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June 30, 2020 

CMP: | 625   Target: | 700 (12%)     Target Period: 12 months  

CESC (CESC) 

 HOLD 

 

Reasonable quarter across the board… 

CESC reported a decent operational performance in Q4FY20. Revenues 

were in line with estimates while lower other expenses led to a beat in 

EBITDA. However, a shortfall in other income negated the EBITDA beat. 

Consequently, PAT was marginally lower than estimates. However, on the 

subsidiaries front, the performance of all generation and distribution 

subsidiaries has significantly improved across all verticals. 

Standalone business generation muted 

Energy sold during Q4FY20, in the standalone business declined 8% at 210.7 

crore units vs. our estimate of 214.3 crore units while realisation was at  

| 7.5/kWHR vs. our expectation of 7.3 kWHR. Total generation was down 

0.7% YoY at 148.2 crore units. Plant load factor (PLF) of the Budge Budge, 

southern plants for FY20 were at 88%, 28.6%, respectively. Revenues came 

in at | 1583 crore vs. our estimate of | 1553.7 crore, mostly in line with 

estimates. On the other hand, consolidated revenues came in at | 2433 crore 

in Q4FY20. Higher EBITDA, on account of lower other expenses but lower 

other income led to PAT beat at | 150 crore vs. expectation of | 167 crore 

for Q4FY20. Consolidated PAT came in at | 446 crore. 

Performance of subsidiaries improving 

For FY20, Dhariwal Infra posted an improved financial performance as losses 

have declined from | 93 crore in FY19 to | 10 crore in FY20. This was on 

account of Unit 2 being fully tied up under long term PPA and improvement 

in PLF to 64.1% in FY20. On the other hand, the company is striving to enter 

into long/medium term PPAs for Unit 1, which will lead the plant to be 

profitable. The subsidiary sold 310 crore units vs. 295.6 crore units in FY19. 

Haldia Energy is operating satisfactorily, as PLF for FY20 was at 84.1% and 

profit for FY20 was at | 318 crore. For Q3FY20, the company has generated 

107.3 crore units, which was flat YoY. On the distribution side, losses have 

declined from | 60 crore in FY19 to | 38 crore in FY20. However, H1FY21E 

may be challenging for the distribution business as there were days in 

receivables on account of lockdown. 

Valuation & Outlook 

Lack of growth triggers in the near term will keep consolidated revenues and 

PAT CAGR at 3.3% and 1.5%, respectively, in FY20-FY2E. The key trigger for 

re-rating would be finalisation of long/medium term PPA for unit 1 of 

Dhariwal Infra and better AT&C losses control at distribution companies. 

With minimal capex, going ahead, we expect the company to pay out higher 

dividends to shareholders. Valuations at 6.3x FY22E EPS are inexpensive. 

However, the company lacks any growth trigger in the medium term, which 

can meaningfully rerate the stock. We downgrade the stock from BUY to 

HOLD with a target price of | 700 per share (7x FY22E EPS).  

 

Key Financial Summary 

 

sSSs

| C ro re FY18 FY19 FY20 FY21E FY22E C AG R (FY20-FY22E)

Net Sales        10,275        10,664        11,068        11,491        11,809 3.3%

EBITDA          2,931          2,817          2,926          3,242          3,337 6.8%

Net Prof it             841          1,148          1,291          1,279          1,329 1.5%

EPS (|) 63.1 86.2 96.9 96.0 99.8 

P/E 9.9 7.3 6.4 6.5 6.3

RoNW (% ) 8.9 11.8 11.9 10.8 11.2

RoCE (% ) 10.5 10.1 10.2 11.3 11.4

EV  / EBITDA 6.6 7.0 6.3 5.3 5.6

P/BV 1.0 0.9 0.8 0.8 0.8
 

Source: Company, ICICI Direct Research 

 

