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Economy News
 India's wholesale price inflation accelerated to an eight-month high in

October of 7% in October from 6.46% MoM, increasing pressure on the
central bank to raise policy rates as it was followed by a double-digit rise
in retail prices. (Mint)

 SEBI plans to announce stringent rules that will make it incumbent upon
companies to make disclosures relating to fraud, litigation against senior
executives and their financial implications. (ET)

 India is exploring local currency trade with Japan and South Korea as it
seeks to cut outflow of dollars, much needed to finance its large current
account deficit. (ET)

 The Department of Telecom wants to have a new and more rational
approach to penalty norms for telecom operators before the
commencement of next spectrum auction. (ET)

 The Foreign Investment Promotion Board (FIPB) has eased FDI in defence
sector and decided not to reject proposals from a foreign company only
because it or any of its group companies or their parent is under
investigation in the country or abroad. (BS)

Corporate News
 The tax-free bonds of NTPC, the country's largest power producer, will be

open for investment in a fortnight. The firm aims to collect Rs 17.5 bn
through this issue. (BL)

 The tool-down strike at auto component maker Mico Bosch's Adugodi
plant entered its third day on Saturday even as late evening tripartite
negotiations remained inconclusive. (BS)

 A fire broke out in one of the blocks of Aurobindo Pharma Limited's
manufacturing unit in Srikakulam district Wednesday evening.
Firefighters were still trying to control the flames late in the evening. (BS)

 French drug maker Sanofi SA is close to acquiring city-based Elder
Pharmaceuticals, valuing the pharmaceuticals company at about Rs 22
bn. (BS)

 Faced with their loan exposure to the Delhi Airport Metro Express Link
project turning into a non-performing asset, a consortium of lenders led
by Axis bank has initiated steps for recovery of the dues.by sending
recovery notices to both Reliance Infrastructure (promoter of the
original concessionaire) and Delhi Metro Rail Corporation (which is now
operating the Airport Metro link). (BL)

 HCL Infosystems, which competes with multinational giants like HP and
Dell, will phase-off its manufacturing business in the next few years to
improve margins and increase organisational efficiency. (ET)

 Tata Power owned 4,000-MW Mundra ultra mega power project (UMPP)
in Gujarat has been shut since Thursday after a major fire broke out at
the site. Repair is underway and generation will be restored by
November 24.(BS)

 Ranbaxy Laboratories, the global generic arm of Japan's second-largest
pharmaceutical company, Daiichi Sankyo, plans to supply medicines to the
Land of the Rising Sun from its Indian facilities. (BS)

 Reliance Industries would repair a third of the wells shut at its main gas
field in the eastern offshore KG-D6 block to boost output in the first
quarter of 2014. (BS)

Equity
% Chg

14 Nov 13 1 Day 1 Mth 3 Mths

Indian Indices
SENSEX Index  20,399  1.0  (2.3)  9.7
NIFTY Index  6,056  1.1  (0.5)  5.5
BANKEX Index  12,326  2.7  4.1  7.8
BSET Index  8,462  (0.1)  (1.0)  13.7
BSETCG INDEX  8,884  1.9  5.4  21.8
BSEOIL INDEX  8,398  0.6  (1.4)  (2.0)
CNXMcap Index  7,516  1.5  3.3  8.0
BSESMCAP INDEX  5,956  1.1  4.6  10.6

World Indices
Dow Jones  15,962  0.5  3.6  5.8
Nasdaq  3,986  0.3  1.8  10.6
FTSE  6,693  0.4  1.1  3.0
NIKKEI  15,166  1.9  4.6  11.6
HANGSENG  23,032  1.7  0.6  4.3

Value traded (Rs cr)
14 Nov 13 % Chg - Day

Cash BSE  1,805  (3.5)
Cash NSE  10,285  (10.7)
Derivatives 133,749  (8.2)

Net inflows (Rs cr)
13 Nov 13 % Chg MTD YTD

FII  377  21.2  2,220  92,065
Mutual Fund  (94)  74.4  (1,041)  (21,284)

FII open interest (Rs cr)
13 Nov 13 % Chg

FII Index Futures  14,066  (1.1)
FII Index Options  51,960  2.7
FII Stock Futures  29,301  2.0
FII Stock Options  1,670  4.4

Advances / Declines (BSE)
14 Nov 13 A B T Total % total

Advances 161 976 264  1,401 54
Declines  42  780  236  1,058 41
Unchanged  1  116 36  153 6

Commodity % Chg

14 Nov 13 1 Day 1 Mth 3 Mths

Crude (NYMEX)  (US$/BBL)  93.6  (0.3)  (7.2)  (12.9)
Gold   (US$/OZ)  1,289.3  0.1  (2.1)  (6.0)
Silver  (US$/OZ)  20.8  (0.0)  (5.5)  (11.1)

Debt / forex market
14 Nov 13 1 Day 1 Mth 3 Mths

10 yr G-Sec yield %  8.9  9.1  8.6  8.5
Re/US$  63.3  63.7  61.5  61.2

Sensex

Source: ET = Economic Times, BS = Business Standard, FE = Financial Express,

BL = Business Line,  ToI: Times of India, BSE = Bombay Stock Exchange
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ALLCARGO LOGISTICS

PRICE: RS.100 RECOMMENDATION: BUY
TARGET PRICE: RS.120 FY15E P/E: 6.3X

Allcargo Logistics (AGLL) reported a consolidated adjusted PAT of Rs 421 mn
vs. our estimate of Rs 425 mn, Volumes have improved for the key CFS
segment at 48,350 TEUs (+5% QoQ) with marginal increase in realisation at
~Rs 13000/TEU. Volumes have improved even for the key MTO segment at
76,338 TEUs (+7% QoQ). Consequently sales have increased to Rs 10.7 bn
(+10% QOQ and +5% YoY). Performance of the quarter is healthy
considering weak global container shipping market, slowing of trade and
strong competition in the CFS business (leading to lower utilisation).

Despite sluggish growth in World Trade and poor container shipping
market, Allcargo has been performing strongly in the Multimodal Transport
Operation (MTO) segment. The key container Freight Station (CFS) business
has shown some improvement in the business in the last two quarters.
While revenues for the project engineering solution division have been
volatile for Allcargo primarily due to weak economic environment and slow
capex cycle.

We estimate the (Multimodal Transport Operation) MTO segment to grow at
7% in FY14 and 5% in FY15 (management guides 10%) with some margin
decline despite bad times as the company primarily operates in Less than
Container Load (LCL) segment which is more immune to sluggishness in
container trade. Strong relationships will help the company to outperform
its peers and grow at 5% in volumes in FY14 and 3% in FY15 in the CFS
segment. We also estimate revenue for the PES division to continue to grow
in FY14 to Rs 5.8 bn (+22% YoY) and to Rs 6.5 bn in FY15E (+ 13% YoY) on
the back of new order wins during the year. Consequently we estimate
earnings to grow by 5.6% in FY14 at Rs 1.78 bn (EPS of Rs 14.3/share) and to
grow by 13.2% in FY15 to Rs 2 bn (EPS of 15.9/share).

We assign a PE of 7.5 x to Allcargo which is at 1/3rd discount to its median
P/E. Target multiple of 7.5x also implies a discount of 25% to GDL and
discount of 40% to Concor based on FY15 earnings (rolled over from FY14)
from our coverage universe. We recommend BUY on Allcargo Logistics with
an increased TP of Rs 120 (earlier Rs.110).

