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Q4FY07 marked the end of the X Five Year Plan (FYP) with the power industry 
falling short ~38% (~23GW capacity addition) of the revised target of 37GW (from 
41GW earlier) to close the year at 130GW generation capacity. In NTPC alone,
projects with 2GW capacity slipped into Q1FY08. The low achievement rate in a 
scenario of surging power demand across the nation (industrial, services, 
household and rural segments) has resulted in power deficit increasing to 13% on 
an average and to 15% in peak hours for the quarter. Adhering to project timelines 
is one concern that needs to be addressed in a healthy demand environment. We 
remain positive on Tata Power and NTPC on the back of robust order books 
through the next 4-5 years. We maintain Tata Power as our top pick backed by
attractive valuations and potential triggers (such as unlocking value through sale 
of investments in Tata Teleservices) expected in the medium term. 

 Power industry fell short ~38% of the X FYP target capacity addition. On 
account of this, the year closed with just ~23GW addition as against the revised 
target of 37GW. Part of this gap (~5GW) is expected to come on-stream by end
Q1FY08. This raises concerns as regards the probability of the ambitious ~68GW 
target set for the XI FYP being realised. We believe that a larger proportion of this
target would be executed, partly accelerated by ultra mega power projects (UMPPs)
and on the back of highest addition achieved (in the X FYP) till date (Chart 1).  

 Power deficit grows to 13%. With CAGR of 6% for power demand versus 5% for 
power supply, the deficit has been consistently increasing (Chart 2). During 
Q4FY07, power deficit increased to 13% on an average, while the peak deficit rose 
to 15% (Chart 3). This implies that unless steps are taken to catalyse capacity 
expansion and electricity distribution, meeting the rising demand would be difficult.  

 UMPPs may provide respite, though execution remains a big challenge. The 
Ministry of Power has identified nine UMPPs, majority of which would be awarded in 
FY08 itself. The Krishnapatnam UMPP based in Andhra Pradesh would likely be 
awarded by end April ’07. The UMPPs are expected to be big triggers in capacity 
expansion, while their timely execution remains a major concern. The two already 
awarded UMPPs are facing troubled waters with the Sasan project likely to witness 
re-bidding (on account of concerns over Globeleq’s stake sale to Lanco and the 
Jindals) and the Mundra project experiencing delays (due to the power purchase 
agreements not yet been signed by Tata Power). 

 Top pick – Tata Power stands out as a value play, especially considering the value 
of its investments at Rs345/share. The recent acquisition of 30% stake in two 
Indonesian coal mines would help the company address fuel requirements for its 
planned projects over the next 4-5 years.  
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Chart 1: Highest capacity addition in any FYP, though at a low % achievement 
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Source: CEA   

 
Chart 2: Burgeoning demand-supply gap 
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Chart 3: Power deficit trend through 18 months 
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Power deficit has 
been continuously 
increasing on 
account of delay in 
capacity roll outs 

Peak time power 
deficit has increased 
to an alarming 15% 
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Table 1: Generation statistics  
(bn KwH) 
  Jan- Feb ’07 Jan- Feb ’06 % chg YTDFY07 YTDFY06 % chg
Total Units 109.96 103.92 5.82 600 562 6.8
Thermal 96.30 90.00 7.00 495 466 6.2
Hydel 13.66 13.92 (1.82) 105 94 11.4
PLF (Thermal plants) 82.40 80.10 - 76.3 73.3 -
Power Shortage (%) 12.10 10.90 - 9.5 8.2 -

Source: CEA  
 

Table 2: Quarterly summary 
Company Sales EBITDA PAT 

% Chg % Chg % Chg 
(Rs mn) Q4FY07* (YoY) (QoQ) Q4FY07* (YoY) (QoQ) Q4FY07* (YoY) (QoQ)
NTPC 83,171 14.1 2.1 22,256 14.6 (1.5) 20,218 15.5 (3.9)
Tata Power 12,101 3.3 0.8 1,622 3.1 (23.1) 679 (37.6) (43.6)
Reliance Energy 13,418 29.2 (12.5) 1,072 (43.6) 29.7 1,564 (7.7) (22.2)
*Jan-Feb ’07 
Source: i-SEC Research 
 
 

NTPC (Buy) 
(QoQ chg: 16.6%; YTD chg: 15.9%) 

Quarterly estimates 
(Rs mn, year ending March 31) 

