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S Venkatesh 	4,n 
Company Secretary — 
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Sakthi Finance 
Since 1955 
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31st January 2020 

BSE Limited 
(Scrip Code: 511066) 
Floor 25, P 3 Towers 
Dalai Street, Fort 
Mumbai — 400 001  

On-line submission through Listing Centre 

Dear Sir / Madam, 

Preferential Issue - Price of Equity Shares 

In continuation of letter no. SFL:BSE:226:2019-20 dated 30th January 2020, we enclose a copy 
of the valuation report obtained from the Registered Valuer, Ms Rashmi Shah FCA (Registered 
Valuer with IBBI Registration No. IBBI/RV/06/2018/10240), Mumbai, for the determination of the 
issue price of the Equity Shares to be made on Preferential Basis to Promoter Group Companies 
and Other Corporate Body. 

A copy of Valuation Report is also being made available on the website of the Company, 
www.sakthifinance.com. 

We request you to take the document on record. 

Yours faithfully 
For Sakthi Finance Limited 

Sakthi Finance Limited 

62, Dr. Nanjappa Road, Coimbatore -641 018, Tamilnadu, India. 

Ph: (0422) 2231471 - 474, 4236200 Fax: (0422) 2231915 I www.sakthifinance.com  I  CIN : L6S910TZ19SSPLC00014S 



Determination of fair value of 
equity shares of Sakthi Finance 
Limited under Section 62 of the 
Companies Act, 2013 and 
Regulation 165 of the Securities 
and Exchange Board of India 
(Issue of Capital and Disclosure 
Requirements) Regulations, 2018 

Rashami Shah FCA 
Registered Valuer with 11581 Registration No.: IRRI/Rtgati/mattiflo240 
For R V Shalt & Associates 
Chartered Accountants 
SP. 	%Sing. lb. Staled bultueritai /state, Malec! West,Mumbal - 4(10 064 
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Pate valuation of l!gusity Sharps IVAlukthl Minium Littateit 

Kind Attn: 
lite Directors 
Sakthi Finance Limited 
62, Dr. Nartjappa Road 
Coi mhatore 64101H 
Tamil Nadu 

Sub: Determination of fair value of Equity Shares proposed to be issued by 
Sakthi Finance Limited 

Sakthi Finance Limited (hereinafter referred to is "SFr or "the Company") intends to raise 
capital by issuing Equity Shares to certain investors. 

In this regard, Rashmi Shah FCA, Registered Valuer with 11313I Registration No. 
IIIIII/RV/06/2018/1o24o ('RVS') has been appointed by the Management of Sakthi Finance 
Limited (*the Management') to report on the fair valuation of Equity Shares of Sakthi Finance 
Limited as required under Section 62 of the Companies Act, 2013 and Regulation i65 of the 
Securities and Exchange Board of India (Issue of Capital and Disclosure Requirements) 
Regulations, 2038 ("SEBI (ICDR) Regulations, 20 t 8"). 

The valuation date is 30* inutility 2020 (*Valuation Date'). 

On the basis of our analysis discussed under 'Valuation Analysis' section, the fair value per 
Equity Share is Rs. th.96/-. Please find enclosed a narrative report detailing our 
recommendation of value, the methodology employed and the assumptions used in our 
analysis. 

You have continued to us that you have provided us with all the relevant information, 
knowledge, supporting documents and confirmations completely and correctly and that no 
material information has been concealed or withheld or misrepresented by you and that you 
have checked to ensure that there are no factual errors in this report. It is our understanding 
that the results of our valuation will be used by management for compliance with specified 
sections of the Companies Act, 2013 and SF.BI  (ICDR) Guidelines 2018 only. If you have any 
questions or require additional information, please do feel free to contact us. 

