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KEY HIGHLIGHTS
1.

RESULTS OVERVIEW:

NLC India limited FY24 consolidated revenues came in at 12,999 cr. down
19.59% YoY.

Operating profit for Q4FY24 stood at X333 Cr. Operating profit for Q3FY24
was X905 cr. Operating loss for Q4FY23 stood at X1,236 cr.

RECOMMENDATION - BUY

CMP - 240
TARGET - 276 (15%)

Industry Construction
= Operating margins for Q4FY24 came at 9.00%. Operating margins for NSE CODE NLCINDIA
Q3FY24 stood around 29% and for Q4FY223 was around 24%. BSE CODE 513683
=  PAT for Q4FY24 stood at X114 cr. PAT of X254 cr. in Q3FY24 and PAT of 837 Market Cap (X Cr) 33,265
cr.in Q4FY23. Shares Outstanding (in Cr) 139
2. MANAGEMENT COMMENTARY: 52 wk High/Low (X) 294 /87.4
= Corporate plan of NLC India to become a power major of 17 GW capacity P/E 17.9
with more than 6 GW renewable capacity by 2030. P/BV 2.01
= NLC has 2 GW solar projects in pipeline, 600 MW in the state of Gujarat and Face Value (X) 10.00
810 MW in the state of Rajasthan. Management has guided that all the Book Value (3) 119
projects which are in pipeline have a completion time of 12-15 months. EPS (FY24) () 134
=  We are in the process of transferring NLC India Renewables Limited to NLC Dividend Yield (%) 1.46%
India Renewables Limited having the present capacity of 1.4 GW. Debt / Equity 1.36
Interest Coverage 4.39

Management aspires to take the same to 6 GW by 2030.

SEGMENTAL ANALYSIS:

FY24 Revenue Breakup: Mining (40.97%), Power Generation (59.03%).
FY24 EBIT Breakup: Mining (57.00%), Power Generation (43.00%).

SHAREHOLDING PATTERN

= Assets Breakup: Mining (11.76%), Power Generation (53.32%), Unallocated Mar24 Dec23 Sep23
Assets (34.92%). Promoters 72.20 79.20 79.20
4. CONCALL SUMMARY DIl 13.38 8.85 9.18
= Lignite production for Q1 & Q2 FY2024 was affected due to land acquisition FII/FPI 2.39 121 0.95
issues. In Q3, with the support of Government & district administration, Government 4.31 4.31 4.31
Company could take into possession almost 558 hectares of land. Public 7.73 6.44 6.37

Lignite production for Q3 has improved and will further improve in Q4 after
land acquisition.

There will not be any under-recovery or generation loss in the next financial
year due to lignite related issues. Adequate Lignite will be ensured for the
next FY.

TPS-II Expansion, the CFBC Boiler-related issue is expected to resolve soon.
Company is targeting 16 million metric tons of coal production in FY 2026.

FINANCIAL SNAPSHOT (X Cr)

Y/E March  2023A 2024A 2025E

= Thermal Power plant TPS-Il and TPS-Il Expansion are undergoing
modification work. Q1 of next financial year one unit, and Q2 of the next Crore
financial year the second unit will be completed and the availability and Sales 16,165 12,999 13,814
v P ¥ Sales Gr.
reliability will be substantially improved. (%) 33.92 -19.59 6.27
5. OTHER DEVELOPMENTS: EBITDA 5714 3536 4,420
= NLC India Limited entered into an MOU with RVUNL which entails an EBITDA % 35% 27% 32%
investment of more than X7000 Crores. Among the notable projects, the PAT 1,426 1,868 2,328
MoU outlines the establishment of a 125 MW Lignite Pit-head Thermal EPS (X) 10.07 13.37 16.75
Power Plant in Bikaner district, 1000 MW Solar Power Plant. Additionally, a EPS Gr. (%) 27.8 32.58% 25.28%
Lol for the setup of an 810 MW solar power plant has already been issued. Ratios
6. VALUATION AND OUTLOOK: RoE (%) 10.05 11.7% 12.76%
RoCE (%) 7.54 9.13% 10.87%
= Expected availability of thermal power plants in FY25, Improving lignite Valuation
availability for thermal power production ensures operational efficiency. P/E (x) 12.00 17.9 14.33
Company has also forayed into renewable space. With more than 70,000 cr.
of capex by 2030 will enhance its regulated equity and thus the top and
bottom line of the company. Historical & Industrial Val Ratios
= We reiterate a “BUY” rating on the stock and value the stock at 16.5x FY25E Historical P/E 12.38
earnings to arrive at the target of X276 Industry P/E 23,65
Historical P/B 1.91
Industry P/B 3.60
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Mining & Generation Capacity (FY24)

