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NTPC is the largest power generation company in India, with an overall installed
capacity of more than 51 GW. NTPC group contributed 24% to all India generation
during FY17.

Investment Rationale

> Commercial capacity to grow at 8% CAGR over FY17-20E:

NTPC reported weak set of numbers in Q3FY18 with standalone revenue growth of
7% YoY as benefit of healthy volumes growth was offset by sharp decline in
realisation. While energy sent out during the quarter increased by 10.7% YoY to 63.4
BUs, realisation declined by 5% YoY to Rs. 3.2 per unit. While PLF for its coal based
power plants stayed largely flat at 76.92% in Q3FY18 as against 77.21% in Q3FY17,
PLF of gas based power plants increased to 29.90% as against 23.85%. PAF for coal-
based plants witnessed sharp decline to 83% as compared to 91% in Q3FY17 mainly
impacted by shortage of coal at certain plants. Regulated equity witnessed robust
growth of 19% YoY to Rs. 505 bn owing to strong commercial capacity addition of
~4,000 MW in 9MFY18. Going forward, we expect NTPC’s commercial capacity to
grow at 8% CAGR over FY17-20E.

S Margins to stay healthy:

Reported EBITDA was lower than expected in Q3FY18 with EBITDA margin declining
by 168bps YoY to 25.4% impacted by higher employee cost due to pay revision and
leave encashment. Margin was also adversely hit by under recovery of fixed costs
due to lower PAF at three plants. This coupled with significant increase in
depreciation and interest charges led to 4.4% decline in net profit. However, higher
other income and lower tax expenses due to reversal of prior-period taxes restricted
the pace of decline in bottomline. Sustained pace of capacity commercialization
going ahead will drive strong growth in regulated equity. Hence, we factor EBITDA
margin of 28.3%/29% in FY19E/20E.

e Strong commercialisation of projects going ahead:

During the quarter the company commercialised ~1.1 GW of capacity including 250
MW at Bongaigaon and 800 MW at Kudgi, taking the overall capacity
commercialisation to ~4,000 MW in 9MFY18. Further the management has guided
strong capacity addition of 4,740 MW in FY19. However, the company is now going
slow on the renewables energy space due to confusion over tariffs. Considering its
robust capacity expansion plan, we expect NTPC’s revenue to grow at 8% CAGR over
FY17-20E.

Valuation: We factor revenue/PAT CAGR of 8%/7% over FY17-20E. While RoE is
expected to decline to 10.5% in FY18E, the same is expected to bounce back to
11.3% in FY20E. However, review of regulatory tariff plan for 2019-24 will be a key to
watch out for. We maintain BUY rating on the stock with a revised target price (TP)
of Rs. 188 based on 1.3x FY20E book value, an upside of 15%.
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. NTPC Ltd: Business overview

Established in 1975, NTPC (a Maharatna company) is the largest power generation company in
India. The company has presence in the entire value chain of the power generation business.
From fossil fuels, it has forayed into generating power through hydro, nuclear and renewable
energy sources. Currently, it has an installed capacity of 51,383 MW. It has 48 stations
including 8 joint venture power stations. It has further diversified into consultancy, power
trading, training of power professionals, rural electrification and ash utilisation. NTPC has
17.73% of the total national power capacity and it contributes 24% to total power generation.
The company also has backward integration with 10 captive coal mines with total Geological
Reserves of around 7.3 BT.

For power trading, the company has formed a subsidiary — ‘NTPC Vidyut Vyapar Nigam Ltd". It
is the second largest power trading company in the country. Further, NTPC has set up a wholly
owned subsidiary — ‘NTPC Electric Supply Company Ltd.” (NESCL), for distribution and supply of
power.

It has also entered into power equipment manufacturing business. For this, NTPC has formed
joint venture with BHEL and Bharat Forge Ltd. NTPC has also acquired stake in Transformers
and Electricals Kerala Ltd. (TELK) for manufacturing and repair of transformers..

