
Projects' Status & Features
Option Mundra – I & II Mundra - III Mundra - IV Tiroda – I & II

Type,  Capacity  & 
Technology

Coal  Fired,  1320MW, 
Sub-critical

Coal  Fired,  1320MW, 
Sub-critical

Coal Fired, 1980 MW, 
Super Critical

Coal Fired, 1980 MW, 
Super Critical

Expected Completion Jul 2009 / Feb 2010 Jan 2011 / Jun 2011 Aug 2011 / Apr 2012 Jul 2011 / Apr 2012

Project Cost 4350 crore 5796 crore 8960 crore 9263 crore

Fuel Supply Status Coal  supply 
agreement with AEL

Coal  supply 
agreement with AEL

Coal  supply 
agreement  with  AEL, 
provisional  agreement 
with  Mahanadi 
Coalfields

Captive  coal  mines 
allotted  by  coal 
ministry for generating 
upto  1000  MW, 
provisional  assurance 
from  south-east  and 
western coalfields

Investment Positives
 As part of the Adani group APL seeks to be vertically integrated in the Indian Power Sector. The Adani 

group operates in coal mining, coal trading, shipping and power trading fields, and is venturing into 
power generation and power transmission through APL. The Adani group has coal mining rights in 
both the international and domestic markets. Adani Global, a wholly owned subsidiary of AEL, has 
entered into agreements with holders of long-term exploitation licenses to exclusively mine coal in 
Bunyu Island, Indonesia. In addition, APL has also been allocated two coal blocks in India to mine 
coal for the Tiroda Power Project. Adani Shipping Ltd, Singapore, a wholly owned subsidiary of AEL, 
has  entered into a contract  for the purchase of  two newly built  capesize vessels  with  expected 
delivery by December 2010 for transportation of coal from the Indonesian coal mines operated by 
AEL. It seeks to use leverage its existing business competencies in APL venture.

 The  company  has  entered  into  long-term coal  supply  arrangement  with  AEL  for  Mundra  power 
projects. PT Adani Global, a wholly owned subsidiary of AEL, has entered into agreement with holders 
of long-term exploitation licenses to exclusively mine coal in Bunyu island, Indonesia. For Mundra 
power  projects,  AEL  proposes  to  procure  coal  from these  mines  in  Indonesia.  Additionally,  the 
company  has  received  letter  from  Mahanadi  Coalfields  that  has  provisionally  agreed  to  supply 
approximately  6.4MTPA of  Grade  ‘F’  coal  for  Mundra  Phase IV  Power  Project.  For  Tiroda  Power 
Project,  the  company  has  been  allocated  coal  blocks  at  Lohara  West  and  Lohara  Extension  for 
generating up to 1,000MW of power at our Tiroda Power Project, which have estimated coal reserves 
of around 170MMT and an average gross calorific value (GCV) ranging between 4,290 and 5,590 
Kcal/kg.  APML  has  also  received  letters  from  South  Eastern  Coalfields  and  Western  Coalfields 
provisionally agreeing to supply ~2.5 MTPA of Grade ‘F’ coal and 2.2MTPA of Grade ‘E’ coal for Tiroda 
Power Project respectively.

 APL’s power projects enjoy locational advantages in terms of easy access to fuel, water and proximity 
to power deficit areas. All our power projects under development are located in western India where 
the deficit of power is high. The company’s Mundra power projects are located close to the Mundra 
port, which is owned and operated by the promoter group company (MPSEL). MPSEZL has proposed 
to set up a coal jetty at a distance of approximately five kilometer from the Mundra power project 
site which would help the company to easily transport coal.

 APL is developing four power projects with an aggregate capacity of 6,600MW. The company has a 
mix of both long term agreements and merchant power agreements. This will help the company to 
benefit from both the long-term as well as a better realization from spot markets. The company has 
signed PPA (Power Purchase Agreements) for 4745 MW out of a total projected installed capacity of 
6600 MW. The power produced in excess of what is sold under the above mentioned power purchase 
agreements (PPAs) will be sold on a merchant basis.

Investment Negatives
 Adani Power has entered into firm fuel supply agreement with Adani Enterprises Limited (AEL), its 

parent company for supply of imported coal from Indonesia for its project at Mundra. The agreement 
provides for supply of coal at US$36/ton on CIF (Cost, Insurance, Freight) basis at Mundra, which is 
substantially lower than average CIF coal price of US$45/ton. Also, the production cash cost for coal 
mining in Indonesia stands at ~US$20/ton or more. For Q1CY09, the production cash cost for Bumi 
Resources (Indonesia’s  largest  player)  stood at US$27.5/ton and had increased to US$38/ton in 
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Q2CY09 given higher fuel cost. Current freight charges from Indonesia to India (West coast) stands 
at US$13-15/ton. Given the cost structures, we believe that CIF cost of US$36/ton exposes Adani 
Power to regulatory and related risks.

 Quality of Chinese equipment in India has been a key debatable issue in the Indian power context. 
While the Chinese equipments offer lower cost and quicker delivery time periods, the key point of 
contention has been the limited track record of such projects to operate on Indian coal and IPR 
related issues for super-critical projects. There have been wide divergences in PLF of plants using 
Chinese  equipments.  While  this  may  be  due  to  other  factors  like  lower  fuel  supply,  improper 
maintenance etc, the quality and adaptability of Chinese equipments continues to be debated in 
India.

