
 3QFY11 PAT in-line: During 3QFY11, CESC reported net profit of Rs1.1b (up 8% YoY), in-line with our estimates,

while revenue was higher on account of increased fuel charges (pass through by way of tariffs). Power purchase

cost for 3QFY11 declined to Rs980m, due to lower demand/ additional generation from 250MW Budge Budge

project. Power imported declined to 229MUs (down 43% YoY and 55% QoQ) and power purchase cost was Rs4.3/

unit. Power exports in 3QFY11 stood at 149MUs, down from 297MUs in 2QFY11. The decline is due to lower

merchant prices as the power export is during off-peak hours, where the rates were lower.

 Power generation: commissioning of 2.5GW capacity by FY15/FY16: 2.5GW of generation projects are at

advanced stages of development / have entered the construction phase, with all initial clearances (water, environment,

etc) and land acquisition largely in place. These comprise of 600MW project each at Haldia and Chandrapur and

1.3GW project in Orissa. In addition, project pipeline stands at 3.3GW, comprising of (1) 1GW in Jharkhand, with

captive coal mine; land acquisition has just commenced, (2) 1GW in Bihar, where land acquisition has just commenced,

and (3) 1.3GW expansion in Haldia is in initial stages with TOR approved recently. In terms of project commissioning,

Chandrapur project unit-1 is expected by August 2013, Haldia Unit-1 in 2014 and Orissa in 2015.

 Spencer - Revenue growth continues: In 3QFY11, total area under operations has declined by 2% QoQ to

0.86msf, vs 0.876 as at Sep-10. Sales have improved to Rs1048/sq.ft in Dec-10 due to festive season and improvement

in same stores sales, vs Rs906/sq.ft in 1QFY11. This is a positive surprise and has led to improved performance.

Same stores revenue growth was 17% in December 2010 and 14% for YTD FY11 [combination of 7% volume growth

and 7% inflation].

 Valuations and view: We expect CESC to report standalone net profit of Rs4.7b in FY11E (up 9% YoY), Rs4.9b

in FY12E (up 3% YoY) and Rs5b in FY13E (up 2% YoY). Stock quotes at PER of 7x FY12E and 6.9x FY13E on

standalone basis. Maintain Buy.
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3QFY11 PAT in-line, Spencer revenues higher/losses under control, Buy

 During 3QFY11, CESC reported revenues of Rs9.4b (up 18% YoY), EBIDTA of
Rs2.5b (up 35% YoY) and net profit of Rs1.1b (up 8% YoY). Reported net profit is in-
line with our estimates, while revenue was higher on account of increased fuel charges
(pass through by way of tariffs).

 Power purchase cost for 3QFY11 declined to Rs980m (vs Rs1.3b in 3QFY10) given
lower power exchange prices. Also, additional generation from 250MW Budge Budge
project commissioned in February 2010 had led to lower external power purchases.
Power imported declined to 229MUs (down 43% YoY and 55% QoQ) and power
purchase cost was Rs4.3/unit, lower Rs4.8/unit in 2QFY11. Power procured by CESC
is largely during peaking hours and thus, the rates are relatively higher than average
lower rates prevailing in spot/UI markets.

 Power exports in 3QFY11 stood at 149MUs, down from 297MUs in 2QFY11. The
decline is due to lower merchant prices as the power export is during off-peak hours,
where the rates were lower.

 Fuel cost increased by 30% YoY to Rs3.5b on account of increased coal prices, largely
from Coal India and for imports. CESC sources 60% of its coal requirement from
CIL, ~30-35% is sourced from captive mines and balance is imported.

PLF declines 13pp YoY given lower power demand

 Power generation stood at 2,147m units during 3QFY11, up 15% YoY due to addition
of 250MW Budge Budge in Feb 2010, while PLF was lower at 83.1% (down 13 pps
YoY).

 Sales volume stood at 1,935m units, as compared to 2,224m units in 2QFY11 indicating
lower demand and led to lower PLF. Lower realizations in merchant market also led
to power exports not very profitable, impacting the PLF.

 T&D losses declined to 13.6% during 3QFY11 as compared to 14% in 2QFY11.

Operating parameters
3QFY09 4QFY09 1QFY10 2QFY10 3QFY10 4QFY10 1QFY11 2QFY11 3QFY11

Generation (MUs) 1912 1883 1979 2036 1872 1949 2443 2344 2147

PLF (%) 93.5 92.5 92.9 98.4 96.3 92.8 95.3 98.2 83.1

Auxiliary consumption (%) -5.5 -7.6 5.7 1.3 -5.6 -14.4 -5.0 -5.1 -9.9

Sales (MUs) 1806 1740 2092 2062 1768 1668 2321 2224 1935

Realization (Rs/unit) 4.16 4.26 3.87 4.60 4.51 4.52 4.66 4.90 4.85

Source: Company/MOSL

Power generation: commissioning of 2.5GW capacity by FY15/FY16

 2.5GW of generation projects are at advanced stages of development / have entered
the construction phase, with all initial clearances (water, environment, etc) and land
acquisition largely in place. These comprise of 600MW project each at Haldia and
Chandrapur and 1.3GW project in Orissa.

 In addition, project pipeline stands at 3.3GW, comprising of (1) 1GW in Jharkhand,
with captive coal mine; land acquisition has just commenced, (2) 1GW in Bihar, where
land acquisition has just commenced, and (3) 1.3GW expansion in Haldia is in initial
stages with TOR approved recently.