Mining Capacity in MTPA

H Lignite

H Coal

Power Generation Capacity in MW
51

H Lignite
H Coal

i Solar
H Wind

Mining & Generation Capacity Expansion by 2030

Mining Capacity Expansion in MTPA

Power Generation Capacity Expansion in MW

100
H Lignite H Lignite
Coal H Coal
i Coa i Solar
QUARTERLY PERFORMANCE (CONSOLIDATED) (X Cr)
Y/E March FY23 FY24
FY24 FY25E*
Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4
Net sales 3,863 3,489 3,679 5,134 3,316 2,978 3,164 3,541 12,999 13,812
YoY change (%) 27.24% 12.77% 34.66% 66.36% -14.16% -14.65% -14.00% -31.03% -19.59% 6.27%
Expenditures 2,455 2,310 3,957 3,898 2,123 2,143 2,260 3,208 9,463 9,394
EBITDA 1,408 1,179 -278 1,236 1,193 835 9204 333 3,536 4,420
Margins (%) 36% 34% -8% 24% 36% 28% 29% 9% 27% 32%
Other income 103 207 300 713 112 1,535 149 494 2,020 1,455
Interest 221 337 232 221 231 214 205 199 849 900
Depreciation 436 434 460 472 461 455 446 462 1,825 1,871
PBT 854 615 -670 1,256 613 1,701 402 166 2,882 3,104
Rate (%) 33.37% 32.20% 40.90% 33.36% 32.46% 36.16% 36.82% 31.33% 35.18% 25%
PAT 569 417 -396 837 414 1086 254 114 1868 2,328
EPS in Rs 4.05 2.96 -2.93 5.98 2.92 7.82 1.81 0.82 13.37 16.75
Source: Company, Hem Securities Research.
Note: - Figures mentioned in statement are rounded off to the nearest integer for better understanding purpose.
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INDUSTRY OVERVIEW

India is third largest producer of electricity in the world with installed
power generation capacity of 442.86 GW with thermal comprising 243
GW of capacity and RE comprises 191.68 GW of capacity as on Apr 30,
2024

India has committed to augment non fossil fuel based installed electricity
generation capacity to over 500000 MW by 2030. Transmission plan for
integration of 500000 MW RE capacity by 2030 is being implemented in
a phased manner commensurate with RE capacity.

Solar comprises a significant component of ~43% in installed renewable
capacity, which amounts to 191.68 GW.

Power demand in FY 2024 has increased by 8% and it is anticipated that
with increased industrialization and development activities post-election
it will further increase.

India is second largest producer of coal after china. The all India
Production of coal during 2023-24 was 997.25 MT (highest ever) with a
positive growth of 11.65%.

India primarily imports thermal coal from South Africa and Indonesia.
Total import of coal in India ranges between 225-250 Million tons.

KEY PLAYERS in Power
Generation (Fig. in Cr.)

61,449
Tata Power
141,058
50,351
Adani Power
44,800

12,999

NLC
33,265

B Revenues H M.cap

PEER PERFORMANCE (X Cr)
Particulars NLC Adani Power Tata Power
Market Cap 31,532 2,45,398 1,39,253
Net Sales 12,999 50,351 61,449
EBITDA 3,536 18,181 10,784
PAT 1,868 20,829 4,280
EPS(X) 13.37 54.00 11.57
EBITDA MARGIN % 27.20% 36.10% 17.54%
PAT MARGIN % 14.37 41.37% 6.96%
ROCE % 9.13% 57.2 11.3%
ROE % 11.7% 32.2% 11.5%
P/ETTM 30.6 11.8 39.6
P/BTTM 1.94 5.69 4.31
EV/EBITDA 9.58 9.70 13.2
Dividend Yield % 1.40 0.00 0.46
MCap/ Sales TTM 2.43 4.87 2.27

Source: Company, Hem Securities Research.
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Revenue EBITDA & EBITDA Margin
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INVESTMENT RATIONALE:

= Ghatampur thermal power station units are expected to commission in FY25 in phased manner. Unit | is
expected to generate the commercial production by Q2FY25 while Unit Il & IIl in Q3 & Q4 respectively. With
the commissioning of these units, NLC will be able to attain stable PAF and increased regulated equity.

