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Statistical Abstract             
                

Year to Net Profit Diluted EPS EPS growth P/E P/B ROE Yield

31 Mar (RsM) (Rs) (%) (x) (x) (%) (%)

2009A -26 -0.01 89.3 nm 11.2 -0.1 0.0

2010A 1,701 0.78 na 176.9 5.2 4.2 0.0

2011E 11,472 5.26 574.4 26.2 4.3 18.1 0.0

2012E 49,501 22.71 331.5 6.1 2.5 52.7 0.0

2013E 53,506 24.54 8.1 5.6 1.7 36.8 0.0

Source: Powered by dataCentral          
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 Cannot Terminate 1000MW PPA With GUVNL 
  

 What's New — GERC has requested the Government of Gujarat to ask APL to 
withdraw the termination notice of the PPA with GUVNL to supply 1,000 MW of 
power for 25 years at a rate of Rs2.35/kWh. GERC has also asked the Government 
of Gujarat to impress upon GMDC for prompt necessary action for execution of 
fuel supply agreement with APL to ensure supply of 1000 MW power to GUVNL at 
competitive rate to meet future demand of the state.  

 No guarantee from GUVNL for fuel supply — According to GERC, GUVNL did not 
propose to provide for any arrangement for fuel for the project and APL had to 
provide details of the same at the time of submission of bid. The bid documents 
also do not envisage any conditional bid, which is linked to availability of fuel from 
an identified source. APL had mentioned in the bid that the company had tied up 
imported coal with Coal Orbis Trading, Germany and Kowa Company. 

 Arrangement with GMDC is not co-terminus with PPA with GUVNL — Arrangement 
with GMDC was an internal matter of APL and the obligation of APL under the PPA 
is not co-terminus with its arrangement for supply of fuel by GMDC. Since the 
obligation to arrange fuel is with APL it becomes incumbent on APL to arrange fuel 
if its arrangement with GMDC does not go through. 

 Impact on APL — Our discussion with the APL management suggests that they are 
yet to decide on what legal course they are likely to resort to – (1) Accept the 
decision or (2) Appeal in the appellate tribunal of electricity (ATE). Under the 
circumstance that APL accepts the order and does not get coal from GMDC our 
EPS estimates could lower by 1-6% over FY12E-15E and our target price could go 
down to Rs149 from Rs159 currently (~6% downside), all else being equal. This 
would also have a negative impact on Adani Enterprise which owns a 70.2% stake 
in APL. 
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Buy/Low Risk 1L
Price (01 Sep 10) Rs138.05
Target price Rs159.00
Expected share price return 15.2%
Expected dividend yield 0.0%
Expected total return 15.2%
Market Cap Rs300,954M
  US$6,448M
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Figure 1. Scenario Analysis - Potential Impact on EPS 

 FY11E FY12E FY13E FY14E FY15E
Mundra III PPA Accepted 5.3 22.5 23.3 24.6 19.5
CIRA Current Assumption 5.3 22.7 24.5 25.9 20.8
Change 0.0% -0.9% -4.9% -4.8% -6.0%

Source: Citi Investment Research and Analysis estimates 
 

Adani Power 
 
Company description 

Adani Power Limited (APL) has five thermal power projects in various stages of 
development, with combined capacity of 16,500 MW, namely: (i) Mundra 
Power Project with 4,620MW (ii) Tiroda Power Project with 3,300MW (iii) Kawai 
Power Project with 1,320MW (iv) Dahej Power Project with a capacity of 
2,640MW (v) Chhindwara Power Project with a capacity of 1320MW and (vi) 
Bhadreshwar with a capacity of 3300MW. 
 
Investment strategy 

Adani Power Buy / Low (1L) risk as Adani Power is an interesting case of 
private sector entrepreneurship at its best, capitalizing on persistent power 
deficits and exploiting high medium term merchant tariffs before the start of 
long term PPAs to reduce project payback, using faster-than-BHEL execution 
time cycles of Chinese equipment suppliers. Impressive progress on 4620MW 
of capacity at Mundra and 3300MW at Tiroda; and the Adani Group's 
experience in executing mega projects like the Mundra Ports and SEZ project 
bolsters the investment case.  

