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Hits trump misses in power
firms’ $4.4-bn buying spree
AMRITHA PILLAY
Mumbai, 14September

I ndia’s top three private power pro-
ducers — Tata Power, Adani Power
and JSW Energy — combined

acquired assets worth more than
$4.4 billion in the past six years. While
debt remains a concern for two of the
three companies, they saw more hits
thanmisses in this acquisition spree.

“They were technically the only
three buyers with the capability to pick
up the assets that were available in the
power sector fire sale back then,” said
an industry executive who did not wish
to be identified. The executive said that
some assets were sold at half the price
of setting up a new plant.

Of the assets acquired, three of the
big ones were Adani Power’s $1 billion
acquisition of Lanco Infratech’s Udupi
power plant, JSW Energy picking up
two of Jaiprakash Power Ventures’
hydro assets at $1.56 billion, and
Tata Power buying Welspun Energy’s
renewable assets for $1.3 billion. All the
assets were profitable in FY20, accord-
ing to annual reports.

The acquisition spree, however, also
added to the debt burden of these com-
panies, whichwere already highly lever-
aged.TataPower’s total debt inFY14was
~40,173 crore, and it rose ~48,376 crore in
FY20. Similarly, Adani Power’s debt rose
from ~44,150 crore to ~55,123 crore in
FY20. JSW Energy has been an outlier,
with debt reducing to ~9,840 crore in
FY20 from ~10,106 crore in FY14.

“I would not attribute the debt rise
and debt problem of these companies to
the acquisition spree. These are com-
panies that are highly leveraged by
nature,” said apower sector analyst,who
did not wish to be identified.

In 2019, Tata Power through its joint
venture Resurgent Power Ventures
acquired a majority stake in Prayagraj
Power Generation.

That same year, Adani Power also
acquired coal-firedKorbaWest andGMR
Chhattisgarh Energy. Though, it is early
to comment on the financial improve-
ment of these entities, analysts remain
confident of an eventual turnaround.

The acquisitions have worked well,
said Venkataraman Renganathan, man-

agingdirector forAlvarez&Marsal India.
“The issue in most of these projects

was the capital structure, high leverage
and project costs. The sale allowed for a
re-pricing and the change in ownership
alsoopenedopportunities for restructur-
ing debt. This has helped make these
assets financially viable.”

Companies like Tata Power and JSW
Energyhave alsoused these acquisitions
to further their expansion strategy.

“The Jaypee hydro acquisition was
not cheap. However, those assets have
brought a balance to JSW Energy’s coal
portfolio in terms of a green source of
energy,” said an analyst.

Tata Power’s Welspun’s renewable
assets acquisitionwas seen as an expen-
sive one. However, it helped the com-
pany build a bigger green portfolio over-
night. “Tata Power bought the assets at
a time when there was less stress in the
system. The company may find the
same size of assets at cheaper valuation
now. It helped build the green portfo-
lio,” the analyst said.

Two of these three companies have
now decided to not invest in thermal
projects anymore. “In 2020,AdaniPower
seems to be the only buyer for thermal
assets. The grouphasmanaged toweave

a strategy around using cash flows of a
thermal asset to build a green portfolio,”
the analyst said.

Renganathan said: “There would be
a handful of sales, but not many. Covid
also hit the liquidity position.”

JSW Energy said in August that it
had called off talks to acquire GMR’s
Kamalanga Energy because of Covid.

In addition, India’s muted power
demand and its impact on merchant
power salesmight alsohamper thequick
turnaround of some recent acquisitions.

“One’s ability as an acquirer helps to
mitigate risks like low coal supply, lack
of funds etc, through a mix of working
capital support, reduction in borrowing
cost, support in PPA tie ups or selling
power in themerchantmarket.With the
deep haircut taken by lenders for these
assets and better management of
input costs, the acquirer can also sell
power generated at a lower rate,” said
Sudhir Kumar, associate director at
CARE Ratings. “Most of these buyers
bargain really hard, acquire very com-
petitively, and then turnaround assets
over a period of time. The larger ques-
tion is their ability to sell given India’s
subdued power demand with almost
zero power deficit.”

