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CMP: % 173 Target: ¥ 210 (21%) Target Period: 12 -15 months BUY
May 22, 2023
Good Q4YF23, sets aggressive renewable capacity vIdidid
addition targets over next three years... NTPC
About the stock: NTPC is India’s largest power generation company with a total m
installed capacity of 69134 MW at the group level Particulars Amount
pacity group ' Market Capitalisation % 167994 Crore
e NTPC has 17% of total installed capacity in India with 24% generation share Debt (FY23) % 180500Crore
C . Cash (FY23) % 6409 Crore
e The company’s vision is to become a 130 GW+ company by 2032 of which EV % 342085 Crore
60 GW would be contributed by renewable energy 52 week H/L 2 182/112
Equity capital % 9696.7 Crore
Face value 10

Q4FY23 Results: NTPC posted a good set of numbers for Q4FY23.
Shareholding pattern

Jun-22 Sep-22 Dec-22 Mar-23

e Gross generation and energy sold was at 89.7 billion units (BUs) and 77.8
BUs, which were higher than our estimates. Plant load factor (PLF) for

Q4FY23 was at 80.3% vs. 68.9% in Q3FY23 Promete 51.1% 51.1% 51.1%  51.1%
Fll 14.0% 15.0% 15.7% 15.6%
e EBITDA came in at ¥ 11109.5 crore. Lower finance costs at ¥ 2581.7 crore DI 31.3% 31.3% 30.5%  30.5%

also aided PAT along with strong operational performance. PAT came in at
¥ 5672.3 crore vs. our estimate of ¥ 5237 crore

Others  3.6% 2.6% 2.7% 2.8%
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What should investors do? The company has set out an aggressive renewable 250

capacity addition plan to the tune of 16000 MW over FY24-26, which is expected to 12000

200
scale up the green portfolio of the company and lead to a rerating of the stock. 150
7000
e We maintain our BUY rating on the stock 100
: . . 50 ‘ | - 2000
Target Price and Valuation: We value NTPC at % 210 i.e. 1.3x FY25E book value. 9 = N o
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Key triggers for future price performance:

e Per year addition of 4000-5000 MW of renewable capacity and strong Recent event & key risks

owth in regulated equity in the conventional thermal tfoli . .
growth in regu quity in srion rmat portiolio e Under construction capacity of
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18 GW
Alternate Stock Idea: Apart from NTPC, in our capital goods coverage, we like e Koy Risk: (i) Muted economic
L&T. The company is best play on the capex theme in India with strong sectoral and recovery to keep blended PLFs
geographical diversification coupled with strong visibility going ahead. lower ii) Delay in capacity
e We value L&T atZ 2650 on SoTP basis addition in solar space
Research Analyst
Chirag Shah

shah.chirag@icicisecurities.com

Key Financial Summary

5 year CAGR (FY18- 2 year CAGR (FY23-

Key Financials FY21 FY22 FY23 FY24E FY25E

23) 25E)
Net Sales 97,700.4 1,21,174.6 1,63,769.8 8.9% 1,79,606.7 1,97,567.4 9.8%
EBITDA 27,092.7 36,016.0 43,228.4 11.8% 50,570.0 56,484.2 14.3%
EBITDA Margins (%) 21.7 29.7 26.4 28.2 28.6
Net Profit 10,112.8 16,273.0 17,196.7 8.3% 20,906.5 24,528.8 19.4%
EPS (%) 10.2 16.4 17.4 21.1 24.8
P/E 16.9 10.5 10.0 8.2 7.0
RoNW (%) 8.9 11.5 12.9 14.1 15.1
RoCE (%) 4.8 9.1 10.7 11.8 12.2

Source: Company, ICICI Direct Research
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Key takeaways of recent quarter & conference call highlights

ESG Disclosure Score

Q4FY23 Results Highlights: Aggressive renewable capacity addition target

) ] Score FY19 FY20  FY21

. R_evenue from operatlons for the quarter increased to ?_ 41317.9.0 crore; Environmental 17.6 294 208
higher than our estimate of ¥ 38897 crore. From a operational perspective, i

gross generation and energy sold were at 89.7 billion units (BUs) and 77.8 Social 138 ns M3