APL during its IPO had projects under development of 6,600MW and pipeline 
projects of 3,300MW. The under development projects have increased to 
9,240MW and pipeline projects have increased to 7,200MW.  

As the pace of execution in Mundra 4,620MW and Tiroda 3,300MW has been 
ahead of execution which we observed during our visit to Mundra and from the 
Tiroda site photographs shared with us by the management. Mundra site 
currently has ~17,000 workers which include ~300 Chinese workers and 
execution is currently happening at a frenetic pace.  

Purchase of the 100% interest in the Galilee coal tenement though not a short 
term positive significantly improves fuel supply security to achieve APL’s long 
term vision of having 20GW of operational capacity by 2020. 30MMTPA of coal 
can fuel 10.5GW of capacity at 90% PLF using supercritical plants with a heat 
rate of 2100kcal/kWh assuming coal GCV of 5800kcal/kg and 60MMTPA of 
coal can fuel 21GW of capacity. 
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Valuation 

Traditional valuation methodologies like P/E and EV/EBITDA multiples can be 
misleading if used to value pure infrastructure asset holders, as profitability of 
the projects can be lumpy, primarily on the basis of year of commissioning and 
the life of the asset. In some years, when projects are commissioned, the 
company may look attractive on a PE multiple basis, while in another year, 
when the asset life ends, the stock may appear relatively expensive. 
Infrastructure assets and more specifically Electric Utilities generate regular 
and largely predictable cash flow streams for a fixed time period. Therefore, 
discounted cash flow (DCF) is best-suited to value BOT projects. While 
applying DCF one can choose free cash flow to the firm (FCF) or free cash flow 
to equity (FCFE). We prefer FCFE as individual projects are highly geared and 
gearing changes as debt is rapidly paid off. If we assume APL executes all its 
projects flawlessly in line with our assumptions we would arrive at a value of 
Rs159 for the stock. 
 
Risks 

Our quantitative risk-rating system, which tracks 260-day historical share price 
volatility, assigns a Low Risk rating to Adani Power.  

Downside risks that could impede the stock from reaching our target price 
include: 1) Insufficient quantity of coal in Bunyu to fire the Mundra project; 2) 
The total reserves of 150mn tonnes have three licenses. While the 
counterparties of 2 of the 3 mines have procured long-term exploitation 
licenses the third license has not yet been granted to the counterparty; 3) 
Regulatory risk in Indonesia; 4) Fuel supply to Mundra Phase IV and Tiroda is 
contingent on AEL achieving certain milestones and finalizing the coal supply 
agreements and timely mining; 5) Fuel pricing risk for the Indonesian coal; 6) 
Merchant tariff risks; 7) Execution risks; 8) Chinese equipment quality risks; 
and 8) Interest rate risk.  

Upside risks include: 1) Better than expected operating parameters; 2) Faster 
than expected execution; 3) Higher than expected merchant tariffs; and 4) 
Significant progress on 3300MW of projects now in planning stages. 
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Appendix A-1 
Analyst Certification 

The research analyst(s) primarily responsible for the preparation and content of all or any identified portion of this research report hereby certifies that, with 
respect to each issuer or security or any identified portion of the report with respect to an issuer or security that the research analyst covers in this research 
report, all of the views expressed in this research report accurately reflect their personal views about those issuer(s) or securities. The research analyst(s) also 
certify that no part of their compensation was, is, or will be, directly or indirectly, related to the specific recommendation(s) or view(s) expressed by that research 
analyst in this research report. 
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Within the past 12 months, Citigroup Global Markets Inc. or its affiliates has acted as manager or co-manager of an offering of securities of Adani Power. 

