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Summary

	� Q2 consolidated PAT grew by 9% y-o-y to Rs. 1,017 crore led by a strong growth from RE portfolio and Odisha 
discoms offsetting lower coal profits. 

	� TPSSL saw strong order execution and rise of 392 bps q-o-q in EBITDA margin with PAT growth of 6.7x q-o-q to 
Rs74 crore. RE generation/Odisha PAT was also up 20%/45% y-o-y. Mundra UMPP is PAT break-even. 

	� Mundra UMPP would operate under Section 11 of the Electricity Act till June24. 4.3GW solar cell & module plant 
achieved first module out (FMO) in Oct’23 and cell production expected in Q4FY24. This would address concern 
of supply chain and input cost for solar plants.   

	� Tata Power has a well-planned strategy to shift towards clean energy and targets for 4x rise in its PAT by FY2027E 
over FY2022. We maintain a Buy on Tata Power with a revised PT of Rs. 285. At CMP, the stock trades at 2.3x/2.1x 
FY25E/FY26E P/BV.   

Tata Power Company Limited’s (TPCL) Q2FY2024 reported PAT grew by 9% y-o-y to Rs. 1,017 crore, led by 
good performance from the renewable energy (RE) portfolio and decent earnings from Odisha discoms 
offsetting the decline in coal profits. Core business of generation and T&D account for 84% of Q2FY2024 PAT. 
The RE portfolio posted revenue/EBITDA/PAT of Rs. 2,146 crore/Rs. 813 crore/Rs. 186 crore, up 34%/10%/45% 
y-o-y with strong earnings growth in RE generation/solar EPC business. TPSSL’s revenue/EBITDA/PAT was 
up 28%/3.2x/6.7x q-o-q to Rs. 1,910 crore/Rs. 125 crore/Rs. 74 crore, reflecting higher execution of group 
captive/large projects and q-o-q improvement in EBITDA margin to 6.6% vs. only 2.7% in Q1FY2024. RE 
generation revenue/EBITDA/PAT grew by 14%/12%/20% y-o-y to Rs. 916 crore/Rs. 739 crore/Rs. 153 crore, led 
by higher PLF and the addition of 330 MW of new capacities. Combined profit from Odisha discoms increased 
to Rs. 90 crore (vs. Rs. 62 crore/Rs. 64 crore in Q2FY2023/Q1FY2024) with PAT of Rs. 18 crore/Rs. 11 crore/Rs. 
35 crore from TPCODL/TPSODL/TPNODL, while earnings from TPWODL declined to Rs. 26 crore (vs. PAT of 
Rs. 46 crore in Q2FY2023). Earnings from JV & Associates stood at Rs. 252 crore (down 28% q-o-q) due to a 
decline in coal price to $80/bbl (vs. $135-140/tonne in Q2FY2023).  
Key positives

	� TPSSL’s margin improved to 6.6% in Q2FY2024 vs. 2.7% in Q1FY2024. 

	� RE portfolio’s PAT up 45% y-o-y.  

Key negatives
	� Profit share from JV & Associates declined by 28% q-o-q to Rs. 252 crore due to lower coal price. 

Management Commentary
	� Mundra UMPP will continue to operate under Section 11 till June 2024 and was PAT breakeven with minor cash 

profit. 

	� Started production of the module from the 4GW solar module and cell manufacturing plant and the same would 
ramp-up over the next 2-3 months. Cell production is expected to start in Q4FY2024. 

	� Capital cost is estimated at Rs. 13,000 crore for 2.8 GW of Pumped Hydro Storage Projects (PSP). All approval is 
expected by March 2024 and targets to complete the project in 36 months as no land is required. 

	� The RE portfolio of 5500 MW (38% of installed capacity) with 3200 MW/1000 MW/1300 MW from solar/wind/hydro 
and gas. 3750 MW of RE capacities are under implementation (to be completed in the next two years). It targets 
70% of RE share by 2030.  

