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Bloomberg JSW IN 
Equity Shares (m) 1,640 
M.Cap.(INRb)/(USDb) 115.3 / 1.6 
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Financials & Valuations (INR b) 
 Y/E Mar 2019 2020E 2021E 
Net Sales 913.8 876.2 963.0 
EBITDA 28.5 30.1 31.2 
PAT 7.0 7.4 9.2 
EPS (INR) 4.2 4.5 5.6 
Gr. (%) 40.2 6.4 24.3 
BV/Sh (INR) 72.1 74.2 77.4 
RoE (%) 6.1 6.2 7.4 
RoCE (%) 7.5 7.7 8.2 
P/E (x) 16.6 15.6 12.5 
P/BV (x) 1.0 0.9 0.9 

 
Estimate change  
TP change  
Rating change  
 

 Lower fuel cost, higher hydro gen. aid earnings  
Visibility on earnings improving; Maintain Neutral 
JSW Energy’s (JSWE) EBITDA increased 9% YoY to INR9.4b (our estimate: INR9.8b) 
in 2QFY20, led by lower fuel cost and strong hydro generation, partly offset by the 
impact from the new CERC norms. PBT grew 21% YoY to INR4.8b on the back of a 
decline in finance cost (-12% YoY), while adj. PAT was up ~12% YoY to INR3.5b (our 
estimate: INR3.7b). 
 Standalone generation was up ~1% YoY to 2.5BU. Realization was down 12% 

YoY (-INR0.6/kWh) to INR4.37/kWh. Fuel cost declined ~19% YoY (-
INR0.7/kWh) to INR3.12/kWh. In our view, this was driven by some benefit 
from the lag between the decline in fuel cost and tariff in Ratnagiri 
Maharashtra PPA. Volumes from Telangana PPA (300MW from 1st July) were 
low. However, tariff related to the back down has not been recognized.  

 Hydro’s generation was ~9% higher YoY and helped offset the impact from the 
new CERC norms. Hydro EBITDA declined 3% YoY to INR4.9b (7% beat). 

 EBITDA at JSW Barmer was up 22% YoY to INR2.7b, as the previous year had an 
impact of INR0.5b related to certain tariff true ups. 

 JSWE noted that it is yet to elect for a switch to the new tax regime. However, 
there are certain benefits, which it expects its subsidiaries to accrue given the 
lower MAT rate. 
 

1HFY20 performance: Consol. EBITDA increased 7% YoY. PBT/PAT was higher by 
23/10% YoY on account of lowering interest costs. Operating cash flows post taxes 
declined 1% YoY to INR9.6b. Capex was at INR0.6b, while FCF stood at INR9.0b. 
 
Visibility improving, but capital allocation remains the key; Maintain Neutral 
 Around 80% of JSWE’s 4.4GW capacity is under long-term PPAs and generate 

predictable cash flows. Another ~7% could soon get tied up under group 
captive, further de-risking cash flows. Further ~7% is L1 under a 300MW 
contract of three years. It has also secured short-term contracts for ~300MW 
open capacity at attractive prices and is benefiting from the recent fall in global 
thermal coal prices. As these contracts fructify, it will de-risk earnings.  