Quarterly Snapshot (consolidated)

(Rs mn) Q2FY13 Q3FY13 Q4FY13 Q1FY14 Q2FY14

Sales 10,142 9,727 9,553 9,804 10,719

Operating expense 6,889 6,648 6,748 6846 7411

Staff cost 1,408 1,474 1,379 1438 1632

other benefits 775 844 775 623 746

Operating expd 9072 8966 8902 8907 9789

EBIDTA 1070 761 651 897 930

EBIDTA (%) 10.6 7.8 6.8 9.1 8.7

Depreciation 456 375 359 336 326

Interest 32 167 109 105 107

Other income 350 51 202 119 81

PBT 932 270 385 575 578

Taxes 277 -101 199 167 131

PAT 655 371 186 408 447

Minority interest 61 12 18 21 26

Adjusted PAT 594 359 168 387 421

Extraordinary' items 0 0 0 0 0

Reported PAT 594 359 168 387 421

Source: Company

Summary table

(Rs mn) FY13 FY14E FY15E

Sales  39,174 40,747  44,250
Growth (%)  (8.3)  4.0  8.6
EBITDA  3,616 3,710  4,071.0
EBITDA margin (%)  9.2  9.1  9.2
PBT  2,315 2,360 2,671
Net profit 1,676 1,770 2,003
EPS (Rs)  13.3  14.0  15.9
Growth (%)  (41.0)  5.6  13.2
CEPS (Rs)  25.0  26.0  27.8
Book value (Rs/share) 123.4  136.0  150.4
Dividend /share (Rs)  1.5 1.5 2.5
ROE (%) 10.8 10.3 10.6
ROCE (%) 11.1 10.1 10.4
Net cash (debt)  (3,100)  (4,000)  (4,300)
Net WC (Days)  27.2 22.5 24.0
EV/EBITDA (x) 4.3 4.6 4.3
P/E (x)  7.5  7.1  6.3
P/Cash Earnings  4.0  3.9  3.6
P/BV (x)  0.8  0.7  0.7

Source: Company, Kotak Securities - Private
Client Research

RESULT UPDATE

Amit Agarwal
agarwal.amit@kotak.com

+91 22 6621 6222
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Non Vessel Owned Container Carrier (NVOCC) or Multimodal
Transport Operations (MTO) continues to show a small growth
Allcargo generates its ~10% MTO volume from Indian market and the remaining
90% MTO volume through ECU Line which has its presence in over 59 countries.
MTO business largely depends upon the performance of the container shipping seg-
ment. However, the global container freight rates has fallen across routes by more
than 50% in the last two years with no signs of immediate recovery. For instance
India - UK per TEU container shipping rate has fallen from $ 1200 per TEU in Janu-
ary 2011 to $500 per TEU currently. But AGL been a Less than Container Load (LCL)
consolidator won't be much impacted by the weakness in the container market.
Typically LCL volumes are more immune to slowness in container trade as a large
part of Full Container Load (FCL) volumes during bad times gets converted into LCL
volumes. So the impact on the FCL business is more than the LCL business. Hence
we are not bearish for MTO volume growth for AGL. Increasing containerization es-
pecially in India supports our argument. In FY13 the consolidated MTO volumes was
reported at ~2.85 lakh TEUS (grew by +3% YoY) and we estimate the segment to
show similar growth in FY14E increasing 7% at ~3.04 lakh TEUs and 5% in FY15 at
319,280 TEUs (versus management guidance of 9 to 10%).

MTO volumes for Allcargo in TEUs

ECU CAGR India CAGR Total CAGR

CY08 190,509 29,555 220,064

CY09 181,313 -4.8 24,868 -15.9 206,181 -6.3

CY10 211,679 16.7 25,875 4.0 237,554 15.2

15FY12 301,433 42.4 35,562 37.4 336,995 41.9

FY13 251,146 -16.7 33,580 -5.6 284,726 -15.5

FY14E 266,215 6.0 37,861 12.7 304,076 6.8

FY15E 276,863 4.0 42,417 12.0 319,280 5.0

Source: Company, Kotak Securities - Private Client Research

Aggressively expanded in CFS segment
Allcargo has expanded aggressively in the CFS in the last 2 years with the total CFS
capacity increasing from ~ 3 lakh TEUs in CY10 to ~4.85 lakh TEUS in FY13.

Current capacities for Allcargo at CFS/ICDs in TEUs

CY10 Current

JNPT CFS 144,000 288,000

Chennai CFS 90,000 120,000

Mundra CFS 77,000 77,000

Dadri ICD 52,000 52,000

Kheda ICD 36,000 36,000

Source: Company

However we estimate the CFS volumes for the company to grow at a slow pace
primarily due to two reasons 1) Slowing trade and 2) Increasing competition
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Competition intensifying at JNPT and Chennai for CFS cargo
There are more than 25 CFS serving the port of JNPT with a total CFS capacity of
2.5 mn TEUs with few more to begin operations in next couple of years. The CFS
capacity at the port has grown at a CAGR of 15% in the last 6 years while container
volumes at the port have grown at a CAGR of 7% during the same time. This has
led to competition at the port amongst the CFS players, with volumes and margins
under pressure. Similarly, the CFS capacity at the 2nd biggest container port of
Chennai is estimated at 1.4 mn TEUs with more than 20 operators while the de-
mand is around 0.6 mn TEUs. These 2 ports put together handle about 80% of the
container volumes of the country and most of the logistics players including Allcargo
have their key CFS based out of these 2 ports.

CFS business has become commoditized
There is no difference between the quality of service of two CFS operators' to con-
tainer shipping lines. In our view, the CFS/ICD business, although highly profitable, is
now evolving into a real estate play. The biggest entry barrier to the CFS/ ICD sector
is land, and in our opinion the company with the best placed land will get a chunk
of the container traffic. Other important factors that can attract volumes at the CFS
are;

 Relationship between the shipping line and the CFS operator

 Integrated service including rail and road (last mile connectivity)

 Captive volumes of shipping lines who also own a CFS

 Interdependence between the CFS operator and Shipping lines

Allcargo to outperform its peers in CFS segment
Relationship with shipping lines, vast experience in logistics business and presence in
other verticals (MTO) should help Allcargo to outperform most of its peers in the CFS
segment. We estimate CFS volumes for Allcargo to grow at 5% in FY14E versus no
growth or decrease in volumes for most of the other CFS players, especially the new
players.

Interdependent business model with shipping lines - helps in bad
Times
Allcargo depends on shipping lines for its CFS business and in return AGGL give
these shipping lines container volumes of its MTO business. Both the parties are in-
terdependent on each other for some part of their business. So it's a self-sustaining
interdependent business model for both the entities which we believe works more
favorably during bad times. This is one of the reason why Allcargo is expected to
outperform most of its peer.

CFS volumes for Allcargo in TEUs

CY08 CY09 CY10 15 m FY12 FY13 FY14E FY15E

Mumbai 125,381 107,800 131,870 150,692 106,730 112,067 115,550

Chennai 40,379 48,300 73,427 109,515 79,749 83,736 85,320

Mundra 12,428 17,751 21,500 44,534 35,430 37,201 39,124

Total 178,188 173,851 226,797 304,741 221,909 233,004 239,994

CAGR -2.4 30.5 34.4 -27.2 5.0 3.0

Source: Company, Kotak Securities - Private Client Research
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Project and Engineering Solutions divisions (PES)
Allcargo currently has a small order book of Rs 2.2 bn in the PES division covering
next 3 to 4 quarters with the management indicating more orders in the pipeline.
Revenues for PES division have been volatile for Allcargo primarily due to weak eco-
nomic environment and slow capex cycle.

