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Entry into EPC-BoP segment to ease capacity constraints

The formation of NTPC-BHEL Power Projects Private Limited (NBPPL), the 50:50
joint venture (JV) between India’s largest power producer NTPC and India’s
largest power equipment maker BHEL, is expected to significantly increase the
domestic manufacturing capacities in the Balance of Plant (BoP) segment. At
present, the limited number of BoP vendors in India may not be able to effectively
support the 100GW capacity additions planned over the next 6 — 7 years. Most
of the BoP vendors are essentially system integrators and source their
requirements from relatively smaller manufacturers with limited capacity and
capability to expand on technology, engineering and manufacturing. We believe
that the scheduled commencement of operations at NBPPL’s manufacturing
facilities from FY2014 would help in mitigating the anticipated shortage in the
BoP segment.

Leveraging core competencies

Both the promoters, NTPC and BHEL, are expected to effectively harness their
complementary strengths, common ownership and the shared legacy for the
development of the Indian Power Sector. Phase | of the JV includes the setting up
of the EPC and BoP manufacturing facilities by FY2013. The manufacturing
facilities for boilers, turbines and generator (BTG) would be completed by FY2015
as part of Phase Il. We do not expect NBPPL to set up in-house manufacturing
facilities for BTG, as the same can be sourced from BHEL itself. However, the
setting up of manufacturing facilities for BoP components would enable both the
promoter companies to leverage their core strengths and supplement their EPC
and equipment manufacturing capacities.

Order inflows and executions have commenced

Even as NBPPL’s manufacturing facilities are in the process of being set up at
Chittoor (AP), the company has been getting contracts from power utilities as an
EPC contractor. Order book, as on April 30, 2010, stood at ~ Rs450cr and the
company expects to close FY2011 with an order backlog of ~ Rs7,000cr.
Presently, NBPPL is executing the BoP package (including civil and structural
works) for the T00MW Namrup Power Station, Assam and the 726MW
CCPP-Palatana gas-based power project of ONGC Tripura Power Corporation.
Both the promoter companies have recently signed a Memorandum of
Understanding (MoU) with NBPPL for FY2010-11, under which key projects have
been transferred to NBPPL.

a) Orders from BHEL

() BHEL has placed a Letter of Intent (Lol) for civil, erection and
commissioning of the BoP for the 726 MW gas-based power project of
the ONGC Tripura Company. Commissioning of first set of this project is
planned for December 2011 and the second set by March 2012.

(i) BHEL has also placed Lol for the TOOMW Namrup combined cycle power
plant for the Assam Power Generating Company to be executed on EPC
basis.
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b) Orders from NTPC

i) NTPC has agreed to transfer the 1x500MW Singrauli Thermal Power Station
for execution on EPC basis. The pre-project formalities of this power plant are
being done by NTPC and the order is likely to be placed with NBPPL.

ii) NTPC has also decided to transfer the 2x250MW Muzaffarpur Thermal Power
Station to NBPPL for which the pre-project formalities are currently being
completed.

Our Take

Though the primary objective of setting up NBPPL is to undertake EPC contracts for
power plants and manufacture power equipment, we understand that NBPPL
would initially focus on setting up its BoP manufacturing facilities, especially coal
and ash handling plants. Recent press articles suggest that NBPPL is actively
scouting for a global technology provider to support the coal and ash handling
segments of the BoP-EPC projects to be taken up by it. The foreign technology
partner may also be offered a minority stake in NBPPL.

Once selection of the foreign technology partner is finalised and clarity emerges
regarding the commercial operation date (COD), we expect increasing number of
BoP —EPC projects attributable to NTPC and BHEL being awarded to NBPPL. While
the above developments may help in alleviating the perceived shortage of BoP
vendors, it has the potfential to intensify competition in the BoP space leading to
loss of pricing power for the existing and aspiring BoP players such as BGR Energy,
Mcnally Bharat, Sunil Hitech and TRF.