 Adani Power has achieved financial closure for all its projects under development with Debt-Equity 
Ratio of 80:20, and close to 30% of capacity on merchant basis. This compares with the normal Debt 
Equity Ratio of 70:30 (followed by regulated utilities like NTPC, DVC, Powergrid, etc), and many of 
the private sector players have achieved financial closure at 75:25 Debt Equity Ratio (Sasan UMPP, 
Mundra UMPP, GMR Kamalanga, etc). This, is an aggressive strategy as poses risks to the company in 
a scenario of rising interest rates.

Valuations
Compared with its  peers such as National Thermal Power Corporation (NTPC),  Tata Power and Reliance 
Power, the issue is priced at 3.9-4.08 times its book value, which is at a premium to its peers’ valuations. 
However,  in  terms of  market  capitalisation per  MW (for  projects  that  are  operational  or  have achieved 
financial closure), the issue is priced largely in line or at a slight discount to the peers’ valuations. On market 
cap/MW basis the valuations are in line with the valuations of the peers. Qualitatively, APL has advantages in 
terms of its presence in power deficient areas and its status as an integrated player (with AEL and MPSEZL). 
Consequently, APL is a good option for investors with a long-term perspective. However, the issue may not 
provide significant listing gains. On the upside, the key risks to valuations are a better than expected PLF 
(Plant Load Factor) and a better than expected merchant power rate. However, on the downside, timely 
execution and the dependence on power equipment from the Chinese manufacturers could pose a risk to the 
valuations.

Peer-set Valuation
Company CMP 

(Rs.)
M Cap 
(RS. Crore)

BV/share
(Rs.)

P/BV
(X)

Capacity *
(MW)

M Cap / MW
(Rs. Crore)

NTPC 204 1,67,795 73.79 2.88 48000 3.5

Reliance Power 161 38,672 57.16 2.98 12500 3.09

Tata Power 1121 24,893 389.36 3.21 8035 3.1

APL 90 - 100 19,620 - 21,800 23.1 – 24.5 3.90 – 4.08 6600 2.97 – 3.30

*Projects for which operational or for which financial closure has been completed

Recommendation
Long term investors can apply to the IPO as the company offers an entry into Indian Power Sector which is 
likely to be on a high growth trajectory in the coming years. However people looking for listing gains should 
stay away as the issue looks reasonably priced in our view and doesn't offer scope for any more valuation 
lag.
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Disclaimer
Kindly read the Risk Disclosure Documents carefully before investing in Equity Shares, Derivatives or other instruments traded on the 
Stock Exchanges. RR would include RR Financial Consultants Ltd. and its subsidiaries, group companies, employees and affiliates. The 
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  RR.  The  information  contained herein  is  obtained  from public  sources  and sources  believed  to be reliable,  but 
independent verification has not been made nor is its accuracy or completeness guaranteed. RR or their employees may have or may not 
have an outstanding buy or sell position or holding or interest in the products mentioned herein. The contents and the information herein 
is solely for informational purpose and may not be used or considered as an offer document or solicitation of offer to buy or sell or 
subscribe for securities or other financial and insurance products and instruments. Nothing in this report constitutes investment, legal, 
accounting  and/or  tax  advice  or  a  representation  that  any  investment  or  strategy  is  suitable  or  appropriate  to  recipients  specific 
circumstances. The securities and products 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. Please note that 
fixed deposits, bonds, debentures are loans/lending instruments and the investor must satisfy himself/herself on the financial health of 
the company/bank/institution before making any investment. RR and/or its affiliates take no guarantee of soundness of any company or 
scheme. RR has/will  make available all  required information to the prospective investor if  asked for in respect of  any scheme/fixed 
deposit/bond/loan/debenture. RR is only acting as a broker/distributor and is not representing any company in any manner except to 
distribute its schemes. Mutual Fund Investments are subject to market risks, read the offer document carefully before investing. Any 
recipient herein may not take the content in substitution for the exercise of independent judgment. The recipient should independently 
evaluate the investment risks of any scheme of a mutual fund. RR and its affiliates accept no liability for any loss or damage of any kind  
arising out of the use of any information contained herein. Past performance is not necessarily a guide to future performance. Actual 
results may differ materially from those set forth in projections. RR may have issued other reports that are inconsistent with and reach 
different conclusion from the information presented in this report. The information herein 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 RR and its affiliates to any 
registration or licensing requirement within such jurisdiction. The securities and products 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 
them of and to observe such restriction(s). The display, description or references to any products, services, publications or links herein 
shall not constitute an endorsement by RR. Insurance is a subject matter of solicitation. Kindly also note all the risk disclosure documents 
carefully before investing in Equity Shares, IPO’s, Mutual Fund Schemes, Insurance Schemes, Fixed Deposit schemes, Debt offers, Hybrid 
Instruments,   or other instruments traded on Stock Exchanges or otherwise. Prospective investors can get all details and information 
from the sites of SEBI, IRDA, AMFI or respective Mutual Fund Companies, Insurance Companies, Rating Agencies, Stock Exchanges and 
individual corporate websites. Prospective investors are advised to fully satisfy themselves before making any investment decision.
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