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Reiterate Buy 
PTC Financial Services’ (PFS) IPO price band is inline with 
our fair value assumption of Rs25/share, and thus we 
maintain our FY12E target price of Rs160/share for PTC 
India. We believe the fundamental value drivers for the 
power trading business are intact in the long run. PTC 
India’s power trading business is valued at 9x FY13E P/E,
giving us a fair value of Rs68/share. Currently, the stock is 
trading at Rs82/share which is less than the combined 
value of the power trading business and Rs40/share of 
cash in the books. Besides this the company’s strategic 
investments, which include its stake in PFS and power 
tolling projects, are valued at Rs75/share.  

 PFS IPO: PFS is offering 156.7mn shares through IPO at a 
price band of Rs26-28/share. This includes issue of 
127.5mn fresh equity shares. Post the issue, PTC’s 
holding in PFS will come down from 77.8% to 60%.  

 About PFS: PFS is engaged into the business of funding 
power projects, both through equity and debt, and plans 
to expand its presence by investing in other verticals of
energy sector. Currently, PFS has equity investment 
commitments of Rs5,641mn, of which definitive 
agreements Rs4,828mn have been entered into. On the 
debt front, the company has sanctioned Rs22,567mn, 
against which definitive agreements for Rs11,198mn 
have been entered into. 

 PTC India SOTP value unchanged We valued PFS at 
1.5x BV, thus contributing Rs25/share to PTC’s SOTP. At 
the IPO price band, PTC India’s investment in PFS comes 
at Rs8,768-9,443mn, translating into per share value of 
Rs30-32/share. Factoring in a 25% holding company 
discount, the effective value of PFS is inline with the fair 
value we assigned to the investment and thus maintain 
our FY12E target price of Rs160. 

 Fundamentals intact; Reiterate buy: Despite the sharp 
correction in PTC’s price, our view on the value drivers 
for PTC remains intact. We expect 51% CAGR in volumes 
to 145.4BU in FY15E, as PPA tied up capacity gets 
operational. The commissioning of PPA tied up capacity 
will increase the share of long-term volumes from 38% in 
FY10 to 85% in FY15E. Thus, PTC’s power trading margin 
will improve from ~4.5paise/unit to ~5.8paisa/unit in the 
long-run. With PFS valued in line with our fair value 
estimate, we maintain buy on the stock with no change 
in our target price of Rs160. 
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Price Performance (%) 

 1M 6M 1Yr

PTCIN 8.4 (15.8) (7.6)

NIFTY 0.5 (5.4) 6.0 
Source: Bloomberg, Centrum Research 
*as on 16 March 2011 
 

 
Y/E Mar (Rsmn) Rev YoY (%) EBITDA EBITDA (%) Adj PAT YoY (%) BVPS RoE (%) RoCE (%) P/BV (x) P/E (x)

FY09 63,585  67.6 225  0.4 908 87.2 67.6 6.0  6.0  1.2 20.5 

FY10E 76,807  20.8 653  0.9 940 3.6 71.3 5.2  5.2  1.1 25.6 

FY11E 94,923  23.6 949  1.0 1,323 40.6 73.7 6.2  6.3  1.1 18.2 

FY12E 141,623  49.2 1,549  1.1 1,553 17.4 76.5 7.0  7.1  1.1 15.5 

FY13E 239,575  69.2 3297.2  1.4 2737.7 76.3 81.5 11.8  11.8  1.0 8.8 

Source: Company, Centrum Research Estimates 
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PFS’ IPO update 
About the issue: PFS is offering 156.7mn shares through the IPO, which includes 29.2mn shares 
for sale from Macquarie India Holdings Pvt Ltd and issue of 127.5mn fresh equity shares. The IPO 
price band has been fixed at Rs26-28/share. PFS would raise Rs3,315-3570mn through the issue 
Post the issue, the share holding of PFS’ three shareholders -- PTC India, Macquarie India and 
Goldman Sach Investment -- will come down from 77.8%, 11.2% and 11.2% to 60%, 3.46% and 
8.66%, respectively. The issue is open for subscription from 16 March 2011 to 18 March 2011. 

About PFS: PFS is engaged into the business of funding power projects, both through equity and 
debt. Going forward, the company plans to expand its presence by investing in other verticals of 
energy sector. Currently, the company has equity investment commitments of Rs5,641mn 
(3,221MW of power generation capacity) of which definitive agreements Rs4,828mn (power 
generation capacity of 2,621MW) have been entered into. On the debt front, the company has 
sanctioned Rs22,567mn (power generation capacity of 8,928MW), against which definitive 
agreements for Rs11,198mn (8,283MW of power generation capacity) have been entered into.  