Respectfully submitted 
0 	DO/ 

/CETNO.. 
SPRY/ 
01;1112/ 
1240 g 

Rashmi Shah FC.41 	4--ZkEt0' 
Registered Valuer with MIR Registration No.: I13BI/RV/o6/2018/1o2110 
lt V Shah & A.ssociates 
Chartered Accountants 
ICAI Membership No.: 123478 
ERN 133958W 
Place Mumbai 
Date. 30 January 2020 
ICA! UDIN: 20123478AAAAAI4606 
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Fafr valuation of Equity Shares of Saktht Finance Limited 

En&ageinent Background and Corporate Overview  

Sakthi Finance Limited ("SR," / "Company"). SR, is a registered Non-Banking 
Financial Company (-NM") in commercial vehicle financing segment primarily in 
Southern India. 

Sakthi Finance Limited ("SFr) was incorporated in the year 1955 and has a track 
record of nearly four decades in commercial vehicle financing segment. SR. is 
registered with RBI, Department of Non-Banking Supervision, Chennai, as a deposit 
taking NBFC to carry on asset financing activities under section 45-IA of the Reserve 
Bank of India Act, 1934. SFI, is a part of "Sakthi Group" of companies based in 
Coimbatore, South India, a reputed and well-known Industrial conglomerate having 
major presence in sugar, industrial alcohol, automobile distribution, auto 
components, dairy, co-generation, wind energy and transportation. 

SFL is an asset finance company with primary focus on financing pre-owned 
commercial vehicles. SEL also provides finance for purchasing infrastructure 
construction equipment, multi-utility vehicles, cars, jeeps and other machinery. The 
finances provided are secured by lien on the assets financed. SFL's target customers 
predominantly comprise Small / Medium Road Transport Operators (SRTOs / 
NIRT0s) and primarily hail from rural / semi-urban area. The SRTOs / MRTOs looks 
for speedy disposal of finance at competitive rates. SFL has network of 47 branches, 
located in Tamil Nadu, Kerala, Andhra Pradesh, Karnataka, Maharashtra, Haryana 
and Union Territory of Ptiducherry. 

In addition to finance business, it generates power from windmills and sells the same 
to Tamil Nadu Electricity Board and Gujarat UrjaVikas Nigam Limited. At present, it 
has 17 windmills with an aggregate capacity of 5,150 kW located in the States of Tamil 
Nadu and Gujarat. As on March 31, 2019, it has Assets Under Management (AUM) 
(i.e. Stock on Hire) of Rs. 93,525.21 lakh. The shareholding pattern of the Company 
as of the Valuation Date is as below: 

Name of Shareholder No. of shares 
held 

% shareholding 

(A) Promoter & Promoter Group 3,21,07,125 64.21 

(B) Public 1,78,92,875 35.79 
_, 

Grand Total 5,00,00,000 too.00 



Fair valuation of Equity Shares of-Satoh' Finances Limited 

Sakthi Finance Limited (hereinafter referred to as "SFL" or "the Company") intends 
to raise capital by issuing Equity Shares to certain investors. The equity shares of the 
Company are listed on the Bombay Stock Exchange and the National Stock Exchange. 
The equity shares of the Company are not frequently traded as per the SF.BI  (ICDR) 
Regulations. 20t8. 

In this regard. Rashmi Shah FCA. Registered Valuer with I1181 Registration No. 
IBM/RV/06/2018/10240 (RVS') has been appointed by the Management of Sakthi 
Finance Limited ("the Management") to report on the fair valuation of Equity Shares 
of Sakthi Finance Limited as required under Section 62 of the Companies Act, 2013 
and regulation 165 of the Securities and Exchange Board of India (Issue of Capital 
and Disclosure Requirements) Regulations, 2018. 

The valuation date is 30th January 2020, 
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	 Fair valuation at Equity Shares eV:Cahill! Pittance Limited  

Valuation Conclusion 

The fair value per Equity Share of Sakthi Finance Limited is determined to be Rs. 
16.96/- based on the weighted average value of Market Price method, Comparable 
Companies Multiple (CCM) method and Net Asset Value (NAV) method. 

Kindly refer detailed analysis in 'Valuation Analysis' section of this report. 