ISHITA AYAN DUTT
Kolkata, 14September

The country’s largest dry cell
batterymaker withmore than
50 per cent share — Eveready
Industries India—is seeingall
its units working full throttle
now. “All factories are opera-
tional and we are full out on
capacity in batteries,” said
Amritanshu Khaitan, manag-
ing director (MD), Eveready.
Thecompanyhasacapacityof
1.8 billionbatteries a year.

It has recorded one of its
bestquarterlyperformances in
theApril-Juneperiod.

This comes at a time when
it is strugglingwith debt at the
promoter level.

Evereadysawa234percent
increase in profit before tax
(PBT) to ~30.29 crore in the
April-June quarter even as
operating incomefell by 18per
cent to ~263.45. This is prima-
rilyduetoacompletestoppage
or disruption of economic
activityduringtheinitialphas-
es of the lockdown inApril.

“This is the best perform-
ance for Eveready in many
quarters in terms of operating
margins andwhat youare see-
ing is performance of two
months,”Khaitan said.

Price revision, strong
demand and implementation
of quality standards helped
prop up the company’s per-
formance. “About 10-15 per

centof themarket—thatused
to be dumped by China—has
come down to negligible
levels,”Khaitan added.

These were typically the
unorganised players and their
share is now flowing into the
organisedmarket.

Not just batteries, Ever-
eady’s flashlights business,
which iswholesale-drivenand
suffered inMarch-April, is see-
ing a surge indemand.

“In March and April, with
the wholesale mandis closed,
we could not move it into the
hinterland.Butwithmonsoons
arrivingandagrarianeconomy

picking up, we saw strong
demandinJune,”Khaitansaid.

Eveready has a 75 per cent
market share in the organised
flashlightmarketand70-75per
cent of its sales is rural and
semi urban-focused. In bat-
teries, the rural to urban sales
ratio is 50-50.

Theothersegment, lighting
and appliances, however, suf-
feredprolongedrestrictionson
trade of non-essential items
coupled with a weak demand.
But then, lighting is still look-
ingatanearningsbefore inter-
est, taxes, depreciation and
amortisation (Ebitda) break-

evenwhile the appliances seg-
ment is in loss.

However, what helped the
company’s performance was
the more profitable products
like battery and flashlights.
Ebitda margins in batteries is
at 23-24 per cent while that of
flashlights is 18 per cent.

Cost-saving measures like
mergingdistributionnetworks
of lighting and appliance seg-
ments were also undertaken.
This helped boost margins.
“We have managed to reduce
losses inthelightingandappli-
ance segment,” said Khaitan.

But even as Eveready’s
financial performance is
improving, issues at the hold-
ing company level remained.

Promoter holding has hit a
nadir in both Eveready and
McLeodRussel, after IndusInd
Bank invoked pledged shares
in the firms by 7.82 per cent
and7.50percent, respectively.

As a consequence, the
Khaitan family holding in
EvereadyandMcLeodstandat
7.25percentand18.32percent,
respectively. Continuous sell-
ingofpledgedsharesby finan-
ciers has brought down pro-
moterholding in the two firms
over thepastyearandahalf. In
June2019,promoterholdingin
Eveready stood at 42.17 per
cent and in McLeod it was at
31.02per cent.
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Despitepandemic,Eveready
operationsrunatfullcapacity

AcquisitionsbyTataPower,AdaniPower&JSWEnergywereprofitableinFY20
“FOREVEREADY,THIS ISTHE
BESTPERFORMANCEIN
MANYQUARTERSINTERMS
OFOPERATINGMARGINS
ANDWHATYOUARESEEING
ISPERFORMANCEOF
ONLYTWOMONTHS”
AMRITANSHU KHAITAN,
Managing director, Eveready

Q1 ‘19-20 Q1 ‘20-21

Operating income (~ crore) 321.04 263.45

Operating Ebitda (%) 7.70 15.00

Profit before tax (~ crore) 9.07 30.29

Net profit (~ crore) 6.85 23.61

CHARGED UP
EvereadyJunequarterperformance

Announced on Buyer Asset Value ($ million)