=  Company is aggressively looking to add renewable energy in its portfolio with higher EBITDA margins. 2 GW
solar projects are in pipeline, 600 MW in the state of Gujarat and 810 MW in the state of Rajasthan. All these
projects are having completion time of 12-15 months. By end of FY25, Company will be adding 2 GW of RE in
its portfolio.

= Company had under-recovery from TPS-1l Stage Il and TPS-Il Expansion worth X 207 & X 186 cr. respectively.
Management has guided that, it will achieve 100% recovery from both the units in FY25 which will
consequently boost the PAT of the company by around 200 crores.

=  With the possession of 558 hectares land and augmentation of lignite production, under-recoveries can
become zero because of the lignite shortfall.

= Massive capital expenditures are planned by NLC. By 2030, X 70,985 crore is projected to be spent on capital
projects (TTPS Il Project cost of X 11, 189 Cr. excluded) with a 70:30 debt to equity ratio.

RISK / NEGATIVE FACTORS:

= Delay in the modification work related to TPS-ll Stage Il & TPS-ll Expansion would delay the project
commissioning and consequently affects the earnings of FY25.

= Non availability of lignite could affect the thermal power generation of the entity. There have been instance,
where units of the company were shut for the want of lignite. Any occurrence of such event could further
affect the revenues of the company.

=  Company’s inability to recover from debtors could affect the working capital cycle and envisaged capital
expenditure of the company. In past we have observed the high debt levels appearing the books of the
company.

COMPANY RECAP

= NLCis a NAVRATNA company under the Ministry of Coal since 1956. Core business of the company is Mining
& Power Generation. Present Mining capacity of the company is 50.1 MTPA and power generation capacity of
6071.06 MW.

= The company operates opencast lignite mines in Neyveli, Tamil Nadu, and Barsingsar in Bikaner district,
Rajasthan.

=  Company along with its legacy business, is now also concentrating on renewable energy. It has an aspiring
target of achieving 6 GW of renewable energy of installed capacity by 2030.

= Company was facing lot of issues including but not limited to lignite unavailability, units of thermal power
plants were shut due to technical issues, reducing coal prices.

=  Thermal Power plant TPS-Il and TPS-Il Expansion are undergoing modification work. Q1 of next financial year
one unit, and Q2 of the next financial year the second unit will be completed and the availability and
reliability will be substantially improved.

=  Company has planned massive capital expenditures. By 2030, X 70,985 crore is projected to be spent as capex
(excluding TTPS Il Project cost of X 11, 189 Cr.) with a 70:30 debt to equity ratio.
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ANNUAL PERFORMANCE

Financials & Valuations

Income Statement (X Cr)
Y/E March 2020 2021 2022 2023 2024 2025E 2026E
Revenue from operations 10,325 9,936 12,070 16,165 12,999 13,814 15,472
Growth YoY (%) 4.60% -3.77% 21.48% 33.93%  -19.59% 6.27% 12.00%
Expenditure 6,904 7,320 8,119 10,452 9,463 9,394 10,289
(%) of sales 66.87% 73.67% 67.27% 64.66% 72.80% 68.00% 66.50%
EBITDA 3,420 2,616 3,951 5,714 3,536 4,420 5,183
EBITDA Margin (%) 33.12% 26.33% 32.73% 35.35% 27.20% 32.00% 33.50%
Depreciation 1334 1611 1909 1801 1825 1871 2,145
EBIT 2,086 1,005 2,042 3,913 1,711 2,549 3,038
Other Income 1,433 2,531 1,544 -845 2,020 1,455 1,565
Interest Expenses 1,174 1,313 984 1,012 849 900 1,135
Earnings before Taxes 2,345 2,223 2,602 2,056 2,882 3,104 3,468
EBT Margin (%) 22.71% 22.37% 21.56% 12.72% 22.17% 22.47% 22.41%
Tax-Total 892.95 909.03 1488.01 630.66 1,014 776 867
Rate of tax (%) 38% 41% 57% 31% 35% 25.00% 25.00%
Net Profit 1,453 1,314 1,116 1,426 1,868 2,328 2,601
PAT Margin (%) 14.07% 13.22% 9.25% 8.82% 14.37% 16.85% 16.81%
EPS 10.39 9.24 7.88 10.07 13.37 16.75 18.71

