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 2QFY13 recurring PAT in line with estimate: During 2QFY13, NTPC's adjusted PAT stood at INR20.5b, which

however includes INR2b benefit from tax gross-up using the full tax rate. We were not assuming the benefit

on this front and thus PAT excluding the tax benefit at INR18.6b was in line with our estimate. However, the

PAT growth in 2Q was led by higher other income at INR10.5b v/s our estimate of INR7.5b, as operational

performance was muted due to planned maintenance shutdown.

 2QFY13 operational parameters muted, Oct-12 generation looks up: PAF for coal projects in 2QFY13 was lower

by ~330bps YoY. However, management indicated improved operating performance in Oct (till 24th) and

remains confident of achieving better PAF/PLF in 2HFY13.  For the period till October 24, 2012, PAF for coal-

based project stood at 82% v/s 74% in the same period last year and generation growth at 15.6% YoY. During

1HFY13, company commissioned 2.2GW capacity and commercialized 2.8GW capacity, an improvement over

the past few years. NTPC's commercialized capacity is looking up and this along with generation growth

would be a key driver of earnings growth, in our view.

 Commercialization improves, FY13-15E could see addition/commercialization of 9.7/14GW: For FY13E, NTPC

expects to achieve a capacity addition target of 4.2GW (2.2GW already done), while it aims to achieve 14GW

of capacity addition in the 12th Plan period on firm basis and additional 2.6GW (Meja/Solapur) being targeted

on best effort basis. Projects under construction stood higher at 16.6GW v/s 12GW QoQ.

 Valuation and view: Over FY12/14, we expect NTPC's earnings to post a CAGR of 20%. We expect net profit of

INR95b (up 19% YoY) in FY13E and INR115b in FY14E (up 22% YoY). Stock trades at a PER of 12x and P/BV of 1.6x

FY14E basis, respectively. Maintain Buy with a target price of INR191.
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2QFY13 recurring PAT in line with estimate
 During 2QFY13, NTPC reported net sales at INR161b (up 5% YoY), EBITDA at INR42b

(up 30% YoY) and PAT at INR31.5b. Reported PAT includes several adjustments viz.

a) prior period sales of INR10.2b and b) FERV gain of INR202m stood as also interest

on IT refund etc. Management indicated adjusted PAT at INR20.5b. However, the

adjusted PAT includes an INR2b gain on tax gross-up using the full tax rate. As we

were not factoring the same, recurring PAT at INR18.6b was in line with our

estimate.

 However, PAT growth was driven by higher other income at INR10.5b YoY (INR8.8b

QoQ) v/s our estimate of INR7.5b, as operational performance for NTPC was

partially impacted due to a planned maintenance shutdown.

2QFY13 operational parameters muted, October 2012 performance looks up
 For 2QFY13, NTPC reported generation at 53BUs (up 3% YoY; 1QFY13 generation

grew by 8% YoY), of which coal project generation grew at 5% YoY (1QFY13 at 8%

YoY), while gas plant generation declined by 6% (1QFY13 at 3% YoY). Generation

largely grew due to higher capacity additions, while PLF remained muted.

 Average coal plant PLF for 2QFY13 stood at 74.9% (v/s 78.3% YoY and 86% QoQ). On

a higher installed capacity base, coal plant PAF for the quarter stood at 80.1% v/s

83.4% YoY, gas plant PAF stood at 90.2% v/s 92.3% YoY. Management aims to maintain

PAF in FY13 at least at FY12 levels (88.4%) as PAF improves in 2H. Plant availability

in 2Q was impacted due to a maintenance shutdown, despite an improvement in

the fuel supply situation.

 Fuel receipt for 2QFY13 stood at 33.5m tons, up 17.6% YoY. Of this, domestic coal

receipt was up by 24.5% YoY to 32m tons, while imports were lower by 46% YoY to

1.5m tons. The decline in imports were due to pricing issues. NTPC has already

placed an order to import 5.25m tons of coal and is expecting to award an additional

7m tons tender within a month. ACQ materialization for the quarter stood at 104%

v/s 89% YoY.

 Management indicated that operational performance has improved in October

2012. NTPC's overall generation growth stood at 11.6% YoY till October 24, 2012;

for the same period, coal projects' generation was up 15.7% YoY. PAF for the period

stood at 82.10%, v/s 74% in the same period last year.