 Given its strong balance sheet, JSWE can also benefit from the consolidation in 
the generation sector. JSW noted that it is under discussions for acquiring GMR 
Kamalanga (1,050MW) and has received CoC approval for Ind Barath Utkal 
(700MW). However, successful closure and further details related to these 
deals are awaited which will determine value creation. Maintain Neutral with a 
target price of INR76. 
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 Quarterly Performance (Consolidated) – INR million 
Y/E March FY19   FY20 FY19 FY20E  FY20 vs Est 
  1Q 2Q 3Q 4Q   1Q 2Q 3QE 4QE      2QE (%) 
Net Sales 23,606 24,308 24,217 19,246   24,122 21,186 21,357 20,954 91,376 87,618  22,887 -7 
    YoY Change (%) 5.8 18.6 21.5 8.4   2.2 -12.8 -11.8 8.9      -5.8   
Total Expenditure 15,843 15,694 16,830 14,478   16,029 11,838 14,795 14,860 62,845 57,522  13,105 -10 
EBITDA 7,762 8,613 7,387 4,768   8,093 9,348 6,562 6,094 28,531 30,097  9,782 -4 
    Margins (%) 32.9 35.4 30.5 24.8   33.5 44.1 30.7 29.1 31.2 34.3  42.7   
Depreciation 2,899 2,933 2,933 2,872   2,913 2,943 2,951 2,902 11,637 11,709  2,951 0 
Interest 3,130 3,083 2,948 2,764   2,698 2,722 2,700 2,684 11,924 10,804  2,700 1 
Other Income 673 1,370 701 936   518 1,133 457 292 3,680 2,400  894 27 
PBT before EO expense 2,407 3,967 2,208 68   3,000 4,816 1,368 800 8,650 9,984  5,024 -4 
Extra-Ord expense 0 0 0 0   0 0 0 0 0 0  0   
PBT 2,407 3,967 2,208 68   3,000 4,816 1,368 800 8,650 9,984  5,024 -4 
Tax 236 1,125 638 126   883 1,338 312 63 2,124 2,596  1,278      Rate (%) 9.8 28.3 28.9 185.6   29.4 27.8 22.8 7.9 24.6 26.0  25.4  MI and Associates -121 -317 109 -97   -327 -51 26 418 -426 66  9   
Reported PAT 2,292 3,160 1,461 39   2,444 3,530 1,030 319 6,951 7,323  3,737 -6 
Adj PAT 2,292 3,160 1,461 39   2,444 3,530 1,030 319 6,951 7,323  3,737      YoY Change (%) 5.5 6.4 211.8 -106.1   6.6 11.7 -29.5 723.5 40.2 5.3  18.3   
 

 
Takeaways from analyst meet 
 Growth plans: The company plans to reach ~10GW in the next 3-5 years. It is 

looking at completing acquisition of Ind Bharat Utkal (700MW) and GMR 
Kamalnaga (1,050MW). Kutehr (240MW) is also expected to get PPA approval 
soon. JSWE has been building capability within RE and plans to execute 400MW 
under RE for group captive. It also plans to participate for potential 1,200MW 
PPA bids from Rajasthan DISCOM through its lignite mines. In terms of returns, 
the company is focused on earning normative equity returns on these assets 
(15-15.5%). Buying assets at the bottom quartile of power purchase cost is an 
important criteria being considered. JSWE believes that there is sufficient 
balance sheet headroom for the above expansion. 

 Renewables: JSWE believes that more RE will be added in the coming years. It 
does not expect a significant increase in thermal capacity from current levels. 
The company believes that the current bidding environment for RE has become 
more prudent. It is building capability within RE and has executed 11MW within 
group. It is planning for 400MW of renewables for group within the next 24-36 
months. 

 Ind-Barath Utkal: The plant has been shut-down for the past 2-3 years. It would 
take 12-24 months for both the units to operationalize. Expected investment 
(including own investment for capex) would be at INR30-32.5m/MW. PPA, 
though, has been in default and the company is under discussion with the TN 
DISCOM for its renewal. Coal linkage for the plant is from MCL mine, which is 
13km away. At current coal prices, fuel cost is INR1.28/kWh.  

 GMR Kamalanga: FSA is in place with mine 20-30km away. Fuel price is at 
INR1.55-1.6/kWh. The company is looking to earn normative returns. JSWE is 
hopeful of concluding the deal this financial year.  

 Barmer: Rajasthan is expected to invite bids for 1,200MW of PPA in which JSWE 
is looking to participate with supply from its lignite mines. 

 Hydro (Kutehr project): Haryana Power Purchase Centre has accepted the offer 
and filed the petition for approval with the Haryana Electricity Regulatory 
Commission. Estimated cost of the project is INR27b with timeline of 54months. 
Levelized tariff would be at INR4.5/kWh. INR2.7b has already been spent. 