Exhibit 1: PFS’ principal equity investments 

Project Name 
Capacity 

(MW) Shareholding (%)
Equity Commitment 

(Rs mn)

East Cost Energy Pvt Ltd 1,320 13.9 1,333.9
Ind Bharat Energy (Utkal) Ltd 700 20.6 1,050
Meenakshi Energy Pvt Ltd 900 20.4 996.8
Ind Bharat Energy Powergencom Ltd 189 26.0 556.3
Indian Energy Exchange NA 21.1 69.4
RS India Wind Energy Ltd. Wind Farm 99.5 37.0 539.6
RS India Wind Energy Ltd. WTG Manufacturing Facility NA 37.0 73.7
RS India Wind Energy Ltd. Solar Farm 3 37.0 97.7
Varam Bio Energy Pvt Ltd 10 26.0 43.9
PTC Bermaco Green Energy Systems Ltd NA 26.0 13.8

Source:Company 

Exhibit 2: Debt financing commitments of PFS 

Project Name 
Capacity 

(MW)
Debt Commitment 

(Rs mn)
Debt Disbursed 

(Rs mn)

Thermal Powertech Corp India 1,320 1,200.0 1,000.0
Konaseema Gas Power Ltd. 445 1,000.0 1,000.0
Athena Chattisgarh Power Ltd. 1,200 900.0 900.0
Surana Power Ltd. 420 1,200.0 800.0
I Comm Tele Ltd. NA 600.0 528.4
Bajaj Energy Pvt Ltd. 450 750.0 437.9
Jhajjar Power Ltd. 1,320 318.7 318.7
OCL India Ltd. 54 391.7 300.0
Amreli Power Projects Ltd. 10 172.5 160.6
AA Energy Ltd. 10 162.5 159.1

Source: Company 

Analyst meet – Key takeaways 

 Though currently PFC is into equity and debt funding of power projects, going forward, it 
plans to spread into other verticals of energy sector 

 PFS was granted infrastructure finance company status in Aug 2010. This enables to company 
to lend up to 25% of owned funds to a single infrastructure developer and raise money 
through ECB up to 50% of its net-worth through the direct route 

 Though PFS’ NIMs have come down from 17.2% in FY 09 to 7.52% for the 9 month period of 
FY11, they are still higher than the industry average of ~3%. This is because PFS is able to raise 
money through short-term market and other cheaper routes like ECBs. However, at the same 
time the company is maintaining a zero asset-liability mismatch  
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IPO price band inline with our SOTP valuation 
We have valued PFS at 1.5x BV, thus contributing Rs25/share to PTC’s SOTP. At the IPO price band, 
PTC’s investment in PFS comes at Rs8,768-9,443mn, translating into per share value of Rs30-
32/share of PTC. Considering a 25% holding company discount, the effective value of PFS is inline 
with the fair value we have assigned. 

Reiterate Buy as fundamentals remain intact  
Despite the sharp correction in PTC’s price, our view on the value drivers for PTC remains intact. 
The company has signed PPA for ~14,500MWof generation capacity, which is expected to get 
operational in phases through FY15E. Thus, we expect PTC’s volume to grow at a 5year CAGR of 
51% to 145.4BU in FY15E, as this PPA tied up capacity gets commissioned. Commissioning of PPA 
based capacity will increase the proportion of long-term volumes in total volumes from 38% in 
FY10 to 85% in FY15E and thus will fetch PTC improved power trading margin of ~5.8paisa/unit in 
the long-run, form the current ~4.5paise/unit. For the given growth in volumes and improvement 
in trading margins, we value the trading business at 9xFY13E P/E giving us a fair value of 
Rs68/share. Currently the stock is trading at Rs82/share which is less than the combined value of 
the power trading business and Rs40/share of cash in the books of PTC.  Beyond this the 
company’s strategic investments, which includes PFS and power tolling projects of PTC, are 
valued at Rs75/share. We thus reiterate Buy on PTC with a price target of Rs160/share. 