Allcargo has spent more than Rs 3 bn in the last 2 financial years for the Project
cargo and Engineering solution division to modernise the fleet adding cranes, trailers
and forklifts. Currently the total fleet stands at 1039 equipment's increasing from
635 at end of CY10. We estimate revenue for the PES division to continue to grow
in FY14 to Rs 5.8 bn (+22% YoY) and to Rs 6.5 bn in FY15E (+ 13% YoY) on the
back of new order wins during the year.

Company has no major capex in FY14/FY15
Management indicated there won't be any major capex in near term as the current
facilities and resources are sufficient for the company for growth in the next 3 to 4
years.

No plans to diversify the business further
Company has no plans to diversify the business further. The company also has no
intentions to enter into much talked about FTWZ business. However we expect ECU
line to continue its strategy of expanding inorganically

Acquisition by Allcargo Logistics Ltd
Allcargo Logistics Ltd has acquired 100% interest in Econocaribe Consolidators, 3rd
largest Less than Container Load LCL consolidator in the US. Details of the acquisi-
tion and financials of econocaribe (unlisted company) have not yet shared by
Allcargo. As we mentioned in our reports, ECULine continues to expand inorgani-
cally and expand its global footage. Prima facie the deal looks positive for the com-
pany which would give Allcargo access to North and Latin America, areas where it
was not so strong. We will get more details about the acquisition to decide whether
the deal is value accretive or not.

EBIDTA margins to remain subdued due to weak container mar-
ket
Allcargo been a Less than Container Load (LCL) consolidator won't be much im-
pacted by the current weakness in the container market. Typically LCL volumes are
more immune to slowness in container trade as a large part of Full Container Load
(FCL) volumes during bad times gets converted into LCL volumes. We expect the
margins to contract only marginally in the MTO business. Margins are also expected
to contract in the CFS segment primarily due to 1) weak trade translating into low
container volumes and 2) increasing competition. While we do not expect margins
to contract in the PES division as Allcargo has margin protection clause for its
projects. Consequently we estimate the margin to contract in FY14 and remain sub-
dued in near term till the economy recovers

The company recently completed a share buyback programme
The promoter holding in Allcargo has increased from ~70% in March 2012 to
72.1% currently, further reducing the free float in the stock. AGL bought-back 41
lakh shares at an average price of Rs. 139.7 per share (total spending = Rs 578 mn),
translating into decrease in outstanding equity shares from 13.0 crores to 12.6
crores. Institutions including foreign institutions hold around 24% in the company.
Out of the total number of shares of 126 mn, only around 4% (or ~ 5mn shares) is
with the public. This is the only reason for low volumes in the stock at the bourses.

Key Investors as on September 2013

Allcargo % held

Promoters 72.09

Blackstone 14.44

Acacia Partners 4.32

New Vernon 2.97

Other funds/corporates 2.00

Free Float (public) 4.18

Total 100.00

Source: Bloomberg
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Outlook and Valuation
AGLL has a strong presence in the MTO business through wide network of ECU Line
and also has a strong hold on domestic MTO business, MTO volumes and realiza-
tions may come under pressure in near term due to the weakness in the container
shipping segment and economic problems in Europe and US. However we are con-
fident on the business as the company operates only in the LCL segment which is
quiet immune to economic slowdown. However the indigenous CFS segment and
PES division would experience volumes and margin pressure

We estimate the (Multimodal Transport Operation) MTO segment to grow at 7% in
FY14 and 5% in FY15 (management guides 10%) with some margin decline despite
bad times as the company primarily operates in LCL segment which is more immune
to sluggishness in container trade. Strong relationships will help the company to out-
perform its peers and grow at 5% in volumes in FY14 and 3% in FY15 in the CFS
segment. We also estimate revenue for the PES division to continue to grow in FY14
to Rs 5.8 bn (+22% YoY) and to Rs 6.5 bn in FY15E (+ 13% YoY) on the back of
new order wins during the year. Consequently we estimate earnings to grow by
5.6% in FY14 at Rs 1.78 bn (EPS of Rs 14.3/share) and to grow by 13.2% in FY15 to
Rs 2 bn (EPS of 15.9/share).

We assign a PE of 7.5 x to Allcargo Logistics which is at 1/3rd discount to its median
P/E. Target multiple of 7.5x also implies a discount of 25% to GDL and discount of
40% to Concor based on FY15 earnings (rolled over from FY14) from our coverage
universe. We recommend BUY on Allcargo Logistics with an increased TP of Rs 120
(earlier Rs.110).

We recommend BUY on
Allcargo Logistics with a price

target of Rs.120



Kotak Securities - Private Client Research Please see the disclaimer on the last page For Private Circulation 7

MORNING  INSIGHT November  18,  2013

Kotak Securities Limited has two independent equity research groups: Institutional Equities and Private Client Group. This report has been pre-
pared by the Private Client Group. The views and opinions expressed in this document may or may not match or may be contrary with the views,
estimates, rating, target price of the Institutional Equities Research Group of Kotak Securities Limited.

IRB INFRASTRUCTURE DEVELOPERS LTD

PRICE: RS.88 RECOMMENDATION: BUY
TARGET PRICE: RS.122 FY15E P/E: 6.5X

 Revenues of the company for Q2FY14 reported a growth of 10.1% YoY
and was led by improvement in EPC revenues.

 EPC business margins continued to surprise on the upside and led to im-
provement in overall operating margins on yearly basis on a consoli-
dated basis.

 Net profit reported a decline of 11.7% YoY for Q2FY14 but stood better
than our estimates and led by better than expected revenues and mar-
gins. We expect net profits for FY14 to drop due to commissioning of
three projects and corresponding increase in depreciation and interest
charges.

 We tweak our estimates and arrive at a revised price target of Rs 122 (Rs
133 earlier). We continue to maintain BUY recommendation on the stock
based on sum of the parts valuations on FY15 estimates.

Financial highlights

Q2FY14 Q2FY13
(Rs mn) EPC BOT Total EPC BOT Total

Revenues 6900 2774 9674 6215 2569 8784

YoY (%) 11.0 8.0 10.1

EBITDA 2111 2390 4501 1873 2266 4138

EBITDA (%) 30.6 86.2 46.5 30.1 88.2 47.1

Depreciation 129 1111 1240 137 970 1107

EBIT 1982 1279 3261 1736 1296 3032

Interest 696 1065 1761 605 875 1480

EBT 1286 214 1500 1131 421 1552

YoY (%) 13.7 -49.1 -3.3

Tax 403 29 432 362 3 365

Tax (%) 31.3 13.7 28.8 32.0 0.7 23.5

PAT 883 185 1068 768 418 1187

Minority interest 0 0.2 0 -23 -23

Net profit 883 185 1068 768 441 1210

YoY (%) 14.9 -58.1 -11.7

Net profit w/o MAT credit 883 78 961 768 320 1361

Shares(mn) 332.4 332.4 332.4 332.4 332.4 332.4

EPS 2.7 0.6 3.2 2.3 1.3 3.6

Source: Company

Revenue growth better than our estimates
Revenues of the company for Q2FY14 reported a growth of 10.1% YoY and was led
by improvement in EPC revenues. Growth in revenues was led by growth of 11%
YoY in EPC division and 8% YoY improvement in toll revenues. MVR Infrastructure
and Tollways private ltd has become the subsidiary of the company with effect from
1st Oct, 2012 and hence its financial results have also been consolidated.