NTPC'’s installed capacity

INTPC Owned |
|Coal | 20 I 38,755 |
|Gas/Liquid Fuel I 7 | 4,017 |
Hydro | 1 I 800 |
lRenewabIe energy projects (Solar PV) “ 11 || 870 |
lwind | 1 I 50 |
[Total I 40 | 44,492 |
IOwned by JVs/Subsidiaries |
|Coal & Gas | 8 I 6,891 |
[Total I 48 | 51,383 |

Source: Company

Growth of NTPC installed capacity and generation

NTPC PLF Vs All India PLF

Year 2009-10 2010-1 201112 2012-13 201314 2014-15 201516 2016-17

@ NTPC* @ AllINDIA*

* for coal / Lignite Stations

Source: Company, In-house research
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Quarterly Financials (Standalone)

QoQ YoY

YoY Growth Growth
(Rs cr) Q3FY18 Q3FY17 Growth% Q2FY18 % 9MFY18 9MFY17 %
Sales 20,774 19,396 7.1% 19,699 5.5% 60,352 57,857 4.3%
EBITDA 5,277 5,252 0.5% 5,440 -3.0% 15,757 15,822 -0.4%
EBITDA Margin (%) 25.4 27.1 (168bps) 28  (222bps) 26.1 27.3  (124bps)
Depreciation 1,881 1,485 26.7% 1,713 9.8% 5,164 4,315 19.7%
EBIT 3,396 3,767 -9.8% 3,728 -8.9% 10,593 11,507 -7.9%
Interest 1,065 909 17.2% 919 15.8% 2,880 2,699 6.7%
Other Income 313 250 25.3% 262 19.8% 1,238 599 106.7%
Exceptional Iltems - - - - - - - -
Regulatory income/ (exp) (59) (25) 135.4% 153 - 322 (26) -
PBT 2,585 3,083 -16.1% 3,223 -19.8% 9,273 9,380 -1.1%
Tax 224 613 -63.5% 784 -71.4% 1,855 2,074 -10.5%
Minority Interest/ P/L of
Associates i ) i i ) ) i i
Reported PAT 2,361 2,469 -4.4% 2,439 -3.2% 7,418 7,306 1.5%
Adjustment - - - - - - - -
Adj PAT 2,361 2,469 -4.4% 2,439 -3.2% 7,418 7,306 1.5%
EPS (Rs) 29 3.0 -4.4% 3 -3.2% 9.0 8.9 1.5%

Source: Company, In-house research
Commercial capacity to grow at 8% CAGR over FY17-20E

NTPC reported weak set of numbers in Q3FY18 with standalone revenue growth of 7% YoY as
benefit of healthy volumes growth was offset by sharp decline in realisation. While energy
sent out during the quarter increased by 10.7% YoY to 63.4 BUs, realisation declined by 5%
YoY to Rs. 3.2 per unit. While PLF for its coal based power plants stayed largely flat at 76.92%
in Q3FY18 as against 77.21% in Q3FY17, PLF of gas based power plants increased to 29.90% as
against 23.85%. PAF for coal-based plants witnessed sharp decline to 83% as compared to 91%
in Q3FY17 mainly impacted by shortage of coal at certain plants. Regulated equity witnessed
robust growth of 19% YoY to Rs. 505 bn owing to strong commercial capacity addition of
~4,000 MW in 9MFY18. Going forward, we expect NTPC’'s commercial capacity to grow at 8%
CAGR over FY17-20E.

Margins to stay healthy

Reported EBITDA was lower than expected in Q3FY18 with EBITDA margin declining by 168bps
YoY to 25.4% impacted by higher employee cost due to pay revision and leave encashment.
Margin was also adversely hit by under recovery of fixed costs due to lower PAF at three
plants. This coupled with significant increase in depreciation and interest charges led to 4.4%
decline in net profit. However, higher other income and lower tax expenses due to reversal of
prior-period taxes restricted the pace of decline in bottomline. Sustained pace of capacity
commercialization going ahead will drive strong growth in regulated equity. Hence, we factor
EBITDA margin of 28.3%/29% in FY19E/20E.