Citigroup Global Markets Inc. or its affiliates has received compensation for investment banking services provided within the past 12 months from Adani Power. 

Citigroup Global Markets Inc. or its affiliates expects to receive or intends to seek, within the next three months, compensation for investment banking services from Adani 
Power. 

Citigroup Global Markets Inc. currently has, or had within the past 12 months, the following as investment banking client(s): Adani Power. 

Analysts' compensation is determined based upon activities and services intended to benefit the investor clients of Citigroup Global Markets Inc. and its affiliates ("the 
Firm"). Like all Firm employees, analysts receive compensation that is impacted by overall firm profitability which includes investment banking revenues. 

For important disclosures (including copies of historical disclosures) regarding the companies that are the subject of this Citi Investment Research & Analysis product 
("the Product"), please contact Citi Investment Research & Analysis, 388 Greenwich Street, 28th Floor, New York, NY, 10013, Attention: Legal/Compliance. In addition, the 
same important disclosures, with the exception of the Valuation and Risk assessments and historical disclosures, are contained on the Firm's disclosure website at 
www.citigroupgeo.com.   Valuation and Risk assessments can be found in the text of the most recent research note/report regarding the subject company. Historical 
disclosures (for up to the past three years) will be provided upon request. 

Citi Investment Research & Analysis Ratings Distribution    
Data current as of 30 Jun 2010 Buy Hold Sell
Citi Investment Research & Analysis Global Fundamental Coverage 54% 35% 12%

% of companies in each rating category that are investment banking clients 47% 45% 40%
Guide to Citi Investment Research & Analysis (CIRA) Fundamental Research Investment Ratings: 
CIRA's stock recommendations include a risk rating and an investment rating. 
Risk ratings, which take into account both price volatility and fundamental criteria, are: Low (L), Medium (M), High (H), and Speculative (S). 
Investment ratings are a function of CIRA's expectation of total return (forecast price appreciation and dividend yield within the next 12 months) and risk rating. 

For securities in emerging markets (Asia Pacific, Emerging Europe/Middle East/Africa, and Latin America), investment ratings are:Buy (1) (expected total return of 15% or 
more for Low-Risk stocks, 20% or more for Medium-Risk stocks, 30% or more for High-Risk stocks, and 40% or more for Speculative stocks); Hold (2) (5%-15% for Low-
Risk stocks, 10%-20% for Medium-Risk stocks, 15%-30% for High-Risk stocks, and 20%-40% for Speculative stocks); and Sell (3) (5% or less for Low-Risk stocks, 10% 
or less for Medium-Risk stocks, 15% or less for High-Risk stocks, and 20% or less for Speculative stocks). 

Investment ratings are determined by the ranges described above at the time of initiation of coverage, a change in investment and/or risk rating, or a change in target 
price (subject to limited management discretion). At other times, the expected total returns may fall outside of these ranges because of market price movements and/or 
other short-term volatility or trading patterns. Such interim deviations from specified ranges will be permitted but will become subject to review by Research Management. 
Your decision to buy or sell a security should be based upon your personal investment objectives and should be made only after evaluating the stock's expected 
performance and risk. 
Guide to Citi Investment Research & Analysis (CIRA) Corporate Bond Research Credit Opinions and Investment Ratings: CIRA's corporate bond research issuer publications 
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include a fundamental credit opinion of Improving, Stable or Deteriorating and a complementary risk rating of Low (L), Medium (M), High (H) or Speculative (S) regarding 
the credit risk of the company featured in the report. The fundamental credit opinion reflects the CIRA analyst's opinion of the direction of credit fundamentals of the issuer 
without respect to securities market vagaries. The fundamental credit opinion is not geared to, but should be viewed in the context of debt ratings issued by major public 
debt ratings companies such as Moody's Investors Service, Standard and Poor's, and Fitch Ratings. CBR risk ratings are approximately equivalent to the following matrix: 
Low Risk Triple A to Low Double A; Low to Medium Risk High Single A through High Triple B; Medium to High Risk Mid Triple B through High Double B; High to Speculative 
Risk Mid Double B and Below. The risk rating element illustrates the analyst's opinion of the relative likelihood of loss of principal when a fixed income security issued by a 
company is held to maturity, based upon both fundamental and market risk factors. Certain reports published by CIRA will also include investment ratings on specific 
issues of companies under coverage which have been assigned fundamental credit opinions and risk ratings. Investment ratings are a function of CIRA's expectations for 
total return, relative return (to publicly available Citigroup bond indices performance), and risk rating. These investment ratings are: Buy/Overweight the bond is expected 
to outperform the relevant Citigroup bond market sector index (Broad Investment Grade, High Yield Market or Emerging Market), performances of which are updated 
monthly and can be viewed at https://fidirect.citigroup.com/ using the "Indexes" tab; Hold/Neutral Weight the bond is expected to perform in line with the relevant Citigroup 
bond market sector index; or Sell/Underweight the bond is expected to underperform the relevant sector of the Citigroup indexes. 