Summary table

(Rs mn) FY13 FY14E FY15E

Sales  38,174  36,503  42,695
Growth (%)  17.2  (4.4)  17.0
EBITDA  17,634  17,020  20,177
EBITDA margin (%) 46.2 46.6 47.3
PBT  7,066  5,198  5,783
Net profit  5,567  3,984  4,528
EPS (Rs)  16.7  12.0  13.6
Growth (%)  12.2  (28.4)  13.7
CEPS(Rs)  30.0  27.5  32.8
Book value(Rs/share)  98.0  108.7  121.2
DPS (Rs)  1.0  1.0  1.0
ROE (%)  18.2  11.6  11.9
ROCE (%)  12.0  9.7  10.3
Net debt  72,429  86,373  99,333
P/E (x)  5.3  7.3  6.5
P/BV (x)  0.9  0.8  0.7
EV/Sales (x)  2.7  3.2  3.0
EV/EBITDA (x)  5.8  6.8  6.4

Source: Company, Kotak Securities - Private
Client Research

RESULT UPDATE

Teena Virmani
teena.virmani@kotak.com
+91 22 6621 6302
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Company has commenced toll collection on Kolhapur integrated road development
project during Oct,13 and partial tolling on Jaipur Deoli project during Sep,13. Com-
pany has also commenced the construction work on Ahmedabad-Vadodara project
during Jan, 2013 and this project is now 35% complete. It has booked revenues of
Rs 4.25 bn for Q2FY14 from this project. Revenues booked for Tumkur-Chitradurg
are nearly Rs 1.5 bn while Talegaon Amravati and Jaipur deoli project are Rs 100 mn
each.

Order book status: Company's order book stands at Rs 70.2 bn with Rs 27.5 bn in
ongoing BOT projects, Rs 19.7 bn in BOT projects in O&M phase and Rs 23 bn in
BOT projects where LOA is received but construction yet to commence. For
Sindhudurg airport project, effective date issued by MIDC is Feb, 2013. Construction
work has commenced but revenue booking is expected to come mainly from FY15.
Along with this, construction work on Goa-Kundapur project has not yet commenced
and company expects to achieve financial closure in a month's time and expects to
book Rs 1-2 bn of revenues during FY14.

Status of under construction projects: Various projects such as Talegaon-
Amravati, Amritsar-Pathankot and Tumkur-Chitradurg project have achieved signifi-
cant increase in construction progress. Work has been completed nearly 95% on
Talegaon-Amravati project during April, 2013 and partial tolling has also com-
menced during last week of April, 2013. Amritsar-Pathankot project is expected to
be complete by end of FY14, Tumkur-Chitradurg project completion is expected by
Dec,13. Goa-Kundapur project worth Rs 24 bn will commence construction by
Q4FY14.

Toll revenues trend is lower than our expectations and is impacted by mac-
roeconomic slowdown thereby impacting traffic volumes: Toll revenues have
been impacted by general slowdown in the economy as well as traffic diversions for
few projects. Toll revenues reported a growth of 8.3% YoY for Q2FY14. However, it
is mainly led by toll rate increase and traffic volumes have witnessed a decline in
many projects. Average toll collection per day is expected to increase in FY14 led by
improvement in tolling on Talegaon-Amravati, Jaipur-Deoli, Amritsar-Pathankot and
further improvement from Ahmedabad-Vadodara project.

Key projects such as Mumbai-Pune, Surat-Dahisar, Bharuch-Surat, and Thane-
Ghodbunder reported an increase of 5.4%, 12.2%, 0.3%, and 20.5% YoY respec-
tively in their toll collection. Surat-Dahisar project and Thane Ghodbunder project
have witnessed improvement in collections due to shift of traffic back to NH-8. Also,
Surat Dahisar project witnessed a toll rate increase of 7% wef 1st Sep,13 and Thane
Ghodbunder project had got 18% toll rate hike in April,13. For other projects, collec-
tions continue to remain impacted by decline in traffic volumes. For Bharuch-Surat,
revenues reported a growth of just 0.3% despite a 7% toll rate hike in July,13. For
Tumkur-Chitradurg project, revenues grew by 1%YoY despite a toll rate hike of
5.5% taken from 1st April,13 as traffic volumes continued to remain impacted by
mining ban in that area. Ahmedabad-Vadodara project has seen 6% toll revision in
July, 2013.

For Talegaon-Amravati project, on full tolling, company expects to get toll collections
of Rs 13-14 lakh per day as against Rs 8 lakh per day. Jaipur-Deoli project toll collec-
tions are also lower than expectations due to sand mining ban in that area which
has impacted the large vehicular volumes. For Kolhapur project also, company is
able to realize only 50% of the potential revenues and expects the situation to im-
prove going forward.
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Toll revenue trend - table attached

BOT revenue trend FY12 Q1FY13 Q2FY13 Q3FY13 Q4FY13 FY13 Q1FY14 Q2FY14

Surat Dahisar 4008 1064 1025 1156 1196 4441 1172 1150
QoQ inc -0.1% -3.7% 12.8% 3.5% -2.0% -1.9%

9.9% 13.0% 9.2% 8.7% 12.3% 10.8% 10.2% 12.2%

Mumbai Pune 3977 1035 1039 1051 1037 4162 1089 1095
QoQ inc 4.1% 0.4% 1.2% -1.3% 5.0% 0.6%

YoY inc 23.7% 5.0% 4.2% 5.1% 4.3% 4.7% 5.2% 5.4%

Bharuch surat 1429 381 397 390 443 1612 402 398
QoQ inc 1.9% 4.2% -1.8% 13.6% -9.3% -1.0%

YoY inc 9.8% 13.4% 14.4% 4.8% 18.4% 12.8% 5.5% 0.3%

Ahmedabad-Vadodara 291 291 288 268
Talegaom Amravati 51 65

Jaipur Deoli 7

Tumkur Chitradurg 1257 413 395 394 394 1596 389 399
QoQ inc 10% -4.4% -0.3% 0.0% -1% 2.6%

YoY inc 262% 2.1% 3.7% 4.5% 27.0% -6% 1.0%

Ommalur-Salem-Namakkal 146 146 292 147 145
QoQ inc 0.0% 1%

YoY inc

Thane Bhiwandi 626 172 160 172 181 685 184 153
QoQ inc 3.6% -7.0% 7.5% 5.2% 1.7% -16.8%

YoY inc 15.1% 10.3% 10.3% 8.2% 9.0% 9.4% 7.0% -4.4%

Thane Ghodbunder 292 79 73 79 80 312 86 88
QoQ inc 1.3% -7.6% 8.2% 1.3% 7.5% 2.3%

YoY inc 2.8% 12.9% 5.8% 5.3% 2.6% 6.8% 8.9% 20.5%

Pune-Nashik 226 56 61 60 59 235 59 57
QoQ inc -3.4% 8.9% -1.6% -1.7% 0.0% -3.4%

YoY inc 6.6% 0.0% 10.9% 3.4% 1.7% 4.0% 5.4% -6.6%

Pune-Sholapur 170 47 41 43 46 176 47 41
QoQ inc 6.8% -12.8% 4.9% 7.0% 2.2% -12.8%

YoY inc 18.1% 9.3% 5.1% 2.4% 4.5% 3.5% 0.0% 0.0%

NKT 143 36 38 38 36 148 36 36
QoQ inc 2.9% 5.6% 0.0% -5.3% 0.0% 0.0%

YoY inc -2.1% -2.7% 8.6% 8.6% 2.9% 3.5% 0.0% -5.3%

MMK 78 21 19 18 17 75 17 17
QoQ inc 0.0% -9.5% -5.3% -5.6% 0.0% 0.0%

YoY inc 2.6% 5.0% 0.0% -5.3% -19.0% -3.8% -19.0% -10.5%

Kharpada bridge 85 24 19 21 22 86 23 18
QoQ inc 9.1% -20.8% 10.5% 4.8% 4.5% -21.7%

YoY inc 14.9% 4.3% 0.0% 5.0% 0.0% 1.2% -4.2% -5.3%

Source: Company

We tweak our estimates and expect consolidated revenues to grow at a CAGR of
6% between FY13-FY15. Construction revenues are expected to decline during FY14
since four projects are largely over and going ahead growth is likely to be led by
construction of Sindhudurg airport project, Ahmedabad-Vadodara project as well as
Goa-Kundapur project.