Particulars 
 

Par ticu lar Am o u n t

Market Capita liz ation (| Crore) 7751

Tota l Debt (FY 20) (| Crore) 12,181.0

Cash and Inves tments  (| Crore) 1031

EV  (| Crore) 18901

52 w eek H/L  (|) 855 / 363

Equity capita l (| Crore) 133.2

Face va lue | 10
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Key Highlights 

 Generation down at base business by 

0.7% YoY 

 Distribution business, outside Kolkata 

area, posted revenues of | 1631 crore 

and loss of | 9 crore for FY20, which 

has improved YoY 

 Haldia Energy, Dhariwal 

Infrastructure report improved 

performance in FY20 

 HOLD rating with target price of | 700 
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Result Update | CESC 

Exhibit 1: Variance Analysis 
EESes

Q4FY20 Q4FY20E Q4FY19 YoY (%) Q3FY20 QoQ (%) Comments

Energy sales net 1,583.0 1,553.7 1,662.0 (4.8) 1,648.0 (3.9) Revenues  higher than estimates 

Fuel 340.0 343.7 394.0 (13.7) 301.0 13.0

Power purchase cost 563.0 575.7 599.0 (6.0) 675.0 (16.6)

Emplyee expense 262.0 225.0 235.0 11.5 201.0 30.3

Other cost 167.0 256.4 284.0 (41.2) 194.0 (13.9)

Total expenses 1,332.0 1,400.8 1,512.0 (11.9) 1,371.0 (2.8)

EBITDA 251.0 153.0 150.0 67.3 277.0 (9.4)
Higher on account of other 

expenses

EBITDA Margin (%) 15.9 9.8 9.0 683 bps 16.8 -95 bps

Depreciation 121.0 110.0 103.0 17.5 110.0 10.0

Interest 170.0 117.0 109.0 56.0 117.0 45.3

Other Income 346.0 400.0 455.0 (24.0) 164.0 111.0

PBT 306.0 326.0 393.0 (22.1) 214.0 43.0

Extraordinary expenses 0.0 0.0 0.0 0.0 0.0 0.0

Extraordinary Income 0.0 0.0 0.0 0.0 0.0 0.0

Total Tax 56.0 58.7 84.0 (33.3) 38.0 47.4

PAT 250.0 267.3 309.0 (19.1) 176.0 42.0

Key Metrics

Generation (crore unit) 148.2 143.2 149.3 (0.7) 122.4 21.1 Generation higher than estimates

Sales (crore unit) 210.7 214.3 229.1 (8.0) 211.9 (0.6)

Tariff rate (|/Kwh) 7.5 7.3 7.3 3.6 7.8 (3.4) Tariff higher than estimates
 

Source: Company, ICICI Direct Research  

 

Exhibit 2: Change in estimates 

(| Crore) Old New % Change Old New % Change

Revenue 11,510.0 11,491.0 0.2 - 11,808.8 -

EBITDA 3,186.6 3,242.0 (1.7) - 3,337.1 -

EBITDA Margin (%) 27.7 28.2 (1.8) - 28.3 -

PAT 1,251.2 1,278.6 (2.1) - 1,329.5 -

EPS (|) 93.9 96.0 (2.2) - 99.8 -

FY21E FY22E

 

Source: Company, ICICI Direct Research 
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Key Chart 

Exhibit 3: PLF of subsidiaries  
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Source: Company, ICICI Direct Research 

 

Exhibit 4: Performance of key subsidiaries  

eses

Su b s id iar ie s  (| cro re ) Re ve n u e EBITDA PAT

FY 20

Haldia Energy 2289 948 318

Dhariw al Inf ra 1320 425 -10

Noida Pow er 1741 255 140

Dis tribution 1631 9 -38
 

Source: Company, ICICI Direct Research 

 

Exhibit 5: Trend in profitability 
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Source: Company, ICICI Direct Research 

 

 

 

 

 

 

 

 

 

 

Improvement in profits of subsidiaries will lead to 

improvement in PAT to |1330 crore by FY22E 

 



  

 

ICICI Securities | Retail Research  4 

  
ICICI Direct Research 

 