NON-US RESEARCH ANALYST DISCLOSURES 
Non-US research analysts who have prepared this report (i.e., all research analysts listed below other than those identified as employed by Citigroup Global Markets Inc.) 
are not registered/qualified as research analysts with FINRA. Such research analysts may not be associated persons of the member organization and therefore may not be 
subject to the NYSE Rule 472 and NASD Rule 2711 restrictions on communications with a subject company, public appearances and trading securities held by a research 
analyst account. The legal entities employing the authors of this report are listed below: 

Citigroup Global Markets India Private Limited Venkatesh Balasubramaniam,Deepal Delivala,Atul Tiwari, CFA 

OTHER DISCLOSURES 

The subject company's share price set out on the front page of this Product is quoted as at 01 September 2010 04:00 PM on the issuer's primary market. 

For securities recommended in the Product in which the Firm is not a market maker, the Firm is a liquidity provider in the issuers' financial instruments and may act as 
principal in connection with such transactions. The Firm is a regular issuer of traded financial instruments linked to securities that may have been recommended in the 
Product. The Firm regularly trades in the securities of the issuer(s) discussed in the Product. The Firm may engage in securities transactions in a manner inconsistent with 
the Product and, with respect to securities covered by the Product, will buy or sell from customers on a principal basis. 

Securities recommended, offered, or sold by the Firm: (i) are not insured by the Federal Deposit Insurance Corporation; (ii) are not deposits or other obligations of any 
insured depository institution (including Citibank); and (iii) are subject to investment risks, including the possible loss of the principal amount invested. Although 
information has been obtained from and is based upon sources that the Firm believes to be reliable, we do not guarantee its accuracy and it may be incomplete and 
condensed. Note, however, that the Firm has taken all reasonable steps to determine the accuracy and completeness of the disclosures made in the Important Disclosures 
section of the Product. The Firm's research department has received assistance from the subject company(ies) referred to in this Product including, but not limited to, 
discussions with management of the subject company(ies). Firm policy prohibits research analysts from sending draft research to subject companies. However, it should be 
presumed that the author of the Product has had discussions with the subject company to ensure factual accuracy prior to publication. All opinions, projections and 
estimates constitute the judgment of the author as of the date of the Product and these, plus any other information contained in the Product, are subject to change without 
notice. Prices and availability of financial instruments also are subject to change without notice. Notwithstanding other departments within the Firm advising the 
companies discussed in this Product, information obtained in such role is not used in the preparation of the Product. Although Citi Investment Research & Analysis 
(CIRA) does not set a predetermined frequency for publication, if the Product is a fundamental research report, it is the intention of CIRA to provide research coverage of 
the/those issuer(s) mentioned therein, including in response to news affecting this issuer, subject to applicable quiet periods and capacity constraints. The Product is for 
informational purposes only and is not intended as an offer or solicitation for the purchase or sale of a security. Any decision to purchase securities mentioned in the 
Product must take into account existing public information on such security or any registered prospectus. 