 Fuel linkages are available for Haldia and Chandrapur, while Orissa project has score
of 90 out of 100, as appraised by CEA and thus has higher chances for getting linkages
in next meeting of standing linkages committee (SLC) for 12th plan.
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 Additionally, CESC has invested 10% in Resources Gen, which is developing mines in
South Africa and potentially provides access to 2mtpa of coal. Phase-1 mine
development is expected to be completed by 2013, with production of 6mtpa.

 Equipment order for Chandrapur project has been already placed, and international
competitive bidding (ICB) is completed for Halida project. West Bengal Electricity
Regulatory Commission (WBERC) has already accorded in-principal approval for the
project.

 In terms of project commissioning, Chandrapur project unit-1 is expected by August
2013, Haldia Unit-1 in 2014 and Orissa in 2015.

 As at Dec 2010, the company has invested ~Rs1.2b (v/s Rs500m as at Sep-09) towards
Haldia project and Rs3.25b towards Chandrapur project (excluding acquisition cost).

Trend in capacity addition (MW)

Source: Company/MOSL

Projects under development / construction: To be comissioned till FY16
Plant Remarks

Chandrapur FC achieved (DER 75:25), linkages received from SECL.

Coal linkage received from South Eastern Coal Fields.

Land has been acquired (455 acres), Environment clearance received, etc.

EPC contract for the project is awarded in 2 packages: Balance of Plant (BoP) to

Punj Lloyd and BTG sets to Sanghai Electric, China.

300MW on merchant, 300MW on CERC tariffs.

Haldia Entire 345 acres required for the project is acquired.

Financial closure achieved

Fuel requirement through linkages (granted from MCL), additional cushion from

import (Possible through acquisition of stake in Resource Gen)

Will sign PPA agreement with CESC for supply of 450MW on PPA basis

CESC has invited BTG equipment tender and expects to award projects by

Sept-10

Dhenkanal, Orissa Large part of the land has also been acquired [678 acres of the 1094 acres required]

As per prioritization for coal linkages, theproject has secured 90 marks out of 100

Terms of Reference for the  project have been approved and the Environmental

Impact Assessment studies have been completed

Source: Company
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Spencer: Revenue growth continues

 In 3QFY11, total area under operations has declined by 2% QoQ to 0.86msf, vs 0.876
as at Sep-10. Spencer operated 206 Stores in 3QFY11 vs 208 stores in 2QFY11 and
215 stores in 3QFY10 (down by 4% YoY).

 Over the past 18 months, Spencer has rationalized overall area under operations by
closure of small format Daily and Express stores, down 16% YoY to 158 stores. Sales
have improved to Rs1048/sq.ft in Dec-10 due to festive season and improvement in
same stores sales, vs Rs906/sq.ft in 1QFY11. This is a positive surprise and has led to
improved performance.

 Same stores revenue growth was 17% in December 2010 and 14% for YTD FY11
[combination of 7% volume growth and 7% inflation].
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Valuations and view

We expect CESC to report standalone net profit of Rs4.7b in FY11E (up 9% YoY), Rs4.9b
in FY12E (up 3% YoY) and Rs5b in FY13E (up 2% YoY). Stock quotes at PER of 7x
FY12E and 6.9x FY13E on standalone basis. Maintain Buy.

Spencer: area under operations Spencer: sales per sq ft per month

Source: Company/MOSL
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Shareholding Pattern (%)
Dec-10 Sep-10 Dec-09

Promoter 52.5 52.5 52.5

Domestic Inst 16.6 16.3 18.9

Foreign 19.5 19.2 17.7

Others 11.4 12.1 10.9

CESC: an investment profile

Stock performance (1 year)

Target Price and Recommendation
Current Target  Upside Reco.

Price (Rs) Price (Rs)  (%)

272 - - Buy

Company description

CESC, an RPG Group Company is one of the oldest
integrated power utilities in India with presence in mining,
generation, and distribution of power. Installed generation
capacity stands at 1.2GW and distribution network
encompasses 2.3m consumers in Kolkata and Howrah
region. 1.2GW of generation projects are under construction
and additional 4.3GW of projects are in pipeline. CESC
has presence in retail business "Spencer" which has 0.9msf
area under operations.

Key investment positives

 Assured return from existing generation / distribution
business provides steady cash flows (regulated profit
at Rs3b+ pa)

 600MW project in Maharashtra has achieved financial
closure, equipment award, etc. Part capacity can be
retained on merchant basis, which would boost overall
project returns.

 Consolidation and restructuring at Spencers has led to
reduction in operational losses to Rs1.5b in FY10, vs
Rs3.5b earlier. Further reduction in losses/value
unlocking opportunity is possible.

 Project pipeline of 4GW provides growth opportunity
going forward.

Key investment risk

 Continued losses at Spencer retail and funding through
standalone cashflows of CESC (contributed Rs7.7b as
at March 2010).

 Fuel availability for Chandrapur project and partially
for Haldia project.

Recent development

 Financial closure for Halida power project and ICB is
completed.

 CESC has emerged as the preferred bidder for Patna
distribution circle, pending award

 by the state government.

Valuation and view

 We expect CESC to report standalone net profit of
Rs4.7b in FY11E (up 9% YoY), Rs4.9b in FY12E (up
3% YoY) and Rs5b in FY13E (up 2% YoY).

 Stock quotes at PER of 7x FY12E and 6.9x FY13E on
standalone basis. Maintain Buy.

EPS: Most forecast v/s Consensus (Rs)
Most Consensus Variation

Forecast Forecast (%)

FY11 37.8 28.6 31.8

FY12 38.8 33.2 16.8
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Financials and Valuations
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