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 2QFY13 operational results in line; reported PAT boosted by other income: For 2QFY13, Power Grid Corp of

India’s (PGCIL) adjusted PAT stood at INR10.6b v/s our est of INR9.4b, partly led by a higher other income at

INR1.6b v/s our est of INR650m. Higher other income could have been led by interest income on delayed

tariff order and dividend income. Capitalization for the quarter stood at INR26.6b, lower than our estimate of

INR35b, while capex stood at INR41b v/s our est of INR35b.

 Cumulative Investment approval at ~INR850b and order award at ~INR750b: Investment approvals in 2QFY13

stood at INR34b v/s INR77b YoY and cumulative investment approvals for 12th plan stood at ~INR850b. Order

awards picked up in 2QFY13 and stood at INR74b v/s INR36b YoY and cumulative order awards for 12th plan

stood at ~INR750b. Company's outstanding debtors stood at INR27b v/s INR23b in FY12. Debtors outstanding

for more than 60 days need to be noted (1QFY13 was INR2.4b, representing ~8 days over the billing cycle).

 FY13 capitalisation target of INR200b+, achieved 1/3rd by 1HFY13: PGCIL has capitalisation target of INR200b+

in FY13 and has achieved 1/3rd of the target till 1HFY13 at INR68b. We assume capitalisation of INR170b and

capex of INR190b for FY13. PGCIL plans to maintain CWIP in FY13 at FY12 levels (INR155b as in March 2012).

Thus, ramp-up in capitalisation in 2H would hold the key. Noting 2HFY12’s capitalisation (2HFY12 capitalisation

was INR100b), we assume that our capitalisation target of INR170b for FY13 is possible.

 RAB over FY12/14E expected to clock CAGR of 26%: We expect the company’s regulatory asset base (RAB) to

increase from ~INR178b as in March 2012 to INR282b by FY14E (up 1.6x), as projects of ~INR350b are

commissioned and capitalized in this period. This would lead to corresponding increase in regulatory returns.

 Valuation and view: We expect PGCIL to report a net profit of INR41b in FY13E (up 23% YoY) and INR49b in

FY14E (up 20% YoY). The stock trades at 11x FY14E PER and 1.8x P/B. Maintain Buy.
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2QFY13 operational results in line, reported PAT boosted by other income
 For 2QFY13, PGCIL reported revenues of INR31b (up 36% YoY), EBIDTA of INR27b

(up 41% YoY) and net profit of INR11.3b. PAT adjusted on account of FERV gain of

INR1.05b and prior period adjustment of INR140m stood at INR10.6b v/s our est of

INR9.4b. This is partly led by higher other income at INR1.6b, v/s our est of INR650m.

Higher other income could have been led by interest income on delayed tariff

order, dividend income etc. Short term open access income for 2QFY13 stood at

INR1.1b, flat YoY.

 Capitalization for the quarter stood at INR26.6b, lower than of our estimate of

INR35b. Capex for the quarter stood at INR41b v/s our est of INR35b. PGCIL plans

to maintain CWIP in FY13 at FY12 levels (INR155b as in March 2012) and thus ramp-

up in capitalisation in 2H would thus hold the key. We note that 2HFY12

capitalisation for PGCIL stood at INR100b and assume that our capitalisation target

of INR170b is possible.

 Investment approvals in 2QFY13 stood at INR34b v/s INR77b YoY and YTDFY13 (till

Oct) it stood at INR86b v/s INR107b YoY. Cumulative investment approvals stood

at ~INR850b. Order awards picked up in 2QFY13 as stood at INR74b v/s INR36b YoY.

For YTDFY13 (till Oct), order awards stood at INR100b v/s INR80b YoY; cumulative

order awards stood at ~INR750b.

 Company's outstanding debtors as at 2QFY13 stood at INR27b v/s INR23b as at

FY12. Debtors outstanding for more than 60 days need to be noted (1QFY13 was

INR2.4b, representing ~8 days over the billing cycle).

FY13 capitalisation target of INR200b+, achieved 1/3rd by 1HFY13
 PGCIL has a capitalisation target of INR200b+ in FY13E and has achieved 1/3rd of

the target till 1HFY13 (INR68b). We assume capitalisation of INR170b and capex of

INR190b for FY13E.

 We expect company's RAB to increase from ~INR178b as in March 2012 to INR282b

by FY14E (up 1.6x), as projects of ~INR350b are commissioned and capitalized in

this period. This would lead to corresponding increase in regulatory returns.

1HFY13 capitalization at INR68b (INR b) 1HFY13 capex at INR71b (INR b) RAB would increase to INR282b (INR b)

Source: Company, MOSL
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Consultancy div. EBIT and margins (INR m) Telecom business revenue/profitability (INR m)

Source: Company, MOSL

Segmental results: Consultancy division order book at 50x+
 Consultancy division reported revenues of INR678m (down 7% YoY), while Telecom

business revenue stood at INR611m (up 20% YoY). As on 1QFY13 PGCIL has

consultancy division order book of INR155b (INR128b of domestic orders and

INR27b International orders) and thus bill to book order book stands high at 50x+.

 PBT for consultancy division stood at INR401m (up 22% YoY), and EBIT margins

have increased to 59% (v/s 49% YoY). For Telecom division, PBT for the quarter

stood at INR183m (up 9% YoY).

Valuation and View
 We expect PGCIL to report a net profit of INR41b in FY13E (up 23% YoY) and INR49b

in FY14E (up 20% YoY). The stock trades at 11x FY14E PER and 1.8x P/B.  Maintain

Buy.
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Company description
PGCIL is a central transmission utility (CTU) with a mini-

navratna status, which owns and operates most of

India's inter-state and inter-regional power

transmission system. It has been identified as a nodal

agency by the government to set up inter-regional

transmission capacity in India.

Key investment arguments
 CERC has approved setting up of nine high speed

transmission corridors (HSTCs) at a cost of INR581b,

thus significantly improving company's business

visibility.

 PGCIL's RAB is set to increase from ~INR178b as in

March 2012 to INR282b by FY14E (CAGR of 26%), as

projects of ~INR350b are commissioned and

capitalized in this period. This shall lead to

corresponding increase in regulatory returns.

 Management has guided for capex worth INR1t in

the 12th F ive Year Plan, which would drive

company's earnings.

Key investment risks
 Significant delay in project execution due to delay

in obtaining right of way.

 Continued delays in generation projects may slow

down PGCIL's growth momentum.

Recent developments
 1HFY13 capitalization stood at INR68b (achieved 1/

3rd of FY13 target).

 1HFY13 capex stood at INR71b (FY13 target of

INR200b)

Valuation and view
 We expect PGCIL to report a net profit of INR41b in

FY13E (up 23% YoY) and INR49b in FY14E (up 20%

YoY). The stock trades at 11x FY14E PER and 1.8x P/B.

Maintain Buy.

Sector view
 Power sector has begun to witness several

initiatives by authorities to address concerns on

SEBs, fuel supply pacts and PPAs. However, it would

take some time before clarity on several issues

emerges. In this environment, we continue to

prefer CPSUs which are relatively better-positioned

on these fronts.

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

Promoter 69.4 69.4 69.4

Domestic Inst 7.5 7.8 8.3

Foreign 13.9 13.1 13.3

Others 9.2 9.7 9.0

Power Grid Corporation: an investment profile

Stock performance (1 year)

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

Forecast Forecast (%)

FY13 8.8 8.6 2.9

FY14 10.6 10.0 6.8

Target price and recommendation
Current Target  Upside Reco.

Price (INR) Price (INR)  (%)

117 - - Buy
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Financials and Valuation
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