Investing in non-U.S. securities, including ADRs, may entail certain risks. The securities of non-U.S. issuers may not be registered with, nor be subject to the reporting 
requirements of the U.S. Securities and Exchange Commission. There may be limited information available on foreign securities. Foreign companies are generally not 
subject to uniform audit and reporting standards, practices and requirements comparable to those in the U.S. Securities of some foreign companies may be less liquid and 
their prices more volatile than securities of comparable U.S. companies. In addition, exchange rate movements may have an adverse effect on the value of an investment in 
a foreign stock and its corresponding dividend payment for U.S. investors. Net dividends to ADR investors are estimated, using withholding tax rates conventions, deemed 
accurate, but investors are urged to consult their tax advisor for exact dividend computations. Investors who have received the Product from the Firm may be prohibited in 
certain states or other jurisdictions from purchasing securities mentioned in the Product from the Firm. Please ask your Financial Consultant for additional details. 
Citigroup Global Markets Inc. takes responsibility for the Product in the United States. Any orders by US investors resulting from the information contained in the Product 
may be placed only through Citigroup Global Markets Inc. 

Important Disclosures for Morgan Stanley Smith Barney LLC Customers: Morgan Stanley & Co. Incorporated (Morgan Stanley) research reports may be available about the 
companies that are the subject of this Citi Investment Research & Analysis (CIRA) research report. Ask your Financial Advisor or use smithbarney.com to view any available 
Morgan Stanley research reports in addition to CIRA research reports. 
Important disclosure regarding the relationship between the companies that are the subject of this CIRA research report and Morgan Stanley Smith Barney LLC and its 
affiliates are available at the Morgan Stanley Smith Barney disclosure website at www.morganstanleysmithbarney.com/researchdisclosures. 
The required disclosures provided by Morgan Stanley and Citigroup Global Markets, Inc. on Morgan Stanley and CIRA research relate in part to the separate businesses of 
Citigroup Global Markets, Inc. and Morgan Stanley that now form Morgan Stanley Smith Barney LLC, rather than to Morgan Stanley Smith Barney LLC in its entirety. For 
Morgan Stanley and Citigroup Global Markets, Inc. specific disclosures, you may refer to www.morganstanley.com/researchdisclosures and 
https://www.citigroupgeo.com/geopublic/Disclosures/index_a.html. 
This CIRA research report has been reviewed and approved on behalf of Morgan Stanley Smith Barney LLC. This review and approval was conducted by the same person who 
reviewed this research report on behalf of CIRA. This could create a conflict of interest. 

The Citigroup legal entity that takes responsibility for the production of the Product is the legal entity which the first named author is employed by.  The Product is made 
available in Australia through Citigroup Global Markets Australia Pty Ltd. (ABN 64 003 114 832 and AFSL No. 240992), participant of the ASX Group and regulated by the 
Australian Securities & Investments Commission.  Citigroup Centre, 2 Park Street, Sydney, NSW 2000.  The Product is made available in Australia to Private Banking 
wholesale clients through Citigroup Pty Limited (ABN 88 004 325 080 and AFSL 238098). Citigroup Pty Limited provides all financial product advice to Australian Private 
Banking wholesale clients through bankers and relationship managers.  If there is any doubt about the suitability of investments held in Citigroup Private Bank accounts, 



Adani Power (ADAN.BO) 

2 September 2010 

 