PAF: 2QFY13 Operating parameters PLF: Stood muted owing to plant 2QFY13 Generation
impacted (%) maintenance shutdown growth at 4% YoY
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Commercialization improves, FY13-15E to see strong addition/
commercialization
 During 1HFY13, NTPC commissioned 2.2GW capacity (500MW Mauda-I, 500MW

Rihand-I, 500MW Vindhayachal-I and 660MW Sipat-III) and commercialized 2.8GW

capacity (500MW Farakka, 660MW Sipat-II, 660MW Sipat-III, 500MW Simhadri and

500MW Jhajjar JV). This is much better given the 2.8GW of capacity additions and

1.2GW of commercialization in full year FY12. In 2QFY13, company commercialized

1.1GW and thus reduced the gap between commissioned and commercialization

to 2GW v/s 3.2GW QoQ.

 For the 12th Plan period, company is targeting to add 14GW on a firm basis and

additional 2.6GW (Meja/Solapur) on best effort basis. Projects under construction

stood higher at 16.6GW v/s 12GW QoQ . We note that the 12th Plan addition target

(incl 2.6GW) is 85% higher than NTPC's achievements in the 11th Plan period.

Company noted that the 11th Plan capacity additions saw delays and thus expects

the 12th Plan capacity additions to be front-ended with additions of ~10GW over

FY13-15.

Valuation and view
 Over FY12/14, we expect NTPC's earnings to post a CAGR of 20%. We expect net

profits of INR95b (up 19% YoY) in FY13E and INR115b in FY14E (up 22% YoY).

 The stock trades at PER of 12x and P/BV of 1.6x FY14E basis, respectively. Maintain

Buy with a target price of INR191.

Quarterly capacity commissioned: Quarterly capacity Yearly Addition: Expected to
1HFY13 at 2,160MW commercialized: 1HFY13 at 2,820MW add 9.7GW over FY13E/15E (GW)

Source: Company, MOSL
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Company description
NTPC is the largest power generator in India with an

installed capacity of 39.2GW and contributes ~30% of

the electricity generation in India. It aims to add 14GW

in the 12th Plan v/s ~9GW addition in the 11th Plan

period. Company has also ventured into related areas

like coal mining, distribution, transmission and gas

exploration.

Key investment arguments
 NTPC plans to commission 14GW of capacity in the

12th Plan (11.9GW remaining). Similar capacity is

planned for the 13th Plan at 14.7GW, of which 4.8GW

is already under construction and balance under

project award. This provides strong visibility for

growth.

 Company's plant availability factor (PAF) has been

consistently above 90%, while lower demand

impacted PLF. Base RoE recovery is linked to PAF

and is thus assured.

 Strong operating cash flow and cash equivalent of

INR178b (FY12) would support its expansion plans

and thus growth would not be equity dilutive.

 Higher generation growth led by improved domestic

coal supply and demand from Discoms would drive

core earnings, incentives.

Key investment risks
 NTPC witnessed meaningful delays in capacity

commissioning/project awards in the past.

Shareholding pattern (%)
Sep-12 Jun-12 Sep-11

Promoter 84.5 84.5 84.5

Domestic Inst 7.7 7.8 8.2

Foreign 4.0 4.0 3.6

Others 3.8 3.7 3.8

NTPC: an investment profile

Stock performance (1 year)

EPS: MOSL forecast v/s consensus (INR)
MOSL Consensus Variation

Forecast Forecast (%)

FY13 11.5 12.3 -6.4

FY14 14.0 13.6 3.1

Continued delays could limit upfront earnings

growth.

 Lower demand/back-down from SEBs may impact

the company's generation incentives.

 Delay in restoration of coal mine may impact NTPC's

diversification policy of coal sourcing.

Recent developments
 During 2QFY13, generation grew 3.7% YoY and

domestic coal receipt stood higher by 23% YoY led

by higher materialization of ACQ coal at 103% v/s

87% YoY.

 2QFY13 PAF for coal plants stood at 80.1% (v/s 83.4%

YoY).

 NTPC's cumulative capex on all mine projects stands

at INR9.6b.

Valuation and view
 Over FY12/14, we expect NTPC earnings to post a

CAGR of 20%. We expect net profits of INR95b (up

19% YoY) in FY13E and INR115b in FY14E (up 22% YoY).

 Stock trades at PER of 12x and P/BV of 1.6x FY14E

basis, respectively. Buy with a TP of INR191.

Sector view
 The power sector has begun to witness several

initiatives by authorities to address concerns on

SEBs, fuel supply pacts and PPAs. It would however

take a while before clarity on several issues

emerges. In this environment, we continue to prefer

CPSUs which are relatively better-positioned on

these fronts.

Target price and recommendation
Current Target  Upside Reco.

Price (INR) Price (INR)  (%)

169 191 13.0 Buy
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