Strong commercialisation of projects going ahead

During the quarter the company commercialised ~1.1 GW of capacity including 250 MW at
Bongaigaon and 800 MW at Kudgi, taking the overall capacity commercialisation to ~4,000
MW in 9MFY18. Further the management has guided strong capacity addition of 4,740 MW in
FY19. However, the company is now going slow on the renewables energy space due to
confusion over tariffs. Considering its robust capacity expansion plan, we expect NTPC’s
revenue to grow at 8% CAGR over FY17-20E.
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Revenue to grow at 8% CAGR over FY17-20E
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Source: Company, In-house research
. Key risks:
» Delays in commercialisation of projects.
» Slackness in power demand from SEBs impacts PLF and would lead to lower incentive
income.




Profit & Loss Account (Consolidated)

Y/E (Rs.Cr) FY17

FY18E FY19E FY20E

Balance Sheet (Consolidated)

Total operating Income 81,232 83,919 92,801 1,00,958
EBITDA 20,647 22,686 26,294 29,311
Depreciation 6,010 7,145 8,579 10,229
EBIT 14,637 15,541 17,714 19,082
Interest cost 3,651 4,359 4,633 4,736
Other Income 2,150 1,883 1,641 1,691
Profit before tax 13,136 13,065 14,722 16,037
Tax 3,047 3,030 3,414 3,719
Profit after tax 10,089 10,035 11,308 12,317
Minority Interests (6) (6) (6) (6)
P/L from Associates 625 656 689 723
Adjusted PAT 10,720 10,697 12,002 13,046
E/o income / (Expense) - - - -
Reported PAT 10,720 10,697 12,002 13,046
Cash Flow Statement (Consolidated)
Y/E (Rs.Cr) FY17 FY18E FY19E FY20E
Pre tax profit 13,760 13,721 15,411 16,760
Depreciation 6,010 7,145 8,579 10,229
Chg in Working Capital 226 761 (198) (16)
Others 3,230 2,476 2,992 3,045
Tax paid (2,626) (3,030) (3,414) (3,719)
Cash flow from
operating activities 20,600 21,072 23,370 26,299
Capital expenditure (24,417) (28,000) (23,000) (20,000)
Chg in investments (857) - - -
Other investing cashflow 343 1,883 1,641 1,691
::;:I:::' frominvesting  4031)  (26,117) (21,359) (18,309)
Equity raised/(repaid) - - - -
Debt raised/(repaid) 15,047 13,500 8,000 3,000
Dividend paid (3,595) (4,453) (4,942) (5,437)
Other financing activities (8,296) (4,359) (4,633) (4,736)
Cash flow from financing
activities 3,155 4,688 (1,576) (7,173)
Net chg in cash (1,176) (356) 436 817

Y/E (Rs.Cr) FY17 FY18E FY19E FY20E
Paid up capital 8,245 8,245 8,245 8,245
Reserves and Surplus 90,082 96,326 1,03,386 1,10,995
Net worth 98,327 1,04,571 1,11,631 1,19,241
Minority Interest 803 798 792 786
Deferred Revenue 2,407 2,407 2,407 2,407
Total Debt 1,13,751 1,27,251 1,35,251 1,38,251
Other non-current
. 4,334 4,334 4,334 4,334
liabilities
Total Liabilities 2,19,623 2,39,361 2,54,415 2,65,019
Net fixed assets 1,04,532 1,35,387 1,59,808 1,82,578
Capital WIP 86,896 76,896 66,896 53,896
Goodwill - - - -
Investments 7,802 7,802 7,802 7,802
Net Current Assets 1,658 541 1,175 2,008
Deferred tax assets
(Net) i i i i
Other non-current
assets 18,735 18,735 18,735 18,735
Total Assets 2,19,623 2,39,361 2,54,415 2,65,019
Key Ratios (Consolidated)
Y/E FY17 FY18E FY19E
Valuation(x)
P/E 12.5 12.6 11.2 10.3
EV/EBITDA 11.9 11.4 10.2 9.2
EV/Net Sales 3.0 3.1 2.9 2.7
P/B 1.4 1.3 1.2 1.1
Per share data
EPS 13.0 13.0 14.6 15.8
DPS 4.4 4.5 5.0 5.5
BVPS 119.3 126.8 135.4 144.6
Growth (%)
Net Sales 11.5 3.3 10.6 8.8
EBITDA 18.9 9.9 15.9 11.5
Net profit -0.8 -0.2 12.2 8.7
Operating Ratios
EBITDA Margin (%) 25.4 27.0 28.3 29.0
EBIT Margin (%) 18.0 18.5 19.1 18.9
PAT Margin (%) 13.2 12.7 12.9 12.9
Return Ratios (%)
RoE 11.3 10.5 11.1 11.3
RoCE 8.3 7.8 8.1 8.2
Turnover Ratios (x)
Net Sales/GFA 0.8 0.6 0.5 0.5
Sales/Total Assets 0.3 0.3 0.3 0.3
Liquidity and
Solvency Ratios (x)
Interest Coverage 4.0 3.6 3.8 4.0
Debt/Equity 1.1 1.2 1.2 1.2
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Rating criteria