 Q4FY07E Q4FY06 YoY (%) QoQ (%) YTDFY07* YTDFY06* YoY (%) 
Revenues 83,171 72,914 14.1 2.1 221,142 188,515 17.3 
EBITDA 22,256 19,423 14.6 (1.5) 60,963 54,562 11.7 
PBT 21,534 17,540 22.8 (3.9) 55,995 49,905 12.2 
PAT 20,218 17,503 15.5 (3.9) 53,054 47,920 10.7 

Source: Company data, i-SEC Research                          * Apr-Dec ’06 
 
• NTPC missed its target addition of 7,710MW for the X FYP with 2,000MW slipping 

into Q1FY08. Total generation capacity in FY07 increased 12% with ~2,400MW 
capacity addition. However, unit sales would likely grow 7% YoY due to 1,000MW 
capacity being operational for less than 20 days.  

• EBITDA margins are expected to expand marginally 20bps resulting in 15% 
EBITDA growth. Interest costs would continue to be low (in line with the past two 
quarters’ due to favourable forex movement), though net impact is expected to be 
lower (at Rs0.8bn) than that in Q3FY07 (Rs1.6bn).  
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Tata Power (Buy) 
(QoQ chg: (9.4%); YTD chg: (13.7%)) 
Quarterly estimates  
 (Rs mn, year ending March 31) 

 Q4FY07E Q4FY06 YoY (%) QoQ (%) YTDFY07* YTDFY06* YoY (%) 
Revenues 12,101 11,711 3.3 0.8 37,780  33,829 11.7 
EBITDA 1,622 1,573 3.1 (23.1) 7,184  6,694 7.3 
PBT 951 1,473 (35.4) (67.4) 5,188  6,002 (13.6) 
PAT 679 1,088 (37.6) (43.6) 4,419  3,313 33.4 

Source: Company data, i-SEC Research                          * Apr-Dec ’06 
 
• Revenues are expected to grow 3% YoY on the back of higher income from 

electricity, while remaining almost flat QoQ. 

• EBITDA would likely increase 3% YoY as margins remain stable at 13.4%. On a 
QoQ basis, margins are expected to decline 420bps, resulting from higher SG&A.  

• Tata Power is acquiring stake in two Indonesian coal mining companies to gain 
access to sufficient imported coal reserves for its upcoming projects. With lined up 
projects and inorganic expansions under consideration, the company would 
require ~US$2bn in the near term and is expected to raise debt for majority of this 
requirement.  

• The Maharashtra Electricity Regulatory Commission is still considering revision in 
tariffs with the final verdict expected in the near future.  

 

Reliance Energy (Hold) 
(QoQ chg: (7.1%); YTD chg: (22.5%)) 

Quarterly estimates 
 (Rs mn, year ending March 31) 

 Q4FY07E Q4FY06 YoY (%) QoQ (%) YTDFY07* YTDFY06* YoY (%) 
Revenues 13,418 10,382 29.2 (12.5) 40,962 29,808 37.4 
EBITDA 1,072 1,901 (43.6) 29.7 4,237 5,442 (22.1) 
PBT 1,868 2,396 (22.0) (26.2) 6,929 5,502 25.9 
PAT 1,564 1,695 (7.7) (22.2) 5,840 4,891 19.4 

Source: Company data, i-SEC Research                          * Apr-Dec ’06 
 
• Reliance Energy (REL) bagged two major EPC contracts during the quarter 

(1,200MW Hisar thermal power project and ‘Balance-of-plant-package’ for the 
2x250mw Parichha project), taking its total order book to ~Rs60bn. We expect 
Rs4bn worth EPC contracts to be executed in Q4FY07, registering 51% YoY 
growth for the segment. The electricity sales segment would take a slight hit due 
to grid failure for three hours in February ’07. Overall, we expect income from 
electricity to grow 22% YoY.  

• The increasing contribution from the low margin EPC segment would result in 
EBITDA margins dropping 1,030bps YoY. Though there would be a 260bps QoQ 
improvement due to a 34% decline in EPC revenues. 

• REL would gain from a favourable rupee movement against the US$ in the form of 
higher other income, though it will be significantly lower than the previous 
quarter’s (Rs670mn as against Rs1,500mn for the past quarter). 



 
 

Utilities, April 5, 2007 ICICI  Securities 

 

  5

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

ANALYST CERTIFICATION  
We /I, Poonam Nishal, PGDM, BE analysts and the authors of this report, hereby certify that all of the views expressed in this research report accurately reflect our 
personal views about any and all of the subject issuer(s) or securities. We also certify that no part of our compensation was, is, or will be directly or indirectly related to 
the specific recommendation(s) or view(s) in this report.   