Exhibit 3: PTC India SOTP valuation 

  Rs/Share 

Power trading business - P/E of 9x FY13 EPS of Rs7.3 65 

Cash & Equivalent 40 

PTC FS - 1.5x P/B 25 

PTC Tolling valued at 7xFY13E P/E 30 

 Total 160 

Source: Centrum Research Estimates 
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Financials 
Exhibit 4: Income statement 

Y/E March (Rsmn) FY09 FY10 FY11E FY12E FY13E

 Revenues  63,585 76,807 94,923 141,623 239,575 

 Growth in revenues (%)  67.6 20.8 23.6 49.2 69.2

 Purchase Cost  63,032 75,835 93,638 139,576 235,541 

 % of Revenue  99.1 98.7 98.6 98.6 98.3

 Personnel expenses  150 184 196 205 216 

 % of Sales  0.2 0.2 0.2 0.1 0.1 

 Other Expenses  178 135 140 292 521 

 % of Sales  0.3 0.2 0.1 0.2 0.2 

 EBITDA  225 653 949 1,549 3,297 

 EBITDA Margin  0.4 0.9 1.0 1.1 1.4 

 Depreciation  62 55 46 43 41 

 Other Income  972 720 959 803 842 

 PBIT  1,134 1,318 1,863 2,309 4,098 

 Interest expenses   - - 15 15 15 
 PBT before extra-ordinary 
items  1,134 1,318 1,848 2,294 4,083 

 Extra-ordinary income/ 
(expenses)  - - - - -

 PBT  1,134 1,318 1,848 2,294 4,083 

 Provision for tax  226 378 525 741 1,345 

 IT  180 382 544 741 1,345 

 FBT  2 1 - - -

 Deferred Tax  44 (5) (20) - -

 Effective tax rate  15.9 29.0 29.5 32.3 32.9 
 PAT before extra-ordinary 
items  908 940 1,323 1,553 2,738 

 Extra-ordinary income/ 
(expenses)  - - - - -

 Adjusted PAT   908 940 1,323 1,553 2,738 

 Growth in PAT (%)  87.2 3.6 40.6 17.4 76.3 

 PAT margin  1.4 1.2 1.4 1.1 1.1 

Source: Company, Centrum Research Estimates 
 
Exhibit 5: Balance Sheet 

Y/E March (Rsmn) FY09 FY10 FY11E FY12E FY13E

 Share Capital  2,274 2,945 2,945 2,945 2,945 

 Reserves  13,091 18,017 18,723 19,551 21,012 

 Shareholders' fund  15,365 20,962 21,668 22,497 23,958 

 Debt  - - - - -

 Deferred Tax Liability  95 90 70 70 70 

 Total Capital Employed  15,460 21,052 21,738 22,567 24,027 

 

 Gross Block  604 610 615 620 626 

 Less: Accumulated depre.  138 192 238 281 323 

 Net Block  466 417 377 339 303 

 Capital WIP  10 9 9 9 9 

 Total Fixed Assets  475 426 385 348 312 

 Investments  7,994 8,760 19,236 18,973 18,786 

 Inventories  - - - - -

 Debtors  3,546 5,310 5,819 8,693 14,711 

 Other Current Assets  11 76 76 76 76 

 Cash and bank balances  6,256 9,944 805 1,202 2,034 

 Loans and Advances  183 436 480 528 581 

 Total current assets  9,995 15,766 7,179 10,499 17,401
 Current liabilities and 
provisions  3,005 3,899 5,062 7,252 12,471

 Net current assets  6,990 11,867 2,117 3,246 4,930

 Misc. Expenditure  - - - - -

 Total Assets  15,460 21,053 21,739 22,568 24,029

Source: Company, Centrum Research Estimates 

Exhibit 6:Cash flow 
Y/E March (Rsmn) FY09 FY10 FY11E FY12E FY13E

 CF from operations  

 Profit before tax   1,134 1,318 1,848 2,294 4,083 

 Depreciation  62 55 46 43 41 

 Interest expenses  25 4 - - -
 Other Non Cash 
(income)/expenses  (863) (615) (959) (803) (842)

 OP before WC changes  359 762 934 1,534 3,282 

 Working capital adjustment  (1,065) (1,118) 607 (736) (858)

 Gross cash from operations  (706) (356) 1,541 798 2,424 

 Direct taxes paid  (174) (382) (544) (741) (1,345)

 CF from operations  (880) (738) 996 57 1,079 

 

 CF from investmests  
 Capex  (6) (5) (5) (5) (5)

 Investment - Cash equivalents 5,273 (766) (10,000) 602 187 
 Investment - Subsidiary / 
Strategic  - - (476) (340) -

 Other Income  896 643 963 808 848 

 CF from investments  6,163 (128) (9,518) 1,064 1,030 

 