Citigroup Global Markets 6 

investors should contact the Citigroup Private Bank in Australia.  Citigroup companies may compensate affiliates and their representatives for providing products and 
services to clients.  The Product is made available in Brazil by Citigroup Global Markets Brasil - CCTVM SA, which is regulated by CVM - Comissão de Valores Mobiliários, 
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Canada Square, Canary Wharf, London, E14 5LB.  The Product is made available in United States by Citigroup Global Markets Inc, which is regulated by FINRA and the US 
Securities and Exchange Commission.  388 Greenwich Street, New York, NY 10013.  Unless specified to the contrary, within EU Member States, the Product is made 
available by Citigroup Global Markets Limited, which is regulated by Financial Services Authority.  Many European regulators require that a firm must establish, implement 
and make available a policy for managing conflicts of interest arising as a result of publication or distribution of investment research. The policy applicable to CIRA's 
Products can be found at www.citigroupgeo.com.  Compensation of equity research analysts is determined by equity research management and Citigroup's senior 
management and is not linked to specific transactions or recommendations.  The Product may have been distributed simultaneously, in multiple formats, to the Firm's 
worldwide institutional and retail customers.  The Product is not to be construed as providing investment services in any jurisdiction where the provision of such services 
would not be permitted. Subject to the nature and contents of the Product, the investments described therein are subject to fluctuations in price and/or value and investors 
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may get back less than originally invested. Certain high-volatility investments can be subject to sudden and large falls in value that could equal or exceed the amount 
invested. Certain investments contained in the Product may have tax implications for private customers whereby levels and basis of taxation may be subject to change. If 
in doubt, investors should seek advice from a tax adviser.  The Product does not purport to identify the nature of the specific market or other risks associated with a 
particular transaction.  Advice in the Product is general and should not be construed as personal advice given it has been prepared without taking account of the 
objectives, financial situation or needs of any particular investor. Accordingly, investors should, before acting on the advice, consider the appropriateness of the advice, 
having regard to their objectives, financial situation and needs. Prior to acquiring any financial product, it is the client's responsibility to obtain the relevant offer 
document for the product and consider it before making a decision as to whether to purchase the product. 

© 2010 Citigroup Global Markets Inc.  Citi Investment Research & Analysis is a division and service mark of Citigroup Global Markets Inc. and its affiliates and is used and 
registered throughout the world. Citi and Citi with Arc Design are trademarks and service marks of Citigroup Inc and its affiliates and are used and registered throughout 
the world.  All rights reserved. Any unauthorized use, duplication, redistribution or disclosure is prohibited by law and will result in prosecution. Where included in this 
report, MSCI sourced information is the exclusive property of Morgan Stanley Capital International Inc. (MSCI). Without prior written permission of MSCI, this information 
and any other MSCI intellectual property may not be reproduced, redisseminated or used to create any financial products, including any indices. This information is 
provided on an "as is" basis. The user assumes the entire risk of any use made of this information. MSCI, its affiliates and any third party involved in, or related to, 
computing or compiling the information hereby expressly disclaim all warranties of originality, accuracy, completeness, merchantability or fitness for a particular purpose 
with respect to any of this information. Without limiting any of the foregoing, in no event shall MSCI, any of its affiliates or any third party involved in, or related to, 
computing or compiling the information have any liability for any damages of any kind. MSCI, Morgan Stanley Capital International and the MSCI indexes are services 
marks of MSCI and its affiliates. The information contained in the Product is intended solely for the recipient and may not be further distributed by the recipient. The Firm 
accepts no liability whatsoever for the actions of third parties. The Product may provide the addresses of, or contain hyperlinks to, websites. Except to the extent to which 
the Product refers to website material of the Firm, the Firm has not reviewed the linked site. Equally, except to the extent to which the Product refers to website material of 
the Firm, the Firm takes no responsibility for, and makes no representations or warranties whatsoever as to, the data and information contained therein. Such address or 
hyperlink (including addresses or hyperlinks to website material of the Firm) is provided solely for your convenience and information and the content of the linked site does 
not in anyway form part of this document. Accessing such website or following such link through the Product or the website of the Firm shall be at your own risk and the 
Firm shall have no liability arising out of, or in connection with, any such referenced website. 

ADDITIONAL INFORMATION IS AVAILABLE UPON REQUEST 
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