	� Solar EPC/rooftop order book was at Rs. 15,870 crore/Rs. 2,872 crore vs. Rs. 17,643 crore/Rs. 2,504 crore in 
Q1FY2024. TPCL terminated one projects worth Rs. 1,158 crore because of unfavourable economics. 

	� Other updates – 1) net debt declined by 3% q-o-q to Rs. 36,609 crore, 2) FY2024 capex plan of Rs. 11,000 crore 
and has spent Rs. 4,500 crore in H1FY2024, 3) EV charging (public/home/E-bus at 4932/61959/464), 4) replaced 
25 lakh metres in the last three years at Odisha discoms, 5) ITPC tariff issue resolved and received $102 mn (Tata 
Power share at $51 mn).    

Revision in estimates – We have broadly maintained our FY2024-FY2025 earnings estimate and introduce our 
FY2026 earnings estimate in this report. 

Our Call
Valuation – We maintain Buy on TPCL with a revised PT of Rs. 285: TPCL’s focus on business restructuring and 
high-growth RE business and entry into power transmission would play a crucial role for sustained earnings growth 
(management targets for 4x rise in its PAT by FY2027E over FY2022) and improved earnings quality. In addition, 
management’s business restructuring plans to increase the share of high-growth RE business would drive sustained 
improvement in ESG scores. Hence, we maintain Buy on TPCL with a revised price target (PT) of Rs. 285. At the CMP, 
the stock trades at 2.3x/2.1x its FY2025E/FY2026E P/BV. 

Key Risks
1) Slower-than-expected ramp-up of the RE portfolio and expansion in the distribution business, 2) lower-than-
expected profitability in the solar EPC business, and 3) volatility in international coal prices.
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Valuation (Consolidated) Rs cr
Particulars FY22 FY23 FY24E FY25E FY26E
Revenue 42,816 55,109 51,143 55,671 60,718
OPM (%) 17.5 14.0 24.4 24.3 24.5
Adjusted PAT 1,741 3,336 3,552 3,906 4,553
YoY growth (%) 35.7 91.6 6.5 10.0 16.6
Adjusted EPS (Rs.) 5.4 10.4 11.1 12.2 14.2
P/E (x) 46.8 24.4 22.9 20.9 17.9
P/B (x) 3.6 2.8 2.6 2.3 2.1
EV/EBITDA (x) 16.3 15.5 9.7 8.9 7.9
RoNW (%) 7.8 13.0 11.7 11.6 12.2
RoCE (%) 6.5 6.1 10.1 11.7 12.3
Source: Company; Sharekhan estimates
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Steady PAT growth of 9% y-o-y; core business of generation and T&D account for 84% of PAT

TPCL’s Q2FY2024 reported PAT grew by 9% y-o-y to Rs. 1,017 crore (marginally below our estimate of Rs. 1,050 crore), 
led by good performance from the RE portfolio and decent earnings from Odisha discoms offsetting the decline in 
coal profits. Core business of generation and T&D account for 84% of Q2FY2024 PAT. The RE portfolio posted revenue/
EBITDA/PAT of Rs. 2,146 crore/Rs. 813 crore/Rs. 186 crore, up 34%/10%/45% y-o-y with strong earnings growth in RE 
generation/solar EPC business. TPSSL’s revenue/EBITDA/PAT was up 28%/3.2x/6.7x q-o-q to Rs. 1,910 crore/Rs. 125 
crore/Rs. 74 crore, reflecting higher execution of group captive/large projects and q-o-q improvement in EBITDA 
margin to 6.6% vs. only 2.7% in Q1FY2024. RE generation revenue/EBITDA/PAT grew 14%/12%/20% y-o-y to Rs. 916 
crore/Rs. 739 crore/Rs. 153 crore, led by higher PLF and the addition of 330 MW of new capacities. Combined profits 
from Odisha discoms increased to Rs. 90 (vs. Rs. 62 crore/Rs. 64 crore in Q2FY2023/Q1FY2024) with PAT of Rs. 18 crore/
Rs. 11 crore/Rs. 35 crore from TPCODL/ TPSODL/TPNODL, while earnings from TPWODL declined to Rs. 26 crore (vs. 
PAT of Rs. 46 crore in Q2FY2023). Earnings from JV & Associates stood at Rs. 252 crore (down 28% q-o-q) due to a 
decline in coal price to $80/bbl (versus $135-140/tonne in Q2FY2023).  