Operating margins stood strong
EPC business margins continued to surprise on the upside and led to improvement in
overall operating margins on yearly basis on a consolidated basis. Operating margins
in the construction division stood at 30.6% for Q2FY14. Margins also remained
strong in the BOT division at 86.2% for Q2FY14. Overall margins on consolidated
basis stood at 46.5% for Q2FY14 as against 47.1% in Q2FY13. We maintain our
estimates of consolidated margins and expect margins to be 46% for FY14. For
FY15, we expect margins to improve to 47.5% since proportion of toll income is
likely to increase in overall revenues.
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Net profits came better than estimates
Net profit reported a decline of 11.7% YoY for Q2FY14 but stood better than our
estimates and led by better than expected revenues and margins. Company also
expects to refinance Surat-Dahisar project which has a debt of nearly Rs 12 bn at an
average interest rate of 11.25%. it expects to reduce the interest cost by nearly 100
bps by refinancing. Net debt on consolidated basis stands at nearly Rs 87 bn while
holding company net debt stands at nearly Rs 7-7.5 bn.

Going ahead we expect interest and depreciation charges to increase in line with
commissioning of Talegaon-Amravati, Jaipur-Deoli and Amritsar-Pathankot project.
Thus net profits are expected to be impacted by the same. We tweak our estimates
and expect net profits of Rs 3.9 bn and Rs 4.5 bn for FY14 and FY15 respectively.

Valuation and recommendation
 At current price of Rs 88, stock is trading at 7.3x and 6.5x P/E and 6.8x and 6.4x

EV/EBITDA on FY14 and FY15 respectively.

 We tweak our estimates and arrive at a revised price target of Rs 122 (Rs 133
earlier). We continue to maintain BUY recommendation on the stock based on
sum of the parts valuations on FY15 estimates.

 Key risk to our recommendation may come from news flow of investigations of
company's investments in Purti group as well as negative outcome of CBI enquiry
on company's promoter. Company promoter has already gone through poly-
graphic test and expects to come out clean in this enquiry.

We maintain BUY on IRB
Infrastructure Developers with a

price target of Rs.122

Sum of the parts valuation

EPS(FY15E) Multiple EV(Rs mn) Value per share

Core construction division 5.3 4 21

BOT projects(based on FY15) Cost of equity (%)

Bharuch Surat 14.0% 3114 9

Thane Ghodbunder 14.0% 2366 7

Surat Dahisar 14.0% 194 1

Mumbai Pune 14.0% 13973 42

Pune-Sholapur 14.0% 752 2

KHP 14.0% 178 1

Thane bhiwandi 14.0% 1830 6

Pune Nashik 14.0% 1594 5

NKT 14.0% 253 1

MMK 14.0% 342 1

Kolhapur IRDP 14.0% 3200 10

Talegaon Amravati 14.0% 4356 13

Jaipur-Deoli 14.0% 4732 14

Amritsar-Pathankot 14.0% 5424 16

Tumkur Chitradurg 14.0% 578 2

Ahmedabad-Vadodara 14.0% -3163 -10

Real estate investment valuations 1250 acres 1 1300 4

Net debt at standalone 7500 23

Total 122

Source: Kotak Securities - Private Client Research
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JAIPRAKASH ASSOCIATES LTD

PRICE: RS.45 RECOMMENDATION: BUY
TARGET PRICE: RS.62 FY15E EV/EBITDA: 8.7X

Result highlights
 Revenues of the company in Q2FY14 came in line with our estimates and

subdued performance in cement division was compensated by decent
revenue growth from construction and real estate segment.

 Operating margins in Q2FY14 improved sequentially to 24% as against
23% for Q1FY14and was better than our estimates. This was due to bet-
ter than expected margins in real estate and EPC segment.

 Net profit for the quarter was impacted by continued high interest outgo
but was boosted by higher other income as well as lower tax provisions.

 At current price of Rs 45, stock is trading at 22x P/E and 8.7x EV/EBITDA
on FY15 estimates. We roll forward our valuations on FY15 and arrive at
a revised price target of Rs 62 (Rs 65 earlier). Due to adequate upside
from the current levels, we continue to maintain BUY on the stock.

Financial highlights

(Rs mn) Q2FY14 Q2FY13 YoY (%)

Net sales 31,494 29,825 6

Expenditure 23,857 21,915 9

EBITDA 7,637 7,911 -3

EBITDA margin 24.2 26.5

Depreciation 1,962 1,778

EBIT 5,675 6,133 -7

Interest 6,542 4,644

EBT (exc other income) -867 1,490 -158

Other income 1,512 448

Exceptional item 11 33

EBT 656 1,970 -67

Tax -21 690

Tax (%) -3.1 35.0

Profit after tax 677 1,280 -47

Core business PAT 677 1,280 -47

Equity capital 4,438 4,253

Core EPS 0.3 0.6

Source: Company

Revenue growth in line with our estimates
Revenues of the company in Q2FY14 came in line with our estimates and subdued
performance in cement division was compensated by decent revenue growth from
construction and real estate segment.

Cement division performance during the quarter was subdued and was impacted by
monsoons which had resulted in sharp price declines. However, cement prices have
started recovering from Oct, 13 in key markets of the company, though demand
remains subdued. During the quarter, JP Associates has hived off its integrated ce-
ment unit in Sewagram, Kutch having a clinker capacity of 3.6MT and cement ca-
pacity of 2.4MT and grinding unit (2.4MT) in Wanakbori in Gujarat along with its
captive power plant of 57.5MW with 30MW of DG set capacity to Ultratech Ce-
ments. This is being done at a valuation of $124 per tonne for Rs 38 bn.