Our valuation analysis is based on the financial and other information as provided to 
us by the Management as of the Valuation Date. Management has provided us with 
financials for the year ended 314 March 2019 and has confirmed that there are no 
material changes between the financial position as of the valuation date and tlw 
balance sheet provided to us, so as to materially impact our value recommendation. 

Valuation Report Page 6 



Pair valuation of Equity Shares qf Sakthi finance limited 

Valuation Analysis 

Valuation Recommendation 

For the purpose of the present valuation exercise, we have assigned different weight 
to value so derived under various methods and arrived at the fair value of equity 
share. Considering the above analysis of each method, we have considered the 
Comparable Company Method for valuation of the company as the most appropriate 
method for valuation of equity shares of the Company and have assigned more weight 

las against Net Assets Value and Market Price Method. 
— 

, Valuation Methodology Value per share (Rs.) Weight (%) 

Market Price method 15.43 10% 

Net Asset Value method 23.49 10% 

Comparable 	Companies' 
Multiple method 16.33 80% 

: Average value per share 16.96 

Value per equity share using Market Price method 

The market price of a share as quoted on a stock exchange is normally considered as 
the fair value of the shares of that company where such quotations are arising from 
the shares being regularly and freely traded in, subject to the element of speculative 
support that may be inbuilt in the value of the shares. 

In the present case, since the traded turnover of shares is low, we have taken the 
weighted average closing price of one year (February 1, 2019 till January 28, 2020) of 
the Company from the Bombay Stock Exchange and arrived at a price of Rs. 15.43 per 
share. 

Valuation Report Page 7 
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Value per equity share using Net Asset Value method 

The asset-based valuation method is based on the value per share of the underlying 
net assets and liabilities of the Company, either on a book value basis or replacement 
cost basis. This valuation approach is used in cases where the firm is to be liquidated 
i.e. it does not meet the 'going concern' criterion or is used in case where the asset 
base dominates earnings capacity. 

In the circumstances and keeping in mind that the present valuation of the Company 
is on a going concern basis, and the value of the Company is driven more by the 
potential to generate cash flows in the future than its underlying assets, therefore, the 
value arrived at under this method is of little relevance as compared to the value 
under other methods discussed in this report. 

— 
: 

Particulars 
, 

Value 

Equity Capital (INR Crores) 50,00 

I Add: Reserves and Surplus (INR Crores) 112.18 

:. Less: Revaluation Reserve (INR Crores) 17.36 

: Less: Net NPA (INR Crores) 27.37 
ir 
i Adjusted Net Worth (INR Crores) 117.45 
; 	, 
) No. of Shares 0/s (Crores) 5.00 

IValue per Share (Rs.) 23•49 
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Value per equity share using Comparable Companies Multiple method 
, 	 -------------- 
The Comparable Companies Multiple Method arrives at the value of the company by 
using multiples derived from valuations of comparable companies, as manifest 
through stock market valuations of listed companies. This valuation is based on the 
principle that market valuations, taking place between informed buyers and informed 
sellers, incorporate all factors relevant to valuation. Relevant multiples need to be 
chosen carefully and adjusted for differences, such as growth potential, past track 
record, size, company dynamics, etc. 

For valuation of Banks and NIWCs, Market Price to Book Value or Adjusted Book 
Value multiple and Price to Earnings Multiple of the comparable listed companies are 
used. In the present scenario, we have identified similar companies listed on 
recognized Stock Exchanges, multiple of which are applied to determine the value of 
equity shares of the Company. 

1. 

Company 
lararnue 

tINR 
PAT 
I INR 

Donk 
Vain, 
(1NR 

tie 
SPA 
(R11 

R Adj. Rook 
Woe (Rs 

Markel 
Cap (INR 

Prxx / 
ttps  pri„ i ROE (%) 

Owes) Ctorrs) 
ewer) Oval 

Crum) Owes) Hook 
Yalu. 