 Receivables: Receivables have increased due to poor financial health of 
DISCOMs. 
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Exhibit 1: Generation and PLF 

  FY19 FY20 YoY QoQ 
    1Q 2Q 3Q 4Q 1Q 2Q % % 
Ratnagiri MU 2,032 1,559 1,969 1,793 1,954 1,781 14.2 -8.9 

Deemed PLF % 85.0 64.0 83.7 80.0 81.7 73.7   
Vijaynagar MU 960 905 1,002 649 662 701 -22.5 5.9 

Deemed PLF % 55.0 52.0 57.0 37.0 38.2 40.1   
Barmer MU 1,651 1,531 1,457 1,377 1,379 1,281 -16.3 -7.1 

Deemed PLF % 86.0 85.0 79.5 86.0 80.8 60.0   
Hydro MU 1,443 2,675 689 397 1,868 2,926 9.4 56.6 

Deemed PLF % 50.7 94.0 24.2 14.0 66.3 102.7   
Total  6,086 6,670 5,117 4,216 5,867 6,701 0.5 14.2 
 

Source: MOFSL, Company 

 
Exhibit 2: Key performance parameters 

  FY19 FY20 YoY QoQ 
    1Q 2Q 3Q 4Q 1Q 2Q % % 
Standalone          
Units MU 2,992 2,464 2,971 2,442 2,616 2,482 0.7 -5.1 
Realization INR/kWh 4.38 4.87 5.04 4.55 4.37 4.28 -12.0 -1.9 

Fuel cost INR/kWh 3.51 3.85 3.70 3.53 3.14 3.12 -18.9 -0.5 
Other cost INR/kWh 0.27 0.33 0.29 0.44 0.29 0.37 10.7 26.3 

EBITDA INR/kWh 0.61 0.69 1.05 0.58 0.94 0.80 16.1 -15.3 
EBITDA INR m 1,817 1,690 3,110 1,426 2,459 1,975 16.9 -19.7 
Barmer          
Units MU 1,651 1,531 1,457 1,377 1,379 1,281 -16.3 -7.1 
Realization INR/kWh 3.86 4.18 4.51 4.59 6.26 4.19 0.3 -33.0 
EBITDA INR/kWh 1.61 1.46 1.85 1.70 1.82 2.14 46.2 17.5 
EBITDA INR m 2,650 2,240 2,700 2,340 2,510 2,740 22.3 9.2 
Hydro          
Units MU 1,443 2,675 689 397 1,868 2,926 9.4 56.6 
Realization INR/kWh 2.54 2.03 2.96 3.30 2.09 1.77 -12.5 -15.0 
EBITDA INR/kWh 2.34 1.86 2.41 2.57 1.79 1.66 -11.0 -7.3 
EBITDA INR m 3,370 4,980 1,660 1,020 3,340 4,850 -2.6 45.2 
Consolidated          
Realization INR/kWh 3.88 3.64 4.73 4.56 4.11 3.16 -13.2 -23.1 
Fuel (ex-hydro) INR/kWh 2.99 3.33 3.27 3.12 3.42 2.60 -21.7 -23.8 
 

Source: Company, MOFSL 

 
Exhibit 3: JSWE’s portfolio of assets 

S.N. Asset Location Fuel Capacity LT. PPA (MW) Open PLF (%) 
    State Region   (MW) free PPA Total (MW) FY18 FY19 FY20E FY21E 
1 Vijaynagar K'taka SR Imp. coal 860 

 
316 316 544 53.3 50.5 65.0 70.0 

2 Ratnagiri Maha. WR Imp. coal 1,200 
 

873 873 328 64.0 76.3 81.5 85.0 
3 RajWest Raj. NR Lignite 1,080 

 
1,080 1,080 

 
72.5 71.0 80.0 80.0 

4 Baspa-II HP NR Hydro 300 36 264 300 
 

50.9 50.0 50.0 50.0 
5 K. Wangtoo HP NR Hydro 1,000 120 880 1,000 

 
52.2 52.0 51.0 51.0 

          4,440 156 3,413 3,569 872 56.1 56.6 62.1 63.9 
 

Source: MOFSL, Company 
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Exhibit 4: SOTP valuation 
  MW FY19 FY20E FY21E 

NPV of PPAs 3,569  164,565 157,525 
Merchant capacity 872  34,860 34,860 

Vijaynagar 544     
Ratnagiri 328     

Jaigarh Power Transco  4,300 4,300 4,300 
JSW Steel  15,408 15,408 15,408 
Total value   219,134 212,093 
Less: Net Debt   102,304 87,810 
Add: Advance to JSPL   3,310 3,310 
Equity value    124,283 
No. of shares (mn)    1,640 
Value per share (INR/sh)     76 
 