Summary table

(Rs mn) FY13 FY14E FY15E

Sales  1,32,087  1,38,504  1,46,815
Growth (%) 4 5 6
EBITDA  31,755  33,367  35,188
EBITDA margin (%) 24.0 24.1 24.0
PBT  7,508  7,855  6,877
Adj net profit  5,013  5,184  4,539
EPS (Rs)  2.3  2.3  2.0
Growth (%)  (53.2)  3.4  (12.5)
CEPS (Rs)  5.5  6.0  6.0
BV per share (Rs)  60.1  61.8  63.3
Dividend/share (Rs)  0.5  0.5  0.5
ROE (%)  3.9  3.8  3.3
ROCE (%)  7.8  8.5  8.0
Net cash /(debt)  (2,30,407)  (2,31,482)  (2,05,994)
NW capital (days) 163.4  163.4  163.4
P/E (x)  19.9  19.3  22.0
EV/EBITDA (x)  10.4  9.9  8.7
EV/Sales (x)  2.5  2.4  2.1
P/BV (x)  0.7  0.7  0.7

Source: Company, Kotak Securities - Private
Client Research

Holding - Dipen Shah - 150 shares
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Construction division revenues were up by 12.6% YoY and were boosted by execu-
tion of power projects as well as Noida land parcel. Construction revenue growth
from now on would be led mainly by execution of Nigrei and Bara thermal power
project and execution of hydro-electric project related work in Bhutan. Both phases
of Bina thermal power project have commenced and Nigrei thermal power project is
expected to achieve CoD by March, 2014 and Bara Phase 1 by March, 2015.

Real estate division performance has remained strong during H1FY14 due to higher
revenue booking from its projects.

We introduce FY15 estimates also and expect revenues to grow at a CAGR of 5.4%
between FY13-FY15.

Operating margins better than our estimates
Operating margins in Q2FY14 improved sequentially to 24.2% as against 23% for
Q1FY14and was better than our estimates. This was due to better than expected
margins in real estate and EPC segment. Cement division margins were impacted by
higher costs coupled with decline in cement realizations.

EBIT margins in cement division stood at 4.7% translating into EBITDA margin of
6.3% for Q2FY14. Construction division EBIT margins stood at 29.3% and EBITDA
margins stood at 30% for Q2FY14. This was mainly due to higher margins projects
executed in the current quarter. EBITDA margins for the real estate segment stood
at 44.8%.

We maintain our estimates and expect operating margins of 24% going forward.

Net profits boosted by better than expected margins and higher
other income
 Net profit for the quarter was impacted by continued high interest outgo but was

boosted by higher other income as well as lower tax provisions.

 Post completion of the stake sale in Gujarat cement plant to Ultratech Cements,
company expects to reduce its borrowings and loans and advances by nearly Rs
38 bn. This is likely to reduce the interest expense during FY15.

Valuations and recommendation
 At current price of Rs 45, stock is trading at 22x P/E and 8.7x EV/EBITDA on

FY15 estimates.

 We roll forward our valuations on FY15 and arrive at a revised price target of Rs
62 (Rs 65 earlier).

 Due to adequate upside from the current levels, we continue to maintain BUY
on the stock.

We continue to maintain BUY
on Jaiprakash Associates with a

price target of Rs.62
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Sum of the parts valuation

FY15 Price Rationale
per share

Core business

Construction  71,489  32  At 6x EV/EBITDA

Cement  1,91,750  86  At $130/tonne for cement, inline with peers

Jaypee greens  9,757  4  NPV of land bank

Hotels  3,246  1  6x EV/EBITDA at a discount to peers

Less net debt(FY15)  2,05,994  93

Core business valuation  70,248  32  -

JCCL valuation  4,790  2  At $125/tonne for cement, inline with peers

JPVL valuation  27,478  12 At 10% discount to the market price

Karwam Wangtoo valuation (44% stake)  13,053  6

Power assets valuation  40,530  18

Real estate valuation  15,224  7 At 10% discount to the market price

Treasury share  7,667  3 At 10% discount to the market price

Total  1,78,988  62

Source: Kotak Securities - Private Client Research
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J KUMAR INFRAPROJECTS LTD

PRICE: RS.171 RECOMMENDATION: ACCUMULATE
TARGET PRICE: RS.180 FY15E PE: 4.6X

Revenue growth for Q2FY14 was better than our estimates and margins also
remained strong during the quarter. Net profit growth was impacted by
continued high borrowings but stood better than estimates. Order book
stands strong at nearly Rs31.6 bn and provides healthy revenue visibility.
Due to limited upside from current levels, we recommend ACCUMULATE on
the stock.

 Revenues for Q2FY14 reported a growth of 9% YoY and was led by strong order
book despite lackluster order inflows.

 Margins stood strong at 18.2% for Q2FY14 vis-à-vis 17.3% during Q2FY13, bet-
ter than our estimates.

 Profit growth was impacted by increase in interest expenses as borrowings have
increased in line with the large sized projects in the order book.

 At current price of Rs171, stock is trading at 5.1x and 4.6x P/E and 4.5x and 4x
EV/EBITDA for FY14 and FY15 estimates respectively. We maintain our FY14 es-
timates and roll forward our valuations on FY15. We arrive at a revised price
target of Rs180 (Rs162 earlier) at 4.8x FY15 estimates. Due to limited upside
from current levels, we recommend ACCUMULATE on the stock.

Financial highlights

(Rs mn) Q2FY14 Q2FY13 YoY (%)

Net Sales          2,356          2,153 9

Expenditure          1,927          1,780 8

EBITDA             429             373 15

EBITDA margin (%) 18.2 17.3

Depreciation               79               56

EBIT             350             317 10

Interest             120               79

PBT (exc other income)             230             238 -4

Other Income               22               12

PBT             251             251 0

Tax               76               81

Tax (%) 30.2 32.5

PAT 176 169 4

NPM (%) 7.5 7.9

Equity Capital 278 278

EPS (Rs) 6.3 6.1

Source: Company

Key highlights about the results
Revenues for Q2FY14 reported a growth of 9% YoY and stood better than esti-
mates. This was largely on account of ramp up in execution on key projects includ-
ing Delhi-Metro project. Company has received tunnel boring machines and expects
to improve the revenues once further milestones are achieved.

Summary table

(Rs mn) FY13 FY14E FY15E

Sales  10,007  12,509  14,572
Growth (%) 7 25 17
EBITDA  1,674  2,001  2,477
EBITDA margin (%) 16.7 16.0 17.0
PBT  1,112  1,371  1,496
Net profit  757  938  1,023
EPS(Rs)  27.2  33.7  36.8
Growth(%) 8 24 9
CEPS(Rs)  36.0  44.2  52.8
BVPS(Rs)  182.3  213.4  247.5
DPS (Rs)  2.3  2.3  2.3
ROE (%)  16.0  17.1  16.0
ROCE (%)  22.0  18.7  18.2
Net debt  1,859.6  4,209.4  5,168.0
NW capital(Days)  158.0  158.0  158.0
P/E (x)  6.3  5.1  4.6
P/BV (x)  0.9  0.8  0.7
EV/Sales (x)  0.7  0.7  0.7
EV/EBITDA (x)  4.0  4.5  4.0

Source: Company, Kotak Securities - Private
Client Research
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Though execution is likely to improve but order book has been witnessing a sequen-
tial decline from past few quarters. During H1FY14, company has not received any
order inflow due to slowdown in decision making for government projects as well as
election schedule in various states. We expect the situation to improve from Q4FY14
onwards. Current order book stands around Rs 31.6 bn and including L1 projects, it
stands at nearly Rs 40.6 bn. Order book of the company is diversified across
transportation,irrigation, civil and piling.

Operating margins stood strong at 18.2% for Q2FY14 vis-à-vis 17.3% during
Q2FY13, better than our estimates. However, interest expense has witnessed an in-
crease during the quarter due to increase in borrowings in line with higher capex as
well as higher working capital requirements.Capex and working capital require-
ments are likely to remain high going forward also.