We would await more clarity and monitor NBPPL’s progress on the timely
completion of its manufacturing facilities and order accretion from BHEL and NTPC
before revisiting our revenue and earnings estimates. Hence, we maintain our
current ratings on the respective stocks.

CMP  Tgt Price  Upside P/BV (x) P/E (x) FY10-12E RoCE (%) RoE (%)
Company Reco
(Rs) (Rs) (%) FY11E FY12E FY11E FY12E EPS CAGR (%) FY11E FY12E FY11E FY12E
NTPC Buy 195 230 17.9 2.3 22 200 17.6 1.8 109 116 120 128
BHEL Neutral 2,473 6.1 49 226 19.0 21.5 31.8 304 30.0 286
BGR Energy Neutral 826 6.6 51 213 17.2 31.0 182 17.7 34.7 33.6
Mcnally Bharat Buy 283 486 71.7 2.4 1.9 103 8.2 28.8 31.0 303 28.0 26.1

Source: Company, Angel Research

August 19, 2010



\ Angel Broking" Event Update | Capital Goods

Service Truly Personalized

Research Team Tel: 022 - 4040 3800 E-mail: research@angeltrade.com Website: www.angeltrade.com

DISCLAIMER

This document is solely for the personal information of the recipient, and must not be singularly used as the basis of any investment
decision. Nothing in this document should be construed as investment or financial advice. Each recipient of this document should make
such investigations as they deem necessary to arrive at an independent evaluation of an investment in the securities of the companies
referred to in this document (including the merits and risks involved), and should consult their own advisors to determine the merits and
risks of such an investment.

Angel Broking Limited, its affiliates, directors, its proprietary trading and investment businesses may, from time to time, make
investment decisions that are inconsistent with or contradictory to the recommendations expressed herein. The views contained in this
document are those of the analyst, and the company may or may not subscribe to all the views expressed within.

Reports based on technical and derivative analysis center on studying charts of a stock's price movement, outstanding positions and
trading volume, as opposed to focusing on a company's fundamentals and, as such, may not match with a report on a company's
fundamentals.

The information in this document has been printed on the basis of publicly available information, internal data and other reliable
sources believed to be true, but we do not represent that it is accurate or complete and it should not be relied on as such, as this
document is for general guidance only. Angel Broking Limited or any of its affiliates/ group companies shall not be in any way
responsible for any loss or damage that may arise to any person from any inadvertent error in the information contained in this report.
Angel Broking Limited has not independently verified all the information contained within this document. Accordingly, we cannot testify,
nor make any representation or warranty, express or implied, to the accuracy, contents or data contained within this document. While
Angel Broking Limited endeavours to update on a reasonable basis the information discussed in this material, there may be regulatory,
compliance, or other reasons that prevent us from doing so.

This document is being supplied to you solely for your information, and its contents, information or data may not be reproduced,
redistributed or passed on, directly or indirectly.

Angel Broking Limited and its affiliates may seek to provide or have engaged in providing corporate finance, investment banking or
other advisory services in a merger or specific transaction to the companies referred to in this report, as on the date of this report or in
the past.

Neither Angel Broking Limited, nor its directors, employees or affiliates shall be liable for any loss or damage that may arise from or in
connection with the use of this information.

Note: Please refer to the important *“Stock Holding Disclosure' report on the Angel website (Research Section). Also, please
refer to the latest update on respective stocks for the disclosure status in respect of those stocks. Angel Broking Limited and
its affiliates may have investment positions in the stocks recommended in this report.

Disclosure of Interest Statement BGR Mcnally Sunil TRF
Energy Bharat Hitech

1. Analyst ownership of the stock No No No No

2. Angel and its Group companies ownership of the stock No Yes No No

3. Angel and its Group companies' Directors ownership of the stock No No No No

4. Broking relationship with company covered No No No No

Note: We have not considered any Exposure below Rs 1 lakh for Angel, its Group companies and Directors.

Ratings (Returns) : Buy (> 15%) Accumulate (5% to 15%) Neutral (-5 to 5%)
Reduce (-5% to 15%) Sell (< -15%)
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