Bus, higher than our estimates of 83.9 BUs and 77.8 BUs. However, tariff Governance 81.4 814 814

came in at T 4.95 per unit (expected at ¥ 5/unit) led to rise in revenues. The Overall ESG Score 39.0 43.0 401

company as of FY23 has an installed and commercial capacity of 56368 MW
each whereas group level capacity was at 72254 MW

e PLFs or load factor for Q4FY23 were at 80.3% vs. 68.9% in Q3FY23. The
same for the gas stations was at 1.7% for the quarter. The company received
coal supplies to the tune of ~58 million tonne out of which ~3 million tonnes
was from imported sources. For FY23, coal from imported sources was at
14 million tonne

e EBITDA came in at ¥ 11109.5 crore. Lower finance costs at ¥ 2581.7 crore
also aided PAT along with a strong operational performance. Consequently,
PAT came in atT 5672.3 crore vs. our estimate of ¥ 5237 crore. The company
has declared % 7.25/share as total dividend for FY23, which includes an
interim dividend of ¥ 4.75/share during Q3YF23.

Q4FY23 conference call highlights

e The company has set out an aggressive capacity addition of 16000 MW over
FY24-26 on the renewable side most of which will be on the solar side
whereas wind capacity will be to the tune of 4000-5000 MW. NTPC has 3300
MW of operational capacity while 4600 MW of projects are under
construction and projects to the tune of 12600 MW are at various stages of
planning ( PPA singed/ Projects bid won). At the group level, the operational
green capacity was at 3300 MW

e  On the thermal side, the company will add projects to the tune of 4600 MW
and ~3600 MW in FY24E and FY25E. On the new projects, the company will
only do brownfield expansions to the tune of 6000 MW and the same will
be awarded in FY24

e The company has transferred 15 RE assets to NGEL and the equity base of
that subsidiary was at % 5000 crore as of FY23

e In order to move away from coal assets, the company is planning to set up
a JV with NPCIL and mark its foray into the nuclear power generation space.
The company has identified projects to the tune of 4200 MW projects in MP
(2X700 MW) and Rajasthan (4X700 MW) out of which it is confident of
adding 2000 MW by 2032

e The company has achieved capex of ¥ 24597 crore on a standalone basis
while consolidated capex was at ¥ 35204 crore. The company has incurred
a cumulative capex of ¥ 9279 crore of capex on the coal mining segment

e NTPC produced 20.2 MT of coal from its coal mines in FY23 vs. 13.6 MT in
FY22. Production from coal mines is expected to reach 50 MT by FY27E.
The company during FY23 imported coal to the tune of 14 MMT vs. 2.5 MMT
imported in FY22

e Average cost of borrowing was at 6.3% in Q4FY23 vs. 6.32% in Q3FY23 and
5.94% in Q4FY22

e CWIP was at% 67771 crore vs. ¥ 98800 crore given renewable projects have
lesser gestation period to execute and are smaller in project size as
compared to the conventional power plant

e For FY23, PLF was at 75.9% vs. national average of 64.2%

ICICI Securities | Retail Research 2
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Exhibit 1: Variance Analysis

Q4FY23 Q4FY23E Q4FY22 YoY (%) Q3FY23 QoQ (%) Comments
Energy sales net 41,3179 38,897.0  32,905.0 256 41,4105 (0.2) Revenues were above estimates on account of
higher than expected generation
Other operatring income 0.0 0.0 0.0 - 0.0 -
Total Income 41,317.9 38,897.0  32,905.0 25.6 41,4105 (0.2)
Fuel 24,786.5 21,972.9 18,767.6 32.1 21,892.0 13.2
G&A 3,897.4 3,900.0 2,646.0 47.3 4,781.5 (18.5)
Employee expense 1,524.4 1,492.1 1,370.9 11.2 1,497.8 1.8
Total expenses 30,208.4 F 217,365.0 22,784.5 32.6 28,171.3 7.2
EBITDA 11,109.5 11,532.0 10,120.6 30.0 13239,2 40.0
EBITDA Margin (%) 26.9 29.6 30.8  -387 bps 320 -511bps
Depreciation 3,393.3 3,350.0 2,945.9 15.2 3,312.1 2.5
Interest 2,581.7 2,900.0 1,912.2 35.0 2,874.4 -10.2
Other Income 1,721.1 1,100.0 1,225.0 40.5 738.3 133.1
PBT 7,215.9 6,801.3 6,627.3 8.9 7,791.0 (7.4)
Total Tax 1,543.5 1,564.3 1,005.4 53.5 1,581.2 (2.4)
Adjusted PAT 5,672.3 5,237.0 5,622 0.9 4,476.0 26.7 PAT was higher than estimates
Key Metrics
Generation (Crore units) 8,966.8 8,390.0 7,992.4 12.2 7,864.6 14.0 Generation was higher than expected
Sales (Crore units) 8,342.0 7,780.0 7,392.7 12.8 7,281.0 14.5
Tariff rate (I/Kwh) 5.0 5.0 4.5 11.3 5.7 (12.8)