Large Cap. Return Mid/Small Cap. Return

Buy More than equal to 10% Buy More than equal to 15%

Hold Upside or downside is less than 10% Accumulate* Upside between 10% & 15%

Reduce Less than equal to -10% Hold Between 0% & 10%
Reduce/sell Less than 0%

* To satisfy regulatory requirements, we attribute ‘Accumulate’ as Buy and ‘Reduce’ as Sell.

* NTPC is a large cap company
Disclaimer:

The SEBI registration number is INH200000394.

The analyst for this report certifies that all the views expressed in this report accurately reflect his / her personal views about the subject
company or companies, and its / their securities. No part of his / her compensation was / is / will be, directly / indirectly related to specific
recommendations or views expressed in this report.

This material is for the personal information of the authorized recipient, and no action is solicited on the basis of this. It is not to be
construed as an offer to sell, or the solicitation of an offer to buy any security, in any jurisdiction, where such an offer or solicitation would
be illegal.

We have reviewed the report, and in so far as it includes current or historical information, it is believed to be reliable, though its accuracy or
completeness cannot be guaranteed. Neither Wealth India Financial Services Pvt. Ltd., nor any person connected with it, accepts any
liability arising from the use of this document. The recipients of this material should rely on their own investigations and take their own
professional advice. Price and value of the investments referred to in this material may go up or down. Past performance is not a guide for
future performance.

We and our affiliates, officers, directors, and employees worldwide:

1. Do not have any financial interest in the subject company / companies in this report;

2. Do not have any actual / beneficial ownership of one per cent or more in the company / companies mentioned in this document, or
in its securities at the end of the month immediately preceding the date of publication of the research report, or the date of public
appearance;

3. Do not have any other material conflict of interest at the time of publication of the research report, or at the time of public
appearance;

4. Have not received any compensation from the subject company / companies in the past 12 months;

5.  Have not managed or co-managed the public offering of securities for the subject company / companies in the past 12 months;

6. Have not received any compensation for investment banking, or merchant banking, or brokerage services from the subject
company / companies in the past 12 months;

7. Have not served as an officer, director, or employee of the subject company;

8. Have not been engaged in market making activity for the subject company;

This document is not for public distribution. It has been furnished to you solely for your information, and must not be reproduced or

redistributed to any other person.

Funds India

Uttam Building, Third Floor|
No. 38 & 39| Whites Road |
Royapettah|Chennai— 600014 |
T:+91 7667 166 166

Email: contact@fundsindia.com
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I, Abhijit Kumar Das, employee of Dion Global Solutions Limited (Dion) is engaged in preparation of this report and hereby certify that
all the views expressed in this research report (report) reflect my personal views about any or all of the subject issuer or securities.

Disclaimer

This report has been prepared by Dion and the report & its contents are the exclusive property of the Dion and the client cannot
tamper with the report or its contents in any manner and the said report, shall in no case, be further distributed to any third party
for commercial use, with or without consideration.

Recipient shall not further distribute the report to a third party for a commercial consideration as this report is being furnished to
the recipient solely for the purpose of information.