Balance Sheet

Y/E March 2020 2021 2022 2023 2024
Equity Capital 1,387 1,387 1,387 1,387 1,387
Reserves 11,518 12,098 12,803 13,782 15,144
Borrowings 27,230 27,234 22,086 22,333 22,415
Other Liabilities 12,493 12,594 13,542 15,605 15,995
Total Liabilities & Equity 52,628 53,313 49,818 53,107 54,942
Fixed Assets 24,109 25,824 24,875 24,058 23,391
cwip 12,662 11,597 13,022 14,636 17,726
Investments 14 14 7 8 8
Other Assets 15,844 15,879 11,914 14,405 13,817
Total Assets 52,628 53,313 49,818 53,107 54,942

Source: Company, Hem Securities Research.
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Ratios
Y/E March (Basic (INR) 2020 2021 2022 2023 2024
Profitability and return ratios
Net profit margin (%) 14.07 13.2 9.3 8.8 14.4
EBITDA margin (%) 33.1 26.3 32.7 35.4 27.2
EBIT margin (%) 34.1 35.9 30.2 18.9 28.7
ROE (%) 11.3 9.9 8.1 9.7 11.7
ROCE (%) 11.0 9.4 13.1 10.3 9.1
Valuations Ratios
EV/sales (x) 3.19 3.40 2.54 2.03 4.25
EV/EBITDA (x) 6.97 7.03 6.38 4.64 9.95
Adj. P/E (x) 4.64 5.34 7.47 7.67 18.1
P/BV (x) 0.47 0.52 0.61 0.71 2.13
Dividend Yield (%) 16.05 4.96 4.80 4.53 1.40
Return on Assets (%) 2.91 2.43 2.12 2.74 3.46
M Cap / Sales 0.59 0.71 0.73 0.66 2.59
High PE 6.69 7.65 7.56 13.53 21.97
Low PE 3.84 4.13 4.93 6.04 6.35

Leverage Ratio

Debt/Equity (x) 2.11 2.02 1.55 1.47 1.36

Cash Flow Statement

Y/E March 2020 2021 2022 2023 2024
Profit Before Tax 2,345 2,223 2,603 2,056 2,882
Changes In working Capital -2,747 -338 2,960 73 259
CF from Operating activities (A) 1,647 4,390 7,746 3,761 5,624
CF from Investing Activities (B) -5,812 -2,212 -763 -2089 -3,151
CF from Financing Activities (C) 4,163 -2,037 -7,001 -1,735 -1,985
Net Cash Flow -1.53 140.38 -17.93 -62 487
Add: Opening Bal. 18 17 157 139 77
Closing Balance 17 157 139 77 564

Source: Company, Hem Securities Research.
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RATING CRITERIA
INVESTMENT RATING EXPECTED RETURN
BUY >=15%
ACCUMULATE 5% to 15%
HOLD 0to 5%
REDUCE -5%to 0
SELL <-5%

RECOMMENDATION SUMMARY

DATE RATING TARGET
20 May 2024 Buy 15%

Hem Securities Research 8



Hem Securities £ g 2 NLC India LTD
Building your wealth through values % § Report Type: Q4 FY24 Result
BROKING | INVESTMENT BANKING | RESEARCH | 0@“\)\) Sector: Power Generation
DISTRIBUTION | DEPOSITORY | PMS CREATING WEALTH Date — 20 May 2024
FOR WELLBEING

DISCLAIMER

HEM Securities Limited (“Research Entity or HSL”) is regulated by the Securities and Exchange Board of India (“SEBI”) and is licensed to carry on the
business of broking, depository services and other related activities. Broking services offered by HEM Securities Limited are under SEBI Registration
No.: INZ000168034.