Source: Company, ICICI Direct Research

Exhibit 2: Change in estimates

FY24E FY25E
(% Crore) Old New % Change oid New % change
Revenue 1,50,080.0 1,79,606.7 19.7 - 1,97,567.4 -
EBITDA 44,353.0 50,570.0 14.0 - 56,484.2 -
EBITDA Margin (%) 28.9 28.2 -74 bps - 28.6 -
PAT 20,215.0 20,906.5 3.4 - 24,528.8 -
EPS ) 20.4 21.1 3.4 - 24.8 -

Source: ICICI Direct Research

ICICI Securities | Retail Research 3
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ICICI Direct Research

Exhibit 3: Profit and loss statement S
crore (Year-end March) FY22 FY23 FY24E FY25E
(Year-end March) FY22 FY23 FY24E FY25E  Profit Before Tax 16,273 17,197 20,907 24,529
Total operating Income 1,21,175 1,63,770 1,79,607  1,97,567  Add: Depreciation 12,068 13,137 14,369 16,793
Growth (%) 24 35 10 10 (Inc)/dec in Current Assets -15,447 -16,371 -9,668 -11,326
Raw Material Expenses 70,020 1,00,508 1,07,000 1,17,700 Inc/(dec) in CL and Provisions 7,378 23,718 4,672 6,626
Employee Expenses 5,421 5,559 6,115 6,665 Others 8,217 9,979 12,393 12,842
Other expenses 9,717 14,475 15,922 16,718 CF from operating activities 44,617 32,965 52,663 58,865
Total Operating Expenditure 85,159  1,20,541 1,29,037  1,41,083 (Inc)/dec in Investments 4,246 21,739 10,000 -10,000
EBITDA 36,016 43,228 50,570 56,484 (Inc)/dec in Fixed Assets -25,000 -28,000 -25,000  -27,000
Growth (%) 51 34 34 26 Others 0 1 2 3
Depreciation 12,058 13,137 14,369 16,793 CF from investing activities -20,754 -260 -14,998 -36,997
Interest 8,217 9,979 12,393 12,842 Issue/(Buy back) of Equity 0 1 2 3
Other Income 3,575 3,955 3,500 3,700 Inc/(dec) in loan funds 54,164 29,015 11,706 16,819
PBT 19,316 24,067 27,309 30,549 Dividend paid & dividend tax -8,041 -8,902 9,764  -11,487
Others 1,414 -591 200 500  Inc/(dec) in Sec. premium 3 4 5 6
Total Tax 4,458 6,279 6,602 6,520  QOthers 8,217 9,979  -12,393  -12,842
PAT 16,273 17,197 20,907 24,529 CF from financing activities 37,910 10,139  -10,444  -7,500
Adjusted PAT 16,273 17,197 20,907 24,529 Net Cash flow 1 1,565 _15'301 _2’257 3,180
Growth (%) 61 6 22 17 Opening Cash 10,145 21,710 6,409 4,152
EPS R) 16.4 17.4 21.1 248  Closing Cash 21,710 6,409 4,152 7,332
Source: Company, ICICI Direct Research Source: Company, ICICI Direct Research
(Year-end March) FY22 FY23 FY24E FY25E (Year-end March) FY22 FY23 FY24E FY25E
Liabilities Per share data (%)
Equity Capital 9,895 9,895 9,895 9,895 EPS 16.4 17.4 21.1 24.8
Reserve and Surplus 1,18,258  1,26,553 1,37,695  1,50,738 Cash EPS 28.6 30.7 35.7 41.8
Total Shareholders funds 1,28,153  1,36,447 1,47,590 1,60,632 BV 129.5 137.9 149.2 162.3
Total Debt 1,72,294 1,80,909 1,88,145  1,93,789 DPS 7.0 7.8 8.5 10.0
AAD 1,947 1,947 1,947 1,947 Cash Per Share 21.9 6.5 4.2 7.4
Minority Interest / Others 1,152 1,152 1,152 1,152 Operating Ratios (%)
Total Liabilities 3,03,545 3,20,454 3,38,834  3,57,520 EBITDA Margin 29.7 26.4 28.2 28.6
PBT / Total Operating income 15.9 14.7 15.2 15.5
Assets PAT Margin 13.4 10.5 11.6 12.4
Gross Block 3,03,995 3,23,995 3,43,995  3,63,995 Inventory days 66.6 65.7 66.0 65.6
Less: Acc Depreciation 95,919 95,919 96,432 96,959 Debtor days 45.6 36.5 36.5 36.5
Net Block 2,08,076  2,28,076 2,47,563  2,67,036 Creditor days 10.1 10.1 10.1 10.1
Capital WIP 63,067 73,067 88,067 98,067 Return Ratios (%)
Total Fixed Assets 2,71,143 3,01,143 3,35629  3,65103 RoE 11.5 12.9 14.1 15.1
Investments 12,293 12,293 12,293 12,293 RoCE 9.1 10.7 1.8 12.2
Inventory 12,774 18,081 19,356 21,162 RolC 9.3 1.1 12.2 12.4
Debtors 15,147 16,377 17,961 19,757 Valuation Ratios (x)
Loans and Advances 36,352 40,942 44,902 49,392 P/E 105 10.0 8.2 1.0
Other Current Assets 24,235 29,479 32,329 35,562 EV / EBITDA 8.9 8.0 1.0 6.3
Cash 21,710 6,409 4,152 7,332 EV / Net Sales 2.7 2.1 2.0 1.8
Total Current Assets 1,10,218 1,11,288 1,18,699  1,33,206 Market Cap / Sales 1.4 1.0 1.0 0.9
Creditors 12,774 19,889 21,291 23,279 Price to Book Value 1.3 1.3 1.2 11
Other Liabilities 29,805 46,408 49,679 54,317 Solvency Ratios
Provisions 7,466 7,466 7,466 7,466 Debt/EBITDA 4.8 4.2 3.7 3.4
Total Current Liabilities 50,045 73,764 78,436 85,062 Debt / Equity 1.3 1.3 1.3 1.2
Net Current Assets 60,172 37,524 40,263 48,144 Current Ratio 2.6 1.7 1.7 1.7
Others Assets 0 1 2 3 Quick Ratio 0.5 0.1 0.1 0.1
Application of Funds 3,03,545 3,20,454 3,38,834  3,57,520 Source: Company, ICICI Direct Research
Source: Company, ICICI Direct Research
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RATING RATIONALE