Source: MOFSL, Company 
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Financials and Valuations 
 

Income Statement                    (INR Million) 
 Y/E Mar 2014 2015 2016 2017 2018 2019 2020E 2021E 
Net Sales  87,054 93,802 98,245 82,634 80,490 91,376 87,618 96,298 
     Change (%) -2.6 7.8 4.7 -15.9 -2.6 13.5 -4.1 9.9 
EBITDA 32,514 36,234 40,261 33,244 27,625 28,531 30,097 31,184 
     EBITDA Margin (%) 37.3 38.6 41.0 40.2 34.3 31.2 34.3 32.4 
Depreciation 8,100 7,898 8,543 9,692 9,661 11,637 11,709 11,781 
EBIT 24,415 28,337 31,719 23,552 17,965 16,894 18,388 19,403 
                
Interest 12,059 11,375 14,981 16,848 14,559 11,924 10,804 9,521 
Other Income 2,022 2,301 2,351 2,170 4,650 3,680 2,500 2,460 
Extraordinary items -3,777 -342 1,500 0 -4,179 0 0 0 
PBT 10,600 18,921 20,589 8,875 3,876 8,650 10,084 12,342 
Tax 2,836 5,150 5,563 2,690 2,532 2,124 2,622 3,086 
     Tax Rate (%) 26.8 27.2 27.0 30.3 65.3 24.6 26.0 25.0 
Min. Int. & Assoc. Share 51 86 129 -65 69 -106 86 86 
Reported PAT 7,547 13,495 14,474 6,290 780 6,951 7,397 9,191 
Adjusted PAT 11,324 13,837 12,974 6,290 4,959 6,951 7,397 9,191 
     Change (%) 2.9 22.2 -6.2 -51.5 -21.2 40.2 6.4 24.3 

 
Balance Sheet                    (INR Million) 
 Y/E Mar 2014 2015 2016 2017 2018 2019 2020E 2021E 
Share Capital 16,401 16,401 16,268 16,280 16,401 16,409 16,409 16,409 
Reserves 49,311 58,780 80,773 87,405 94,697 101,814 105,254 110,490 
Net Worth 65,712 75,180 97,041 103,685 111,097 118,222 121,663 126,898 
Debt 114,643 105,127 166,607 158,803 136,452 119,225 108,225 92,225 
Deferred Tax 1,933 2,930 4,341 5,801 4,280 4,561 5,368 6,232 
Total Capital Employed 182,791 183,784 268,002 268,312 251,789 241,888 235,221 225,406 
Gross Fixed Assets 166,247 169,858 204,963 206,625 210,352 211,303 213,105 214,905 
Less: Acc Depreciation 30,006 38,047 8,443 18,167 27,977 39,456 51,165 62,946 
Net Fixed Assets 136,241 131,810 196,520 188,457 182,376 171,847 161,940 151,959 
Capital WIP 6,146 4,536 3,206 5,269 2,935 4,000 3,998 3,998 
Investments 2,535 2,327 9,369 13,599 20,782 21,083 21,083 21,083 
Current Assets 47,416 55,430 69,834 72,115 54,718 55,933 58,777 59,371 
     Inventory 4,158 5,483 6,358 5,967 5,355 4,547 6,241 6,860 
     Debtors 11,976 11,723 29,063 21,828 11,512 14,278 14,883 16,357 
     Cash & Bank 12,016 17,376 4,327 10,032 6,479 5,458 6,002 4,504 
     Loans & Adv, Others 19,266 20,849 30,086 34,288 31,372 31,650 31,650 31,650 
Curr Liabs & Provns 9,653 10,416 17,386 17,577 15,420 17,373 16,975 17,403 
     Curr. Liabilities 5,449 6,062 16,874 17,015 14,107 16,360 15,961 16,389 
     Provisions 4,204 4,353 513 562 1,313 1,014 1,014 1,014 
Net Current  Assets 37,763 45,014 52,448 54,538 39,298 38,560 41,802 41,968 
Total Assets 182,791 183,784 268,001 268,312 251,789 241,888 235,221 225,406 
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Financials and Valuations 
 