Disclosures: 
ICICI Securities Limited (ICICI Securities) and its affiliates are a full-service, integrated investment banking, investment management and brokerage and financing 
group.  We along with affiliates are leading underwriter of securities and participate in virtually all securities trading markets in India.  We and our affiliates have 
investment banking and other business relationship with a significant percentage of companies covered by our Investment Research Department.  Our research 
professionals provide important input into our investment banking and other business selection processes.  ICICI Securities generally prohibits its analysts, persons 
reporting to analysts and their dependent family members from maintaining a financial interest in the securities or derivatives of any companies that the analysts cover. 
The information and opinions in this report have been prepared by ICICI Securities and are subject to change without any notice. The report and information contained 
herein is strictly confidential and meant solely for the selected recipient and may not be altered in any way, transmitted to, copied or distributed, in part or in whole, to 
any other person or to the media or reproduced in any form, without prior written consent of ICICI Securities. While we would endeavour to update the information 
herein on reasonable basis, ICICI Securities, its subsidiaries and associated companies, their directors and employees (“ICICI Securities and affiliates”) are under no 
obligation to update or keep the information current. Also, there may be regulatory, compliance or other reasons that may prevent ICICI Securities from doing so. Non-
rated securities indicate that rating on a particular security has been suspended temporarily and such suspension is in compliance with applicable regulations and/or 
ICICI Securities policies, in circumstances where ICICI Securities is acting in an advisory capacity to this company, or in certain other circumstances. 
This report is based on information obtained from public sources and sources believed to be reliable, but no independent verification has been made nor is its accuracy 
or completeness guaranteed. This report and information herein is solely for informational purpose and may not be used or considered as an offer document or 
solicitation of offer to buy or sell or subscribe for securities or other financial instruments. Though disseminated to all the customers simultaneously, not all customers 
may receive this report at the same time. ICICI Securities will not treat recipients as customers by virtue of their receiving this report. Nothing in this report constitutes 
investment, legal, accounting and tax advice or a representation that any investment or strategy is suitable or appropriate to your specific circumstances. The securities 
discussed and opinions expressed in this report may not be suitable for all investors, who must make their own investment decisions, based on their own investment 
objectives, financial positions and needs of specific recipient. This may not be taken in substitution for the exercise of independent judgement by any recipient. The 
recipient should independently evaluate the investment risks. The value and return of investment may vary because of changes in interest rates, foreign exchange 
rates or any other reason. ICICI Securities and affiliates accept no liabilities for any loss or damage of any kind arising out of the use of this report. Past performance is 
not necessarily a guide to future performance. Actual results may differ materially from those set forth in projections. Forward-looking statements are not predictions 
and may be subject to change without notice.    
ICICI Securities and its affiliates might have managed or co-managed a public offering for the subject company in the preceding twelve months. ICICI Securities and 
affiliates might have received compensation from the companies mentioned in the report during the period preceding twelve months from the date of this report for 
services in respect of public offerings, corporate finance, investment banking or other advisory services in a merger or specific transaction. ICICI Securities and 
affiliates expect to receive compensation from the companies mentioned in the report within a period of three months following the date of publication of the research 
report for services in respect of public offerings, corporate finance, investment banking or other advisory services in a merger or specific transaction. It is confirmed that  
Poonam Nishal, PGDM, BE research analysts and the authors of this report have not received any compensation from the companies mentioned in the report in the 
preceding twelve months. Our research professionals are paid in part based on the profitability of ICICI Securities, which include earnings from Investment Banking 
and other business.  
ICICI Securities or its affiliates collectively do not own 1% or more of the equity securities of the Company mentioned in the report as of the last day of the month 
preceding the publication of the research report.   
It is confirmed that Poonam Nishal, PGDM, BE research analysts and the authors of this report or any of their family members does not serve as an officer, director or 
advisory board member of the companies mentioned in the report. 
ICICI Securities may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report. ICICI Securities 
and affiliates may act upon or make use of information contained in the report prior to the publication thereof. 
This report is not directed 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, regulation or which would subject ICICI Securities and affiliates to any 
registration or licensing requirement within such jurisdiction. The securities described herein may or may not be eligible for sale in all jurisdictions or to certain category 
of investors. Persons in whose possession this document may come are required to inform themselves of and to observe such restriction.  
This report has not been prepared by ICICI Securities, Inc. However, ICICI Securities, Inc. has reviewed the report and, in so far as it includes current or historical 
information, it is believed to be reliable, although its accuracy and completeness cannot be guaranteed. 

 


	NTPC
	Tata Power
	Reliance Energy