Nov ‘14 JSW Energy Jaypee Power hydro assets 1,569.96
Jun ‘16 Tata Power Welspun Energy’s renewables assets 1,376.49
Aug ‘14 Adani Power Lanco Infratech’s Udupi plant 1,031.15
Aug ‘19 Adani Power GMR Chhattisgarh Energy 509.54
2019 Adani Power Korba West Power N/A

Total 4,487.14
Sources: Bloomberg, Company announcements
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McLeodRussel India, thebulk
tea producer of Williamson
Magor group, posted consoli-
dated pre-tax loss before
exceptional items of ~94.90
crore in the June quarter, bec-
sue of crop loss and nation-
wide lockdown to contain the
Covid-19 pandemic.

Inthesameperiodlastyear,
pre-tax loss before exceptional

itemswas at ~101.56 crore.
Total incomeforthequarter

was at ~196.40 crore, down by
28percent,whilenet lossstood
at ~90.52 crore as against a loss
of~11.64croreinthecorrespon-
dingperiodof last year.

Tea prices surged on
account of supply mismatch
and was expected to reflect in
thenext twoquarters.McLeod
said though the operational
performance had improved
over the period, the financial

positioncontinuedtobeunder
stress. Itcontinuedtofacechal-
lengeswiththeinter-corporate
deposits (ICDs). The
company’s notes to
accounts mentioned
that ICDs given to var-
ious group companies
to provide them funds
forstrategic reasons for
meeting their various obliga-
tions along with interest were
outstanding as ondate.

Thesehaveresulted inmis-

match of McLeod’s current
resources vis-a-vis its commit-
ments and obligations and

liquidity constraints,
causing hardship in
servicing the short-
term and long-term
debts and meeting
other obligations, it
said. Auditors, too,

flagged ICDs aggregating
~2,868.81 crore as of June 30
andmentioned that theywere
doubtful of recovery.

McLeodRussel clocks lossof~94.9cr

Total income
of the firm
in Q1 was at
~196.40 cr,
down by 28%
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EXTRACT OF UNAUDITED STANDALONE FINANCIAL RESULTS FOR

THE QUARTER ENDED ON 30.06.2020 (Rs. in Lakh)
Quarter
ended on
30.06.2020
Unaudited

Quarter
ended on
31.03.2020
Audited

Quarter
ended on
30.06.2020
Unaudited

Particulars
Sr.
No.

1. Total income from operations (net) 4112.51 4513.52 5084.43
2. Net Profit / (Loss) from ordinary activities after tax -306.12 1249.33 -567.75
3. Net Profit / (Loss) for the period after tax -305.58 1251.97 -567.75

(after Extraordinary items)
4. Other Comprehensive income 1.53 -9.72 -1.30
5. Net Profit/ Loss -304.05 1242.25 -569.05
6. Equity Share Capital 646.11 646.11 646.11
7. Reserves (excluding Revaluation - -1754.72 -

Reserve as shown in the Balance
Sheet of previous year)

8. Earnings Per Share
(before extraordinary items)
(face value of Rs. 10/- each)
Basic : -4.71 19.23 -8.81
Diluted: -4.71 19.23 -8.81

9. Earnings Per Share
(after extraordinary items)
(face value of Rs. 10/- each)
Basic : -4.71 19.23 -8.81
Diluted : -4.71 19.23 -8.81

Note :
1. The above is an extract of the detailed format of quarterly financial results filed with the stock

exchanges under regulation 33 of the SEBI (Listing Obligations and Disclosures
Requirement) Regulation, 2015. The full format of the quarterly financial results is available on
the website of BSE Limited and the website of the company (www.oswaloverseasltd.com).

2. Sugar Industry is a seasonal industry where crushing normally takes place during the
period between November and April, while sales are distributed throughout the year. The
performances of the company vary from quarter to quarter.

3. The above results have been reviewed by the Audit Committee and approved by the Board
of Directors at their meeting held on September 14, 2020.

For Oswal Overseas Limited
Sd/-

Paramjeet Singh
(Managing Director)
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