TraoRtar Cispeud 
: Panama. liamtled 

1,177 I, 233,00 1029.89 164.21 2.863 a 1.745.24 684 a 061 a 11.42% 

i (j1(.1"P'g iinalwv  
Liiialite.1 

1.„7 66 171.36 (.254 oo 7378 1,180.22 848 96 495% 072% ' 1167% r  a liouatog t damn  
I Imn ',A 

,484 60 97I29 4.003-36 278.44 13.744.92 8360.43 8 33 a 059* 6.99% 

1  :calms m City 1:naoil 
,  19n4rwr 5:111.30 979 74 (1,814.02 1452-94 10,361.08 9.24000  943*  0 AO 2  4- 29% 

i FTC !oda+ Fusaoraal 
• Neraloom Landed 

1_336.31 151E53 2.066,55 401-46  1.665.09 882 50  5. 86 11  05.3% 7,28% 

r- 	Average 7.09 x 0.67 2 8.93% 

Valuation based on Price to Book Value multiple 

I Particulars 
'. 

Adjusted Price to 
Book Value 

i Public Companies Multiple , 0.67 x 
! Adjusted Book Value of SFL (INR Crores) 117._45_, 

Equity Value of SFL (1NR Crores) 7.1.;_1•51_, 
I No. of Shares Ois (Crores) 500 
I Value per Share (Rs.)  

Valuation Based on Price to Earnings Multiple 

Particulars 
— 

Price to Earnings 
Multiple 

1  Public Companies Multiple 7.09,c 
PAT of WI. (1NR Crore,$) 11.96 
Equity Value of SFL,(INR Crores) — 847fi 

5.00 I No. of Shares OLs (Crores) 
r-Value )er Share (Rs.) 16.95 
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, 
Weighted Average Value under Comparable Companies Multiple 
Method 

... 	 , - 

Particulars 
Adjusted 

Price to Book 
Value 

Price to 
Earnings 
Multiple ____ 

Value per Share (Rs.) 15-71  16.85_ _ 
, Weightage Given 50% 50% 
' Weighted Average Value Per Share (Rs.) 16.3; 

Value per equity share using Discounted Cash Flows method 

The Discounted Cash Flow (DCF) Method values the Company by discounting its free 
cash flows during the explicit forecast period and the perpetuity value thereafter. The 
free cash flows represent the cash available for distribution to both the owners and 
the creditors of the company. The free cash flows are discounted by Weighted 
Average Cost of Capital (WACC). The WACC represents the returns expected by the 
investors of both debt and equity, weighted for their relative funding in the entity. 
The present value of the free cash flows during the expHcit period and the perpetuity 
value indicate the value of the company. 

The DCF method uses the future free cash flows of the firm / equity holders 
discounted by the cost of capital to arrive at the present value. In general, the DCF 
method is a strong and widely accepted valuation tool, as it concentrates on cash 
generation potential of a business. However, for Banks and NBFCs pose special 
challenges to value them on Discounted Cash Flow, for three reasons. The first is that 
the nature of their businesses makes it difficult to define both debt and reinvestment, 
making the estimation of cash flows much more difficult. The second is that these 
firms tend to be heavily regulated and changes in regulatory requirements can have a 
significant effect on value. The third is that the accounting rules that govern 
accounting for financial services firms have historically been very different from the 
accounting rules for other firms, with assets being marked to market more frequently. 

We have therefore not considered DCF method for the said valuation purpose. 
, 
Valuation Conclusion 

In light of the above and on consideration of all the relevant factors and 
circumstances as discussed and outlined in this report, we have estimated the fair 
equity value of SFL is Rs. 16.96/- per share. 
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Limiting Conditions . 	. 

o The valuation is based on information provided to us by the Management, 
Valuation analysis and results an. specific to the purpose of valuation 
mentioned in this report as per agreed terms of our engagement. It may not 
he valid for any other purpose or after material time-lag from the valuation 
date. Also, it may not be valid if done on behalf of any other entity. 

O Provision of valuation opinions and consideration of the issues described 
herein are areas of our regular valuation practice. The services do not 
represent accounting, assurance, accounting / tax due diligence, consulting 
or tax related services that may otherwise be provided by us or our 
affiliates. 