Based on the current order book, we maintain our revenue estimates for FY14 and
expect revenues to grow at a CAGR of 21% between FY13-FY15. We maintain our
margin assumptions upwards and expect operating margins of 16% and 17% for
FY14 and FY15 respectively. Margins of JKIL are ahead of its peers mainly on ac-
count of large fleet of equipment as well as no subcontracting. We expect net profits
to grow at a CAGR of 16% between FY13-FY15.

At current price of Rs 171, stock is trading at 5.1x and 4.6x P/E and 4.5x and 4x EV/
EBITDA for FY14 and FY15 estimates respectively. We maintain our FY14 estimates
and roll forward our valuations on FY15. We arrive at a revised price target of Rs 180
(Rs 162 earlier) at 4.8x FY15 estimates. Due to limited upside from current levels,
we recommend ACCUMULATE on the stock.

We recommend
ACCUMULATE on J Kumar
Infraprojects with a price

target of Rs.180
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TATA POWER

PRICE: RS.79 RECOMMENDATION: ACCUMULATE
TARGET PRICE: RS.84 FY15E P/E: 18.5X

 Tata Power consolidated numbers are lower than estimateson revenue
and EBITDA front but adjusted for forex loss PAT is higher than estimated
aided by lower tax outgo.

 Stock performance is contingent on 1) early implementation of compen-
satory tariff 2) profitability of coal mining operations.

 Profitability is likely to remain weak in near-term due to 1) losses at
Mundra 2) lower profits from coal mining operations.

 Advise buying on declines. Maintain ACCUMULATE with an unchanged
target price of Rs 84.

Financial performance

(Rs mn) Q2FY14 Q2FY13 YoY (%) Q1FY14 QoQ (%)

Net Sales 85,515 76,468 11.8 89,420 -4.4
Prior period adjustment 1,656 27 5989.7 3,499 -52.7

Other op income 476 503 -5.4 477 -0.3

Fuel (coal+fuel+change in stock)23,406 21,804 7.3 28,446 -17.7

Cost of power purchased 20,037 17,926 11.8 19,921 0.6

Staff cost 3,074 3,453 -11.0 3,302 -6.9

Coal processing charges 6,078 6,317 -3.8 6,773 -10.3

Royalty 2,890 2,489 16.1 2,940 -1.7

Raw material consumed 1,231 747 64.7 1,160 6.1

Purchase of goods 97 93 4.8 146 -33.4

Cost of components 306 361 -15.2 447 -31.5

Transmission charges  1,262  -  - -

Impairment  -  -  - 0 -

Def stripping cost  -  -  - 0 -

Other expenditure 8,960 8,714 2.8 9,592 -6.6

Total Expenditure 67,340 61,904 8.8 72,727 -7.4

PBIDT 20,307 15,093 34.5 20,669 -1.8
Other Income 616 1,001 -38.4 648 -5.0

Depreciation 6,891 5,420 27.1 6,508 5.9

EBIT 14,033 10,674 31.5 14,810 -5.2
Interest 8,029 6,229 28.9 9,025 -11.0

Gain/(loss) on exc rate -3,545 -316 1020.8 -2,928 21.1

PBT 2,458 4,128 -40.5 2,858 -14.0
Tax 1,254 2,225 -43.6 3,346 -62.5

Share of associate profit after tax 130 53 142.9 34 286.0

Minority Interest -584 -295 98.4 -691 -15.4

Adj Profit After Tax 750 1,662 -54.9 -1,146 -165.4

Extra-ordinary Items -2,500 -100.0 - -

Reported PAT 750 -838 -189.5 -1,146 -165.4
Tax rate (%) 51 54 117

EBITDA (%) 23.6 19.6 23.0

Fuel costs to sales (%) 27.2 28.3 31.6

Purchased power to sales (%) 23.4 23.4 22.3

Staff costs to sales (%) 3.6 4.5 3.7

Other exp to sales (%) 10.5 11.4 10.7

Coal processing charges to sales 7.1 8.3 7.6

Source: Company

Summary table

(Rs bn) FY13 FY14E FY15E

Sales 330.3 388.9 418.4
Growth (%) 27.0 17.7 7.6
EBITDA 66.3 82.5 82.5
EBITDA margin (%) 20.1 21.2 19.7
PBT 12.7 16.5 25.2
Reported net profit -0.9 4.8 10.1
Adjusted EPS (Rs) 3.2 2.0 4.3
Growth % 7.1 -37.2 111.8
CEPS 11.9 13.1 15.2
BV (Rs/share) 47.8 49.4 53.3
DPS (Rs) 1.3 1.3 1.3
ROE % -0.8 4.2 8.3
ROCE % 5.2 5.8 13.1
Net cash (debt) -346.6 -354.4 -336.6
NW Capital (Days) -34.2 -37.9 -31.1
EV/EBITDA (x) 7.8 6.4 6.2
P/E (x) 24.6 39.1 18.5
P/Cash Earnings 6.7 6.0 5.2
P/BV (x) 1.7 1.6 1.5

Source: Company, Kotak Securities - Private
Client Research
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Standalone Performance (Mumbai License Area) - Lower genera-
tion in Mumbai License area
Gross generation was lower by 20% at 3404 mu vs4272 mu mainly due to outage at
unit 7 and shutdown of unit 6. The generation loss was partly offset by hydro power
generation.Revenue declined by 14% yoy to Rs 20.7 bn due to lower generation.

EBITDA at Rs 6.0 bn was up 14% yoy mainly aided by 1) prior period income of Rs
2.18 bn 2) lower employee expenses due to lower retiral provision based on actu-
arial valuation.

Other Income at Rs. 1.3bn vsRs 2.0bn in Q2FY13 was down by 37% YoY mainly due
to lower dividend from Coal SPVs and treasury income.

Standalone PAT at Rs 2.98 bn (flat yoy) was dampened by higher forex fluctuation
charges of Rs 836 mn vs Rs 93 mn in Q2FY13.

Coal Mines in Indonesia: Profits decline
TPWR's coal mining business reported volumes of 19mn tons (up 25% yoy) and re-
alization of USD 62/ton (down 21% yoy). Revenues from coal mining operations in-
creased 2% yoy aided by higher volumes but offset by lower realisations.

Cost of operations per ton decreased to USD 37.7/ton from USD 45.48/ton in
Q2FY13, due to softening of fuel prices over past one year.

Thus, segment profits in Coal mining operations dwindled to Rs37mn(-ve) f r o m
Rs2.9bn in Q2FY13 and from Rs947 mn in Q1FY14. Part of the profit drop is attrib-
uted to higher forex loss.

During the quarter, the company received USD 24mn in dividend from the coal min-
ing operations in Indonesia.

Mundra Unit (4000 MW): Surprising improvement in profitability
on a sequential basis
The average realization at Mundra was Rs2.45 per unit. Due to change in coal ex-
port by Indonesia and rise in coal prices since 2007, the company is reporting under-
recovery in coal costs. The company is now going for increased blending with low
GCV coal to the extent of 70:30 in favour of low GCV coal.

During the quarter, all five units of Mundra were under operation but the PLF was
low at ~ 43%. While efficiency was impacted due to lower PLF, the PAF was
healthy at 85%, which enabled the company to recover its capacity charges (Interest
+ Depreciation).

EBITDA increased to Rs 2.28 bn vs Rs 1.15 bn in Q1FY14 due to the gains in fuel
procurement efficiencies.

At the PBT level, the loss reduced to Rs 2.97 bn vsRs 5.5 bn in Q1FY13. Apart from
the under-recovery in coal costs, the PBT loss was partly due to forex loss of
Rs400mn.