Results (Consolidated) Rs cr
Particulars Q2FY24 Q2FY23 y-o-y (%) Q1FY24 q-o-q (%)

Revenue 15,738 14,031 12.2 15,213 3.4

Total Expenditure 12,647 12,270 3.1 12,270 3.1

Reported operating profit 3,091 1,760 75.6 2,944 5.0

Other Income 292 150 93.9 271 7.4

EBITDA 3,383 1,911 77.0 3,215 5.2

Interest 1,182 1,052 12.4 1,221 -3.2

Depreciation 926 838 10.5 893 3.6

Reported PBT 1,275 21 NA 1,100 15.9

Add: Net movement in regulatory 
deferral account balances (net of tax)

-296 132 NA -210 NA

Add: Share of Profit of Associates and JV 252 1219 -79.4 351 -28.3

Exceptional income/(expense) 0 0 NA 235 NA

PBT after regulatory deferral account 
and share of profit from JV

1,231 1,373 -10.4 1,476 -16.6

Tax 213 438 -51.3 335 -36.3

Reported PAT before MI 1,017 935 8.8 1,141 -10.8

Minority Interest 142 116 22.1 168 -15.8

Reported PAT after MI 876 819 6.9 972 -10.0

Adjusted PAT 876 819 6.9 738 18.7

No. of Equity Shares (cr) 319.6 319.6 0.0 319.6 0.0

Reported EPS (Rs) 2.7 2.6 6.9 3.0 -10.0

Adjusted EPS (Rs) 2.7 2.6 6.9 2.3 18.7

Margins (%)   BPS  BPS

OPM 19.6 12.5 709 19.3 29

Adjusted NPM 5.6 5.8 -27 4.8 71

Tax rate 17.3 31.9 -1,455 22.7 -535
Source: Company; Sharekhan Research
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TPCL’s entity-wise consolidated performance for Q2FY2024                                                                                  

Source: Company

TPCL’s cluster-wise consolidated performance for Q2FY2024                                                                                  

Source: Company

Odisha discoms’ performance in Q2FY2024                                                                                                           

Source: Company
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Tata Power Solar Systems Limited – Highlights                                                                                           

Source: Company

Renewables – Consolidated 

Source: Company

Tata Power Regulated - Equity and Assets

Source: Company

Tata Power Debt Profile                                                                                                                                                          

Source: Company
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Outlook and Valuation 

n Sector Outlook – Regulated tariffs provide earnings visibility; reforms to strengthen balance sheets of 
power companies 

India’s power sector is regulated by the CERC with an availability-based earnings model (fixed RoE on power generation 
assets) and, thus, the regulated tariff model provides strong earnings visibility for power-generation, transmission and 
distribution companies. Moreover, the government’s power sector package of over Rs. 3 lakh crore announced in the 
recent Union Budget would help power discoms clear dues of power generation and transmission companies. This 
would reduce receivables of the power sector and strengthen companies’ balance sheets.

n Company Outlook – Focus on distribution and RE business to drive robust earnings growth 

TPCL has a well-planned strategy to shift towards clean energy and targets a 4x rise in its PAT by FY2027E over FY2022. 
We believe growth would be largely driven by distribution and RE business. We expect PAT to register a CAGR of 11% 
over FY2023-FY2026E with healthy RoE of ~12% in FY2026E.