ICICI Direct endeavours to provide objective opinions and recommendations. ICICI Direct assigns ratings to its
stocks according -to their notional target price vs. current market price and then categorizes them as Buy, Hold,
Reduce and Sell. The performance horizon is two years unless specified and the notional target price is defined
as the analysts' valuation for a stock

Buy: >15%
Hold: -5% to 15%;
Reduce: -15% to -5%;

Sell: <-15%
ﬁlclcn irect.com| N 1
Investaven uo Your Fingertips BH{JE{EE—‘ ‘
ICICI Securities Ltd. 7S STARMINE j
eCUf . @:m stAwerd2012 A/
Pankaj Pandey Head — Research pankaj.pandey@icicisecurities.com

ICICI Direct Research Desk,
ICICI Securities Limited,
Third Floor, Brillanto House,
Road No 13, MIDC,

Andheri (East)

Mumbai - 400 093
research@icicidirect.com
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ANALYST CERTIFICATION

I/We, Chirag Shah, PGDBM Research Analysts, authors and the names subscribed to this report, hereby certify that all of the views expressed in this research report accurately reflect our views about 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. It is also confirmed that above mentioned Analysts of this report have not
received any compensation from the companies mentioned in the report in the preceding twelve months and do not serve as an officer, director or employee of the companies mentioned in the report.

Terms & conditions and other disclosures:

ICICI Securities Limited (ICICI Securities) is a full-service, integrated investment banking and is, inter alia, engaged in the business of stock brokering and distribution of financial products.