Maithon Unit (1050 MW): Suffered generation loss during the
quarter
During the quarter, the company's Maithon unit suffered loss of generation due to
failure of a generator transformer. Consequently, generation was lower during the
months of August and July but recovered in the month of September. The company
booked Rs 400 mn in operating income as income from insurance claim for genera-
tion loss due to transformer failure.

The company currently has tied up 900 MW of capacity on a regulated return model
basis.

At the PBT level, profits came at Rs 100 mnvsRs 360 mn in Q1FY13.
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Tata Power Delhi Distribution Ltd performance
TPDDL reported 71% yoy rise in PAT on account of receipt of higher incentives on
reduction in AT&C losses.

Forex loss
The company reported total forex loss of Rs 3.5 bn vs Rs 316 mn in Q1FY13 on ac-
count of forex loss in Standalone operations (Rs 836 mn), Mundra unit (Rs 400 mn)
and on coal mining operations.

CERC hearings are still on
The panel headed by HDFC Chairman Deepak Parekh suggested a compensatory
tariff of 45-55 paise per unit for the Mundra plant. However, one of the beneficiary
states (Haryana) is yet to agree on the committee's proposal. Thus, hearings on this
matter are going on in CERC.

Sum of the parts Valuation of Tata Power

Business Rs Per share

Regulated returns business in Tata Power (Standalone) 34

Maithon 10

Mundra -2

IEL 2

NDPL 6

Bumi Resources stake 13

Powerlinks 4

Investments + cash 18

Total 84

Source: Kotak Securities - Private Client Research

Maintain Accumulate rating with an unchanged target price of
Rs84 share
Stock performance is contingent on 1) early implementation of compensatorytariff 2)
profitability of coal mining operations.

 Profitability is likely to remain weak in near-term due to 1) losses at Mundra
2)lower profits from coal mining operations.

 Advise buying on declines. Maintain ACCUMULATE with an unchanged target
price of Rs.84.

We maintain ACCUMULATE
rating on Tata Power with a

price target of Rs.84
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Gainers & Losers Nifty Gainers & Losers
Price (Rs) chg (%) Index points Volume (mn)

Gainers

Axis Bank  1,097  6.5  (0.0)  4.4

Tata Motors  387  5.7  (0.0)  12.3

Jaiprakash  45  5.1  (0.0)  20.9

Losers

Coal India  274  (3.7)  (0.0)  5.2

Cipla  403  (2.3)  (0.0)  2.2

Asian Paints  513  (1.9)  (0.0)  1.1

Source: Bloomberg

Bulk deals Trade details of bulk deals

Date Scrip name Name of client Buy/ Quantity Avg.
Sell of shares price

(Rs)

14-Nov First Financial Master Trust Limited S  85,000  207.4

14-Nov First Financial Master Securities B  85,000  207.4

14-Nov Globus Con Life Care Investments B  25,000  50.0

14-Nov Globus Con Ajay Natwarlal Vora B  25,000  50.0

14-Nov Globus Con Navin Sood S  50,000  50.0

14-Nov Instaf Stardom Trading Co Pvt Ltd S  130,000  7.1

14-Nov Jayavant Prod Jyoti Dinesh Nandwana S  80,000  27.9

14-Nov Lanco Inds Avis Tie Up Private Limited B  1,675,000  21.8

14-Nov Lanco Inds Sridhar Lagadapati S  800,000  21.8

14-Nov Lanco Inds Raja Lakshmi L S  875,000  21.8

14-Nov Nivyah Infra Kuldeep Brar S  521,536  0.9

14-Nov Orient Abr-$ Lts Investment Fund Ltd B  2,101,927  18.0

14-Nov Orient Abr-$ Kodai Investment & Trd S  1,388,000  18.0

14-Nov Rishabh Digha Digha Steel Industries Pvt Ltd B  38,400  24.0

14-Nov Rishabh Digha Tushar Premchand Jhaveri S  110,953  24.0

14-Nov Saninfra Vilasben Mahesh Pujara B  62,000  5.9

14-Nov Saninfra Bhavin Indrajitbhai Parikh S  60,000  5.9

14-Nov Sr Inds Avn Stock & Securities Broker Pvt Ltd B  94,362  4.1

Source: BSE

Bulk deals
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Disclaimer
This document is not for public distribution and has been furnished to you solely for your information and must not be reproduced or redistributed to any other
person. Persons into whose possession this document may come are required to observe these restrictions.

This material is for the personal information of the authorized recipient, and we are not soliciting any action based upon it. This report 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.  It is for the
general information of clients of Kotak Securities Ltd. It does not constitute a personal recommendation or take into account the particular investment ob-
jectives, financial situations, or needs of individual clients.

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 Kotak Securities Limited, 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. Certain transactions -including those involving futures, options and
other derivatives as well as non-investment grade securities - involve substantial risk and are not suitable for all investors.  Reports based on technical
analysis centers on studying charts of a stock’s price movement 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.

Opinions expressed are our current opinions as of the date appearing on this material only. While we endeavor 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. Prospective investors and others are cautioned
that any forward-looking statements are not predictions and may be subject to change without notice. Our proprietary trading and investment businesses may
make investment decisions that are inconsistent with the recommendations expressed herein.

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

We and our affiliates, officers, directors, and employees world wide may: (a) from time to time, have long or short positions in, and buy or sell the securities
thereof, of company (ies) mentioned herein or (b) be engaged in any other transaction involving such securities and earn brokerage or other compensation or
act as a market maker in the financial instruments of the company (ies) discussed herein or act as advisor or lender / borrower to such company (ies) or have
other potential conflict of interest with respect to any recommendation and related information and opinions.

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

No part of this material may be duplicated in any form and/or redistributed without Kotak Securities’ prior written consent.

Our research should not be considered as an advertisement or advice, professional or otherwise. The investor is requested to take into consideration all the
risk factors including their financial condition, suitability to risk return profile and the like and take professional advice before investing.

Kotak Securities Limited. Reg Off.: 27 BKC, C 27, G Block, Bandra Kurla Complex, Bandra (E) Mumbai 400 05. CIN: U99999MH1994PLC134051, Tel No.: +22
43360000, Fax No.: +22 67132430.Website: www.kotak.com. Correspondence address: Infinity IT Park, Bldg. No 21, Opp Film City Road, A K Vaidya Marg,
Malad (East), Mumbai 400097.Tel No :66056825.SEBI Reg No's: NSE INB/INF/INE 230808130, BSE INB 010808153/INF 011133230/INE 011207251, OTC INB
200808136, MCXSX INE 260808130/INB 260808135/INF 260808135, AMFI ARN 0164.NSDL: IN-DP-NSDL-23-97. CDSL: IN-DPCDSL-158-2001. Investment in
securities market is subject to market risk, please read the combined risk disclosure document prior to investing. Compliance Officer - Mr. Sandeep
Chordia. Tel. No: 022 6605 6825, Email id: ks.compliance@kotak.com.

In case you require any clarification or have any concern, kindly write to us at below email ids: "For Trading Account related queries:
service.securities@kotak.com; "For Demat Account related queries: ks.demat@kotak.com.

Alternatively, you may feel free to contact our customer service desk at our toll free numbers 18002099191 or 1800222299. You may also call at
30305757 by using your city STD code as a prefix.

In case you wish to escalate your concern / query, please write to us at ks.escalation@kotak.com and if you feel you are still unheard, write to our
customer service HOD at ks.servicehead@kotak.com.
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