance.

Recent developments

m Capex for FY12 lowered to INR174b v/s INR264b
earlier.

® 3QFY12 adjusted Debtor days stood at 56 v/s 45 YoY.

Valuation and view

m  We cut our earnings estimate for NTPC by ~10% each
for FY12/FY13 given delays in commercialization of
capacity, impact on availability/generation linked
incentive owing to fuel supply issues. W now expect
NTPC to report EPS of INR9.6/sh in FY12E and INR11/
shin FY13E.

m  Stock trades at 15.6x FY13E PER and 1.8x P/BV. Buy.

Sector view

B CPSUs are our preferred sectoral theme, given
acceleration in earnings growth and comfortable
valuations. We are Neutral on private IPPs, given our
cautious view on merchant prices. We believe that
SEB finances will witness a gradual improvement
going forward.

EPS: MOSL forecast v/s consensus (INR)

Current Target Upside Reco. MOSL Consensus Variation
Price (INR) Price (INR) (%) Forecast Forecast (%)
172 - - Buy FY12 9.6 11.9 -19.5
FY13 11.0 13.0 -15.3
Stock performance (1 year)
—NTPC Sensex - Rebased
220
Shareholding pattern (%) 200
Dec-11 Sep-11 Dec-10
180
Promoter 84.5 84.5 84.5
160
Domestic Inst 7.9 8.2 8.4
. 140
Foreign 3.8 3.6 34
Jan-11 Apr-11 Jul-11 Oct-11 Jan-12
Others 3.8 3.8 3.7
30 January 2012 5
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Financials and Valuation

Income Statement (INR Million) Ratios

Y/E March 2010 2011  2012E 2013 Y/E March 2010 2011 2012 2013E
Net Sales 463,226 548,740 638,430 756,527  Basic (INR)

Change (%) 10.5 185 16.3 185  EPS (Adjusted) 10.3 9.7 9.6 11.0
Other operating incom 0 0 8,136 5,000 Cash EFs 135 127 13.1 158

BV/Share 757 823 858 94.9
Total Expenditure 339,122 422,897 507,053 600518  DPS 38 a2 a4 42

% of Sales 73.2 77.1 79.4 79.4  Payout (%) 418 4432 aaz 442
EBITDA 124,104 125,848 139,513 161,009  Valuation (x)

Margin (%) 26.8 229 719 213 PfE 17.8 18.0 156
Depreciation 26501 24857 28733 39231 CashP/E 136 132 10.9
EBIT 97,603 100,992 110,780 121,778  P/BV 2.1 19 18
Interest 18,089 21,491 16500 31,897 EV/Sales 3.1 19 26
Other Income - Rec. 29,341 40,905 20,663 26,965 EV/EBITDA 128 126 120
Profit before Tax 108,855 120,496 123,944 116,846 Return Ratios (%)

Current Tax 71,573 29470 29,116 26,150 FRoE 141 122 112 12.0
Deferred Tax 0 1 2 2 RoCE 13.0 133 115 10.6
Tax Rate (%) 19.8 245 735 224
Working Capital Ratios
Reported PAT £7,282 91,025 04,826 900,604 Fixed Asset Turnover 1 0.7 0.8 0.6 0.6
EQ Exp/(Inc) 2,742 11,445 15,860 o Asset Turnover () 05 05 05 05
Adjusted PAT 84,540 79,580 78966 90,694  Debtor (Days) 52 53 45 35

Change (%) a7 5.3 08 149  Inventory (Days) 26 24 25 25

Margin (%) 18.3 14.5 124 120 Waorking Capital Turno 44 4] 16 25
Balance Sheet (INR Million)  Leverage Ratio (x)

Y/E March 2010 2011 2012 20138  Current Ratio 28 27 22 22
Equity Share Capital E2,455  RB1,455 B2 A55 B2 455 Interest Cover Ratic 3.4 47 6.7 5.8
Total Reserves 541719 596,468 640,420 700,065 Debt/Equity 0.6 0.6 0.8 0.9
Net Worth 624,174 678923 731875 782,520
Deferred liabilities 1560 3028 6030 go3p  .Cash Flow Statement (INR Million)
Total Loans 304078 439803 587216 705091 Y/EMarch 2010 2011 2012E  2013E
Capital Employed 1L016.602 1121754 1325120 1494541 OP/iloss)before Tax 108,855 120,49 125984 116,846
Interest 18,089 21491 16500 31,897
Gross Block 668,501 727,552 1,004,078 1278778  cPreciation 26501 24,557 e
less: Accum. Deprn. 320,888 335192 363925 403,156 oot 1axesPaid Lt Y e
Net Fixed Assets 347,613 392,360 640,153 875,622 lc'::]-m E'; n "*:,': 11?32 13:?:;2: liii?; 1;;;;;
_ ram erations iy N >
Capital WIP 321083 382,706 350,633 302895 .o Dpe:].l incl EO Exp. 115542 131,969 173,271 137,688
Investments 148,071 123,448 122,031 118,852
{inc)/dec in FA -101,965 -120,714 -244458 -226,956
Curr. Assets 307546 353968 395995 365846 . oo e ofinvestme 8236 -24623  -1418 3,160
Inventory 33477 36391 43,728 SLBIT - op oo investments 93,729 -145,336 -245.877 -230,125
Account Receivables 66,514 79,243 TR 711 72,544
Cashand Bank Balanc 144505 161,853 184122 144849 . /becin Debt 32292 53912 140,830 118775
Others 62960 76481 83435 96838  pivigend Paid 26,056 -29,438 -30,668 -29,331
Curr. Liability & Prov. 107,581 130,729 183,697 168684 | .. ... 18,089 -21491 -16500 -31897
Account Payables 76,876 103,205 155099 139630 Others -28,081 27,642 1,153 -4,382
Provisions 30705 27524 28539 23058 (F from Fin. Activity -39,934 30,625 94,876 53,165
Net Current Assets 199,065 223,239 212,208 197,162
Appl. of Funds 1,016,692 1,121,753 1,325,120 1,494,581  |1inec of Cash 18121 17,258 22,270 -39.273
E:MOSL Estimates Add: Beginning Balanc 162,716 144595 161853 184,122
Closing Balance 144,595 161,853 184,122 144,849
30 January 2012 6
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NOTES
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