Result Update | CESC 

Financial summary 

Exhibit 6: Profit and loss statement                              | crore 
es

(Ye ar -e n d  March ) FY19 FY20 FY21E FY22E

Tota l operating Income 10,664.0 11,068.0 11,491.0 11,808.8

G row th (% ) 3.8 3.8 3.8 2.8

Raw  Materia l Expenses 3,446.0 3,466.0 3,500.7 3,535.7

Cos t of  Pow er Purchased2,106.0 2,264.0 2,264.0 2,377.2

Marketing Expenses 0.0 0.0 0.0 0.0

A dminis trative Expenses 0.0 0.0 0.0 0.0

O ther expenses 2,295.0 2,412.0 2,484.4 2,558.9

Tota l O perating Expenditure7,847.0 8,142.0 8,249.0 8,471.8

EBITDA 2,817.0 2,926.0 3,242.0 3,337.1

G row th (% ) (12.5) (3.9) 3.9 10.8

Depreciation 764.0 781.0 796.6 820.5

Interes t 1,325.0 1,357.0 1,370.6 1,384.3

O ther Income 204.0 203.0 300.0 300.0

PBT 932.0 991.0 1,351.4 1,391.7

O thers

Tota l Tax 695.0 363.0 283.8 292.3

PA T 1,148.0 1,291.0 1,278.6 1,329.5

G row th (% ) 34.6 13.5 (0.9) 2.4

EPS (|) 86.2 96.9 96.0 99.8
 

Source: Company, ICICI Direct Research 

 

Exhibit 7: Cash flow statement                                     | crore 
es

(Ye ar -e n d  March ) FY19 FY20 FY21E FY22E

Prof it before Tax 932.0 991.0 1,351.4 1,391.7

A dd: Depreciation 764.0 781.0 796.6 820.5

(Inc)/dec in Current A ssets (213.5) (106.0) (10.4) 1,055.0

Inc/(dec) in CL  and Prov is ions(320.9) 23.6 24.7 (670.3)

O thers (695.0) (363.0) (283.8) (292.3)

CF f rom operating activ ities 466.5 1,326.5 1,878.4 2,304.7

(Inc)/dec in Inves tments 0.0 0.0 0.0 0.0

(Inc)/dec in F ixed A ssets (500.0) (500.0) (500.0) (500.0)

O thers (55.0) 0.0 0.0 0.0

CF f rom inves ting activ ities  (555.0) (500.0) (500.0) (500.0)

Issue/(Buy back) of  Equity 0.0 0.0 0.0 0.0

Inc/(dec) in loan funds (1,138.0) (400.0) (400.0) (400.0)

Div idend pa id & div idend tax (265.0) 0.0 0.0 0.0

Inc/(dec) in Sec. premium 0.0 0.0 0.0 0.0

O thers 150.7 165.8 182.3 200.6

CF f rom f inancing activ ities(1,252.3) (234.2) (217.7) (199.4)

Net Cash f low (1,666.5) 965.4 1,478.7 (1,368.6)

O pening Cash 2,752.8 1,086.3 2,051.7 3,530.4

Clos ing Cash 1,086.3 2,051.7 3,530.4 2,161.9
 

*calculated, Source: Company, ICICI Direct Research 

 

Exhibit 8: Balance sheet                                                | crore 
es