Dion has taken steps to ensure that facts in this report are based on reliable information but cannot testify, nor make any
representation or warranty, express or implied, to the accuracy, contents or data contained within this report. It is hereby
confirmed that wherever Dion has employed a rating system in this report, the rating system has been clearly defined including the
time horizon and benchmarks on which the rating is based.

Descriptions of any company or companies or their securities mentioned herein are not intended to be complete and this report is
not, and should not be construed as an offer or solicitation of an offer, to buy or sell any securities or other financial instruments.
Dion has not taken any steps to ensure that the securities referred to in this report are suitable for any particular investor. This
report is not to be relied upon in substitution for the exercise of independent judgment. Opinions or estimates expressed are
current opinions as of the original publication date appearing on this report and the information, including the opinions and
estimates contained herein, are subject to change without notice. Dion is under no duty to update this report from time to time.

Dion or its associates including employees engaged in preparation of this report and its directors do not take any responsibility,
financial or otherwise, of the losses or the damages sustained due to the investments made or any action taken on basis of this
report, including but not restricted to, fluctuation in the prices of securities, changes in the currency rates, diminution in the NAVSs,
reduction in the dividend or income, etc.

The investments or services contained or referred to in this report may not be suitable for all equally and it is recommended that an
independent investment advisor be consulted. In addition, nothing in this report constitutes investment, legal, accounting or tax
advice or a representation that any investment or strategy is suitable or appropriate to individual circumstances or otherwise
constitutes a personal recommendation of Dion.

REGULATORY DISCLOSURES:
Dion is engaged in the business of developing software solutions for the global financial services industry across the entire

transaction lifecycle and inter-alia provides research and information services essential for business intelligence to global companies
and financial institutions. Dion is listed on BSE Limited (BSE) and is also registered under the SEBI (Research Analyst) Regulations,
2014 (SEBI Regulations) as a Research Analyst vide Registration No. INH100002771. Dion’s activities were neither suspended nor has
it defaulted with requirements under the Listing Agreement and / or SEBI (Listing Obligations and Disclosure Requirements)
Regulations, 2015 with the BSE in the last five years. Dion has not been debarred from doing business by BSE / SEBI or any other
authority.

In the context of the SEBI Regulations, we affirm that we are a SEBI registered Research Analyst and in the course of our business,
we issue research reports /research analysis etc that are prepared by our Research Analysts. We also affirm and undertake that no
disciplinary action has been taken against us or our Analysts in connection with our business activities.

In compliance with the above mentioned SEBI Regulations, the following additional disclosures are also provided which may be
considered by the reader before making an investment decision:
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1. Disclosures regarding Ownership

Dion confirms that:
(i) Dion/its associates have no financial interest or any other material conflict in relation to the subject company (ies)
covered herein at the time of publication of this report.

(ii) It/its associates have no actual / beneficial ownership of 1% or more securities of the subject company (ies) covered
herein at the end of the month immediately preceding the date of publication of this report.

Further, the Research Analyst confirms that:
(i) He, his associates and his relatives have no financial interest in the subject company (ies) covered herein, and they
have no other material conflict in the subject company at the time of publication of this report.

(ii) he, his associates and his relatives have no actual/beneficial ownership of 1% or more securities of the subject
company (ies) covered herein at the end of the month immediately preceding the date of publication of this report.

2. Disclosures regarding Compensation:

During the past 12 months, Dion or its Associates:

(a) Have not managed or co-managed public offering of securities for the subject company (b) Have not received any compensation
for investment banking or merchant banking or brokerage services from the subject company (c) Have not received any
compensation for products or services other than investment banking or merchant banking or brokerage services from the subject.
(d) Have not received any compensation or other benefits from the subject company or third party in connection with this report

3. Disclosure regarding the Research Analyst’s connection with the subject company:

It is affirmed that I, Abhijit Kumar Das employed as Research Analyst by Dion and engaged in the preparation of this report have not
served as an officer, director or employee of the subject company

4. Disclosure regarding Market Making activity:

Neither Dion /its Research Analysts have engaged in market making activities for the subject company.

Copyright in this report vests exclusively with Dion.
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