Ratios  
 Y/E Mar 2014 2015 2016 2017 2018 2019 2020E 2021E 
Basic (INR)         
EPS 6.9 8.4 7.9 3.8 3.0 4.2 4.5 5.6 
Cash EPS 11.8 13.3 13.1 9.7 8.9 11.3 11.6 12.8 
Book Value 40.1 45.8 59.2 63.2 67.7 72.1 74.2 77.4 
DPS 2.0 2.0 2.0 2.0 2.0 2.0 2.0 2.0 
Payout (incl. Div. Tax.) 29.0 23.7 25.3 52.1 66.1 47.2 44.3 35.7 
Valuation(x)         
P/E 8.6 14.1 8.8 18.3 23.2 16.6 15.6 12.5 
Cash P/E 5.0 9.0 5.3 7.2 7.9 6.2 6.0 5.5 
Price / Book Value 1.5 2.6 1.2 1.1 1.0 1.0 0.9 0.9 
EV/Sales 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 
EV/EBITDA 6.1 7.8 6.9 7.9 8.9 8.0 7.2 6.5 
Dividend Yield (%) 3.4 1.7 2.9 2.8 2.8 2.8 2.8 2.8 
Profitability Ratios (%)         
RoE 17.7 19.6 15.1 6.3 4.6 6.1 6.2 7.4 
RoCE 12.8 13.9 12.6 8.6 7.7 7.5 7.7 8.2 
          
Turnover Ratios (%)               
Asset Turnover (x) 0.5 0.5 0.4 0.3 0.3 0.4 0.4 0.4 
Debtors (No. of Days) 50.2 45.6 108.0 96.4 52.2 57.0 62.0 62.0 
Inventory (No. of Days) 17.4 21.3 23.6 26.4 24.3 18.2 26.0 26.0 
Leverage Ratios (%)         
Net Debt/Equity (x) 1.5 1.2 1.7 1.4 1.2 1.0 0.8 0.7 

 
Cash Flow Statement                   (INR Million) 
 Y/E Mar 2014 2015 2016 2017 2018 2019 2020E 2021E 
Adjusted EBITDA 32,514 36,234 40,261 33,244 27,625 28,531 30,097 31,184 
Non cash opr. exp (inc) -2,341 861 3,006 740 1,472 1,386 0 0 
(Inc)/Dec in Wkg. Cap. -4,894 1,322 -4,902 6,929 11,796 -3,266 -2,698 -1,665 
Tax Paid -2,588 -4,489 -2,989 -2,387 -1,556 -2,007 -1,815 -2,222 
Other operating activities 0 0 0 0 0 0 0 0 
CF from Op. Activity 22,691 33,929 35,376 38,526 39,338 24,644 25,583 27,298 
(Inc)/Dec in FA & CWIP -4,940 -6,772 -349 -3,715 -1,208 -2,335 -1,800 -1,800 
Free cash flows 17,751 27,156 35,027 34,811 38,131 22,310 23,783 25,498 
(Pur)/Sale of Invt 0 0 0 0 0 0 0 0 
Others 2,030 1,475 -31,852 -3,156 -2,008 1,844 2,500 2,460 
CF from Inv. Activity -2,910 -5,297 -32,201 -6,871 -3,216 -491 700 660 
Inc/(Dec) in Net Worth 0 0 0 62 733 51 0 0 
Inc / (Dec) in Debt -2,701 -8,124 2,768 -5,289 -24,906 -13,503 -11,000 -16,000 
Interest Paid -12,052 -11,328 -14,891 -16,796 -14,318 -11,453 -10,804 -9,521 
Divd Paid (incl Tax) & Others -3,838 -3,820 -4,102 -3,927 -1,185 -43 -3,936 -3,936 
CF from Fin. Activity -18,591 -23,272 -16,224 -25,949 -39,676 -24,948 -25,740 -29,457 
Inc/(Dec) in Cash 1,191 5,359 -13,049 5,706 -3,553 -794 544 -1,499 
Add: Opening Balance 10,825 12,016 17,376 4,327 10,032 6,479 5,458 6,002 
Closing Balance 12,016 17,376 4,327 10,033 6,479 5,685 6,002 4,504 
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