(Ye ar -e n d  March ) FY19 FY20 FY21E FY22E

L iabilities

Equity Capita l 133.2 133.2 133.2 133.2

Reserve and Surplus 9,630.0 10,693.9 11,729.7 11,753.3

Tota l Shareholders  funds 9,763.2 10,827.1 11,862.9 11,886.5

Tota l Debt 12,612.0 12,181.0 12,281.0 12,381.0

Deferred Tax L iability

Minority  Interes t / O thers 4,148.5 4,366.5 4,603.7 4,861.9

Tota l L iabilities 26,523.7 27,374.6 28,747.7 29,129.5

A ssets

G ross  Block 35,642.7 36,142.7 36,642.7 37,142.7

L ess : A cc Depreciation 10,090.6 10,090.6 10,090.6 10,090.6

Net Block 25,552.1 26,052.1 26,552.1 27,052.1

Capita l WIP 218.0 218.0 218.0 218.0

Tota l F ixed A ssets 27,941.1 28,441.1 28,941.1 29,441.1

Deferred Tax asset 310.5 310.5 310.5 310.5

Inves tments 1,419.0 1,419.0 1,419.0 1,419.0

Inventory 1,038.5 1,044.5 1,055.0 0.0

Debtors 2,000.0 2,100.0 2,100.0 2,100.0

L oans  and A dvances 853.1 885.4 919.3 0.0

O ther Current A ssets 1,756.0 1,756.0 1,756.0 1,756.0

Cash 1,086.3 2,051.7 3,530.4 2,161.9

Tota l Current A ssets 6,734.0 7,837.7 9,360.7 6,017.9

Creditors 622.1 645.6 670.3 0.0

Prov is ions 4,237.6 4,590.7 4,864.2 873.0

Tota l Current L iabilities 4,859.7 5,236.4 5,534.6 873.0

Net Current A ssets 1,874.3 2,601.3 3,826.2 5,144.9

O thers  A ssets 745.3 745.3 745.3 745.3

A pplication of  Funds 26,523.7 27,374.6 28,747.6 29,129.5
 

Source: Company, ICICI Direct Research 

 

Exhibit 9: Key ratios                                                      | crore 

(Ye ar -e n d  March ) FY19 FY20 FY21E FY22E

Per share data  (|)

EPS 86.2 96.9 96.0 99.8

Cash EPS 143.5 155.5 157.5 164.4

BV 669.0 748.9 826.6 828.4

DPS 17.0 19.0 20.0 20.0

Cash Per Share 81.5 154.0 265.0 162.3

O perating Ratios  (% )

EBITDA  Margin 26.4 26.4 28.2 28.3

PBT / Tota l O perating income 8.7 9.0 11.8 11.8

PA T Margin 11.2 12.3 11.7 11.7

Inventory days 110.0 110.0 110.0 110.0

Debtor days 68.5 69.3 66.7 64.9

Creditor days 21.0 21.0 21.0 21.0

Return Ratios  (% )

RoE 11.8 11.9 10.8 11.2

RoCE 10.1 10.2 11.3 11.4

RoIC 3.9 4.3 4.0 4.2

V aluation Ratios  (x)

P/E 7.3 6.4 6.5 6.3

EV  / EBITDA 7.0 6.3 5.3 5.6

EV  / Net Sa les 1.9 1.7 1.5 1.6

Market Cap / Sa les 0.7 0.7 0.7 0.7

Price to adjus ted Book V a lue 0.9 0.8 0.8 0.8

Solvency Ratios

Debt/EBITDA 4.5 4.2 3.8 3.7

Debt / Equity 1.3 1.1 1.0 1.0

Current Ratio 1.5 1.7 1.9 1.9

Q uick Ratio 0.2 0.4 0.7 0.7
 

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% 

 

 

Pankaj Pandey Head – Research pankaj.pandey@icicisecurities.com 

 
 

ICICI Direct Research Desk, 

ICICI Securities Limited, 

1st Floor, Akruti Trade Centre, 

Road No 7, MIDC, 

Andheri (East) 

Mumbai – 400 093 

 

 
research@icicidirect.com 
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ANALYST CERTIFICATION  

I/We, Chirag J 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. 

Disclaimer in retail research report: 

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 Limited is a SEBI registered 

Research Analyst with SEBI Registration Number – INH000000990. ICICI Securities Limited SEBI Registration is INZ000183631 for stock broker. 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  

 

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 generally prohibits its analysts, persons reporting to analysts and their relatives 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 recommendation in fundamental reports. Investors may visit icicidirect.com to view the Fundamental and Technical Research Reports. 

 

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, 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 

simultaneously, 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 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 collectively or Research 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 are engaged in various financial service businesses, they might have financial interests or beneficial ownership in 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. 

 

 