ICICI Securities is Sebi registered stock broker, merchant banker, investment adviser, portfolio manager and Research Analyst. ICICI Securities is registered with Insurance Regulatory Development Authority of India Limited (IRDAI)
as a composite corporate agent and with PFRDA as a Point of Presence. ICICI Securities Limited Research Analyst SEBI Registration Number — INH000000990. ICICI Securities Limited SEBI Registration is INZ000183631 for stock
broker. Registered Office Address: ICICI Venture House, Appasaheb Marathe Marg, Prabhadevi, Mumbai - 400 025. CIN: L67120MH1995PLC086241, Tel: (91 22) 6807 7100. ICICI Securities is a subsidiary of ICICI Bank which is
India’s largest private sector bank and has its various subsidiaries engaged in businesses of housing finance, asset management, life insurance, general insurance, venture capital fund management, etc. (“associates”), the details in
respect of which are available on www.icicibank.com.

Investments in securities market are subject to market risks. Read all the related documents carefully before investing.

Registration granted by Sebi and certification from NISM in no way guarantee performance of the intermediary or provide any assurance of returns to investors. None of the research recommendations promise or guarantee any
assured, minimum or risk-free return to the investors.

Name of the Compliance officer (Research Analyst): Mr. Anoop Goyal
Contact number: 022-40701000 E-mail Address: complianceofficer@icicisecurities.com
For any queries or grievances: Mr. Prabodh Avadhoot Email address: headservicequality@icicidirect.com Contact Number: 18601231122

ICICI Securities is one of the leading merchant bankers/ underwriters of securities and participate in virtually all securities trading markets in India. We and our associates might have investment banking and other business relationship
with a significant percentage of companies covered by our Investment Research Department. ICICI Securities and its analysts, persons reporting to analysts and their relatives are generally prohibited from maintaining a financial
interest in the securities or derivatives of any companies that the analysts cover.

Recommendation in reports based on technical and derivative analysis centre on studying charts of a stock's price movement, outstanding positions, trading volume etc as opposed to focusing on a company's fundamentals and, as
such, may not match with the recon Jation in fundamental reports. Investors may visit icicidi

Our proprietary trading and investment businesses may make investment decisions that are inconsistent with the recommendations expressed herein.

ICICI Securities Limited has two independent equity research groups: Institutional Research and Retail Research. This report has been prepared by the Retail Research. The views and opinions expressed in this document may or may
not match or may be contrary with the views, estimates, rating, and target price of the Institutional Research.

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 a reasonable basis, ICICI Securities is 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 might be 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 shall 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

imul ly, 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 judgment by any recipient.
The recipient should independently evaluate the investment risks. The value and return on investment may vary because of changes in interest rates, foreign exchange rates or any other reason. ICICI Securities accepts no liabilities
whatsoever 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. Investors are advised to see Risk Disclosure Document to understand the risks
associated before investing in the securities markets. 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 or its associates might have managed or co-managed public offering of securities for the subject company or might have been mandated by the subject company for any other assignment in the past twelve months.

ICICI Securities or its associates might have received any 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 managing or co-
managing public offerings, corporate finance, investment banking or merchant banking, brokerage services or other advisory service in a merger or specific transaction.

ICICI Securities or its associates might have received any compensation for products or services other than investment banking or merchant banking or brokerage services from the companies mentioned in the report in the past
twelve months.

ICICI Securities encourages independence in research report preparation and strives to minimize conflict in preparation of research report. ICICI Securities or its associates or its analysts did not receive any compensation or other
benefits from the companies mentioned in the report or third party in connection with preparation of the research report. Accordingly, neither ICICI Securities nor Research Analysts and their relatives have any material conflict of
interest at the time of publication of this report.

Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.

ICICI Securities or its subsidiaries coll ly or R h Analysts or their relatives 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.

Since associates of ICICI Securities and ICICI Securities as a entity are engaged in various financial service businesses, they might have financial interests or actual/beneficial ownership of one percent or more or other material conflict
of interest various companies including the subject company/companies mentioned in this report.

ICICI Securities may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report.
Neither the Research Analysts nor ICICI Securities have been engaged in market making activity for the companies mentioned in the report.
We submit that no material disciplinary action has been taken on ICICI Securities by any Regulatory Authority impacting Equity Research Analysis activities.

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.
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