This Report has been prepared by HEM Securities Limited in the capacity of a Research Analyst having SEBI Registration No. INH100002250 and
distributed as per SEBI (Research Analysts) Regulations 2014. This report does not constitute an offer or solicitation for the purchase or sale of any
financial instrument or as an official confirmation of any transaction. The information contained herein is from publicly available data or other
sources believed to be reliable. This report is provided for assistance only and is not intended to be and must not alone be taken as the basis for an
investment decision. The user assumes the entire risk of any use made of this information. Each recipient of this report should make such
investigation as it deems necessary to arrive at an independent evaluation of an investment in the securities of companies referred to in this
document (including the merits and risks involved), and should consult his own advisors to determine the merits and risks of such investment. This
should not be construed as invitation or solicitation to do business with HSL. The investment discussed or views expressed may not be suitable for
all investors.

This information is strictly confidential and is being furnished to you solely for your information. This information should not be reproduced or
redistributed or passed on directly or indirectly in any form to any other person or published, copied, in whole or in part, for any purpose. 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
HSL and associates / group companies to any registration or licensing requirements within such jurisdiction. The distribution of this report in
certain jurisdictions may be restricted by law, and persons in whose possession this report comes, should observe, any such restrictions. The
information given in this report is as of the date of this report and there can be no assurance that future results or events will be consistent with
this information. This information is subject to change without any prior notice. HSL reserves the right to make modifications and alterations to this
statement as may be required from time to time. HSL or any of its associates / group companies shall not be in any way responsible for any loss or
damage that may arise to any person from any inadvertent error in the information contained in this report. HSL is committed to providing
independent and transparent recommendation to its clients. Neither HSL nor any of its associates, group companies, directors, employees, agents
or representatives shall be liable for any damages whether direct, indirect, special or consequential including loss of revenue or lost profits that
may arise from or in connection with the use of the information. Our proprietary trading and investment businesses may make investment
decisions that are inconsistent with the recommendations expressed herein. Past performance is not necessarily a guide to future performance
.The disclosures of interest statements incorporated in this report are provided solely to enhance the transparency and should not be treated as
endorsement of the views expressed in the report.

We offer our research services to clients as well as our prospects. Though this report is disseminated to all the customers simultaneously, not all
customers may receive this report at the same time. We will not treat recipients as customers by virtue of their receiving this report.

HSL and its associates, officer, directors, and employees, research analyst (including relatives) worldwide 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 subject company/company(ies) discussed herein or act as advisor or lender/borrower to such company(ies) or
have other potential/material conflict of interest with respect to any recommendation and related information and opinions at the
time of publication of research report or at the time of public appearance.

Investments in securities market are subject to market risks, read all the related documents carefully before investing.
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ANALYST CERTIFICATION/ DISCLOSURE OF INTEREST

Name of the Research Analyst: Mohit Arora

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.

SN Particulars Yes/No
1. Research Analyst or his/her relative’s or HSL’s financial interest in the subject company(ies) No
2. Research Analyst or his/her relative or HSL’s actual/beneficial ownership of 1% or more securities of the subject No

company(ies) at the end of the month immediately preceding the date of publication of the Research Report

3. Research Analyst or his/her relative or HSL has any other material conflict of interest at the time of publication No
of the Research Report

4. Research Analyst has served as an officer, director or employee of the subject company(ies) No
5. HSL has received any compensation from the subject company in the past twelve months No
6. HSL has received any compensation for investment banking or merchant banking or brokerage services from the No

subject company in the past twelve months

7. HSL has received any compensation for products or services other than investment banking or merchant No
banking or brokerage services from the subject company in the past twelve months

8. HSL has received any compensation or other benefits from the subject company or third party in connection No
with the research report

9. HSL has managed or co-managed public offering of securities for the subject company in the past twelve months  No

10. Research Analyst or HSL has been engaged in market making activity for the subject company(ies) No

Since HSL and its associates are engaged in various businesses in the financial services industry, they may have financial interest or may have
received compensation for investment banking or merchant banking or brokerage services or for any other product or services of whatsoever
nature from the subject company(ies) in the past twelve months. Associates of HSL may have actual/beneficial ownership of 1% or more and/or
other material conflict of interest in the securities discussed herein.

There were no instances of non-compliance by HSL on any matter related to the capital markets, resulting in significant and material disciplinary
action during the last three years.
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