O The valuation report was prepared for the purpose of complying with 
specified provisions and the stated Valuation Purpose and is for the 
confidential use of the Client only. Its suitability and applicability of any 
other use has not been checked by us. Neither the valuation report nor its 
contents may be disclosed to any third party or referred to or quoted in any 
registration statement, prospectus, offering memorandum, annual report, 
any public communication, loan agreement or other agreement or 
document given to third parties without our prior written consent. We 
retain the right to deny permission for the same. 

o In accordance with the customary approach adopted in valuation exercises, 
we have not audited, reviewed or otherwise investigated the historical 
financial information provided to us. Accordingly, we do not express an 
opinion or offer any form of assurance regarding the truth and fairness of 
the financial position as indicated in the financial statements. 

o We have been given to understand by the Management that it has made 
sure that no relevant and material factors have been omitted or concealed 
or given inaccurately by people assigned to provide information and 
clarifications to us for this exercise and that it has checked the relevance or 
materiality of any specific information to the present exercise with us in 
case of any doubt. We have assumed that the information provided to us 
presents a fair image of the valuation subject's activities and the assets 
being valued at the Valuation Date. Therefore, we will accept no 
responsibility for any error or omission in the Report arising from incorrect 
or incomplete information provided by the Management. Also, we assume 
no responsibility for technical information furnished by the Management 
and believed to be reliable. We may however in no way be held responsible 
for completeness, accuracy, etc. for the data provided to us. 

Valuation Report 



Fair  robsation of Equity Shares a/Sakthi Finance Limited 

o The Report assumes that the Company complies fully with relevant laws 
and regulations applicable in all its was of operations unless otherwise 
stated, and that it will be managed in a competent and responsible manner. 
Further, except as specifically stated to the contrary, this valuation report 
has given no consideration to the following matters - 

• Matters of a legal nature, including issues of legal title and 
compliance with local laws, and 

• Litigation and other contingent liabilities that are not recorded in the 
audited/unaudited balance sheet of the Company. 

o The valuation analysis and result are governed by concept of materiality. 

o The opinion(s) rendered in the Report only represent the opinion(s) based 
upon information furnished by you and others on your behalf and other 
sources and the said opinion(s) shall be considered advisory in nature. Our 
opinion is however not for advising anybody to take buy or sell decision, for 
which specific opinion needs to be taken from expert advisors. 

o The fee for the Report is not contingent upon the results reported. 
o We owe responsibility to only to the directors of the company who have 

retained us and nobody else. 

o We do not accept any liability to any third party in relation to the issue of 
this valuation report. 

o The Report is not for anybody to make any investment into the valuation 
subject nor meant to assist anybody for any transaction purpose (for which 
expert opinion needs to be obtained) nor as to how the voting should be 
conducted in any meeting. The Report is purely for compliance with 
requirements of as mentioned in this report. This report has been prepared 
for a very specific purpose. Thus, this valuation report cannot be used for 
any other purpose apart from what is mentioned herein. 

o We will not be held responsible to anybody in relation to this report. We 
understand that the contents of the report have been reviewed in detail 
before we issued the final signed report. 

o We are not responsible to update this report subsequent to the date 
mentioned in this report because of any material event or any event that 
could have a bearing on our valuation analysis. 

Valuation Report Page 12 



Fair raw Han  of Equity Shares IfSakthi Finance limited 

Sources of Information 

The following sources of information have been obtained from the 
Management of Sakthi Finance Limited and utilized in conducting the 
valuation: 

o Discussions with the Management 

o Audited Financial Statements of as on March 31, 2018 and March 31, 2019. 

o Audited Financial Statements of the Comparable Compaaiies as on March 
31, 2019 available from Bombay Stock Exchange. 

o Publicly Available Information 

In addition to the above, we have also obtained such other information and 
explanations from the Management as considered relevant for the purpose of 
the valuation. 

It may be mentioned that the Management has been provided with an 
opportunity to review factual information in our report as part of our standard 
practice to ensure that factual inaccuracies/omissions/etc. are avoided in our 
final signed report. 
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