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Reliance Power and Reliance
Infrastructure

RELI transfers 433MW of operating capacity to
Reliance Power - ALERT

* RELI to sell 433MW of operating capacity to RPWR for an

enterprise value of Rs10.95B. The projects include three combined
cycle gas based plants: 220MW at Samalkot (AP), 165 MW at Kochi
(Kerala) and 48MW at Zuarinagar (Goa). All the three plants sell their
output to State Electricity Boards at regulated rates. However, RELI
continues to retain its 500MW Dahanu plant which supplies power to its
licensed area of Mumbai.

RPWR bought it cheap, RELI sold it cheap, in our view: The EV of
Rs10.95B includes debt of around Rs6.6B, in our estimate. The equity
valuation of Rs4.4B implies P/B of just 0.8x, assuming total investment
of RsA0M per MW and 30% funded via equity. Prima facie, this
compares unfavourably with the P/B multiple of IPP universe. The age
of the plants (5-6 years, vs remaining useful life of 10-12 years), coupled
with regulated nature of assets might have partly contributed to the
discount. In our SOP, we assign a combined value of Rs9.2B (3% of
RELI’s SOTP value of Rsl,415/share) for these IPPs, implying a P/B of
just under 2x.

RPWR to gain scale, access to land for potential gas-based capacity
build-out: With the inclusion of these three plants, RPWR's operating
capacity will increase to 1GW including 600MW a Rosa. Moreover,
with land available at these sites for at least 1GW of additional projects,
and given RPWR's balance sheet size, an expansion at these facilities is
imminent, in our view. Samalkot is already served by a gas pipeline
while Kochi currently does not have one. If RPWR receives gas
alocation from Reliance Industries, it could complete these expansions
in amatter of 2-2.5 years, in our estimate.

- Improved performance of the three plants due to gas availability: In
FY 10 Samalkot reported PLF of 93% vs. 53% in FY 09; Goa at 88% vs.
80%; while Kochi operated at a60.5% PLF in FY Q9. In our view, the
three plants generated Rs3.1B of EBITDA in FY 10 (27% of RELI’s
consol EBITDA).
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Analyst Certification:

The research analyst(s) denoted by an “AC” on the cover of this report certifies (or, where multiple research analysts are primarily
responsible for this report, the research analyst denoted by an “AC” on the cover or within the document individually certifies, with
respect to each security or issuer that the research analyst coversin this research) that: (1) all of the views expressed in this report
accurately reflect his or her personal views about any and all of the subject securities or issuers; and (2) no part of any of the research
analyst’s compensation was, is, or will be directly or indirectly related to the specific recommendations or views expressed by the
research analyst(s) in this report.

Important Disclosures

e Client of the Firm: Reliance Infrastructure Ltd is or wasin the past 12 months a client of JPM S|; during the past 12 months, JPM S|
provided to the company non-investment banking securities-related services and non-securities-related services.

e Non-Investment Banking Compensation: JPMSI has received compensation in the past 12 months for products or services other
than investment banking from Reliance Infrastructure Ltd.
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Break in coverage Mar 07, 2004 - Aug 30, 2004. This chart shows J.P. Morgan's continuing coverage of this stock; the
current analyst may or may not have covered it over the entire period.
J.P. Morgan ratings: OW = Overweight, N = Neutral, UW = Underweight.
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Initiated coverage Jun 23, 2008. This chart shows J.P. Morgan's continuing coverage of this stock; the current analyst
may or may not have covered it over the entire period.

J.P. Morgan ratings: OW = Overweight, N = Neutral, UW = Underweight.
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Explanation of Equity Resear ch Ratings and Analyst(s) Coverage Univer se:

J.P. Morgan uses the following rating system: Overweight [Over the next six to twelve months, we expect this stock will outperform the
average total return of the stocksin the analyst’s (or the analyst' steam’s) coverage universe.] Neutral [Over the next six to twelve
months, we expect this stock will perform in line with the average total return of the stocksin the analyst’s (or the analyst’steam’s)
coverage universe.] Underweight [Over the next six to twelve months, we expect this stock will underperform the average total return of
the stocks in the analyst’s (or the analyst’ s team'’s) coverage universe.] J.P. Morgan Cazenove' s UK Small/Mid-Cap dedicated research
analysts use the same rating categories; however, each stock’s expected total return is compared to the expected total return of the FTSE
All Share Index, not to those analysts' coverage universe. A list of these analystsis available on request. The analyst or analyst’steam’s
coverage universe is the sector and/or country shown on the cover of each publication. See below for the specific stocksin the certifying
analyst(s) coverage universe.

Coverage Universe: Shilpa Krishnan: Adani Enterprises Ltd (ADEL.BO), Adani Power (ADAN.BO), Bharat Heavy
Electricals (BHEL) (BHEL.BO), GMR Infrastructure Ltd (GMRI.BO), GVK Power & Infrastructure (GVKP.BO), JSW
Energy Ltd. (JISWE.BO), Lanco Infratech (LAIN.BO), Larsen & Toubro (LART.BO), NTPC (NTPC.BO), Reliance
Infrastructure Ltd (RLIN.BO), Reliance Power (RPOL.BO), Suzlon Energy Ltd (SUZL.BO), Tata Power (TTPW.BO)

J.P. Morgan Equity Research Ratings Distribution, as of March 31, 2010
Overweight Neutral  Underweight

(buy) (hold) (sell)

JPM Global Equity Research Coverage 45% 2% 13%
IB clients* 48% 46% 32%
JPM S| Equity Research Coverage 42% 49% 10%
IB clients* 70% 58% 48%

* Percentage of investment banking clientsin each rating category.
For purposes only of NASD/NY SE ratings distribution rules, our Overweight rating falls into a buy rating category; our Neutral rating falls into a hold
rating category; and our Underweight rating fallsinto a sell rating category.

Valuation and Risks: Please see the most recent company-specific research report for an analysis of valuation methodology and risks on
any securities recommended herein. Research is available at http://www.morganmarkets.com , or you can contact the analyst named on
the front of this note or your J.P. Morgan representative.

Analysts Compensation: The equity research analysts responsible for the preparation of this report receive compensation based upon
various factors, including the quality and accuracy of research, client feedback, competitive factors, and overall firm revenues, which
include revenues from, among other business units, Institutional Equities and Investment Banking.

Registration of non-US Analysts: Unless otherwise noted, the non-US analysts listed on the front of this report are employees of non-US
affiliates of JPMSI, are not registered/qualified as research analysts under NASD/NY SE rules, may not be associated persons of JIPMSI,
and may not be subject to NASD Rule 2711 and NY SE Rule 472 restrictions on communications with covered companies, public
appearances, and trading securities held by a research analyst account.
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