n Valuation – We maintain Buy on TPCL with a revised PT of Rs. 285

TPCL’s focus on business restructuring and high-growth RE business and entry into power transmission would play a 
crucial role for sustained earnings growth (management targets for 4x rise in its PAT by FY2027E over FY2022) and im-
proved earnings quality. In addition, management’s business restructuring plans to increase the share of high-growth 
RE business would drive sustained improvement in ESG scores. Hence, we maintain Buy on TPCL with a revised PT of 
Rs. 285. At the CMP, the stock trades at 2.3x/2.1x its FY2025E/FY2026E P/BV. 
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About the company

TPCL is India’s largest integrated private power company present in power generation (capacity of 16,779 MW with 
63% from thermal and 37% from renewables), transmission, distribution (largest private sector player with a customer 
base of 11.7 million), trading and solar EPC (largest solar EPC player in India).

Investment theme

TPCL’s core earnings are resilient even in the demand down cycle as it gets regulated returns on power generation 
and distribution assets. The company’s focus to shift from a B2G to B2C model would drive robust earnings growth 
(to be driven by the RE and distribution business) over the next 4-5 years. Potential improvement in ESG rating could 
re-rate the company.

Key Risks
	� Slower-than-expected ramp-up of the RE portfolio and expansion in the distribution business. 

	� Lower-than-expected profitability in the solar EPC business. Likely continued under-recoveries for Mundra UMPP. 

	� Volatility in international coal prices.

Additional Data

Key management personnel 
Mr. Natarajan Chandrasekaran Chairman
Dr. Praveer Sinha Managing Director and CEO
Sanjeev Churiwala Chief Financial Officer
Source: Company Website

Top 10 shareholders
Sr. No. Holder Name Holding (%)

1 Life Insurance Corp of India 8.5
2 Vanguard Group Inc/The 2.1
3 BlackRock Inc 1.4
4 Nippon Life India Asset Management 1.3
5 General Insurance Corp of India 1.1
6 SBI Funds Management Ltd 0.5
7 Matthews International Capital Man 0.4
8 ICICI Prudential Asset Management 0.4
9 Tata Asset Management Pvt Ltd 0.3

10 Government Pension Investment Fund 0.3
Source: Bloomberg

Sharekhan Limited, its analyst or dependant(s) of the analyst might be holding or having a position in the companies mentioned in the article.



Understanding the Sharekhan 3R Matrix
Right Sector
Positive Strong industry fundamentals (favorable demand-supply scenario, consistent industry 

growth), increasing investments, higher entry barrier, and favorable government 
policies  

Neutral Stagnancy in the industry growth due to macro factors and lower incremental 
investments by Government/private companies

Negative Unable to recover from low in the stable economic environment, adverse government 
policies affecting the business fundamentals and global challenges (currency 
headwinds and unfavorable policies implemented by global industrial institutions) 
and any significant increase in commodity prices affecting profitability.

Right Quality
Positive Sector leader, Strong management bandwidth, Strong financial track-record, Healthy 

Balance sheet/cash flows, differentiated product/service portfolio and Good corporate 
governance.

Neutral Macro slowdown affecting near term growth profile, Untoward events such as natural 
calamities resulting in near term uncertainty, Company specific events such as factory 
shutdown, lack of positive triggers/events in near term, raw material price movement 
turning unfavourable

Negative Weakening growth trend led by led by external/internal factors, reshuffling of key 
management personal, questionable corporate governance, high commodity prices/
weak realisation environment resulting in margin pressure and detoriating balance 
sheet

Right Valuation
Positive Strong earnings growth expectation and improving return ratios but valuations are 

trading at discount to industry leaders/historical average multiples, Expansion in 
valuation multiple due to expected outperformance amongst its peers and Industry 
up-cycle with conducive business environment.

Neutral Trading at par to historical valuations and having limited scope of expansion in 
valuation multiples.

Negative Trading at premium valuations but earnings outlook are weak; Emergence of roadblocks 
such as corporate governance issue, adverse government policies and bleak global 
macro environment etc warranting for lower than historical valuation multiple.

Source: Sharekhan Research 
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