 CF from financing  
 Proceeds from share capital 
and premium  - 4,967 - - -

 Borrowings/ (Repayments)  - - - - -

 Dividend paid  (266) (413) (617) (724) (1,277)

 CF from financing  (266) 4,554 (617) (724) (1,277)

 Net cash increase/ (decrease) 

 5,017 3,688 (9,139) 397 832

 Free Cash Flow  

Source: Company, Centrum Research Estimates 
Exhibit 7:Key Ratios 
Y/E March FY09 FY10 FY11E FY12E FY13E

 Margin ratios (%)   

 EBITDA Margin  0.4 0.9 1.0 1.1 1.4 

 PBIT Margin  1.8 1.7 2.0 1.6 1.7 

 PBT Margin  1.8 1.7 1.9 1.6 1.7 

 PAT Margin  1.4 1.2 1.4 1.1 1.1 

 Growth ratios (%)   

 Revenues  67.6 20.8 23.6 49.2 69.2 

 EBITDA  (10.1) 190.2 45.3 63.2 112.9 

 Net Profit  87.2 3.6 40.6 17.4 76.3

 Return ratios (%)   

 ROCE  6.0 5.2 6.3 7.1 11.8 

 ROIC  4.0 4.7 9.2 34.4 50.1

 ROE  6.0 5.2 6.2 7.0 11.8 

 Turnover ratios (x)   

 Asset turnover ratio (x)  13.8 7.7 12.5 42.9 50.9

 Average collection period (days) 15.1 21.1 21.0 18.4 17.5 

 Average payment period (days)  11.3 13.4 14.8 14.2 14.0 

 Per share ratios (Rs.)   

 EPS  4.0 3.2 4.5 5.3 9.3 

 CEPS  4.5 4.4 5.9 7.0 12.2

 Book Value  67.6 71 74 77 81 

 Solvency ratios   

 Debt/ Equity  NA NA NA NA NA

 Interest coverage  NA NA NA NA NA

  

 Valuation parameters (x)   

 P/E  20.5 25.6 18.2 15.5 8.8 

 P/BV  1.21 1.1 1.1 1.1 1.0

 EV/ EBITDA  78.9 21.0 13.5 8.4 3.8

 EV/ Sales  0.3 0.2 0.1 0.1 0.1

Source: Company, Centrum Research Estimates 
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Appendix A 
Disclaimer 
Centrum Broking Pvt. Ltd. (“Centrum”) is a full-service, Stock Broking Company and a member of The Stock Exchange, Mumbai (BSE) and National Stock Exchange of India Ltd. (NSE). Our 
holding company, Centrum Capital Ltd, is an investment banker and an underwriter of securities. As a group Centrum has Investment Banking, Advisory and other business relationships with 
a significant percentage of the companies covered by our Research Group.  Our research professionals provide important inputs into the Group's Investment Banking and other business 
selection processes. 
Recipients of this report should assume that our Group is seeking or may seek or will seek Investment Banking, advisory, project finance or other businesses and may receive commission, 
brokerage, fees or other compensation from the company or companies that are the subject of this material/report.   Our Company and Group companies and their officers, directors and 
employees, including the analysts and others involved in the preparation or issuance of this material and their dependants, may on the date of this report or from, time to time have "long" or 
"short" positions in, act as principal in, and buy or sell the securities or derivatives thereof of companies mentioned herein. Centrum or its affiliates do not own 1% or more in the equity of this 
company Our sales people, dealers, traders and other professionals may provide oral or written market commentary or trading strategies to our clients that reflect opinions that are contrary 
to the opinions expressed herein, and our proprietary trading and investing businesses may make investment decisions that are inconsistent with the recommendations expressed herein. 
We may have earlier issued or may issue in future reports on the companies covered herein with recommendations/ information inconsistent or different those made in this report.   In 
reviewing this document, you should be aware that any or all of the foregoing, among other things, may give rise to or potential conflicts of interest. We and our Group may rely on 
information barriers, such as "Chinese Walls" to control the flow of information contained in one or more areas within us, or other areas, units, groups or affiliates of Centrum.  Centrum or its 
affiliates do not make a market in the security of the company for which this report or any report was written.  Further, Centrum or its affiliates did not make a market in the subject company’s 
securities at the time that the research report was published.  
This report is for information purposes only and this document/material should not be construed as an offer to sell or the solicitation of an offer to buy, purchase or subscribe to any 
securities, and neither this document nor anything contained herein shall form the basis of or be relied upon in connection with any contract or commitment whatsoever. This document 
does not solicit any action based on the material contained herein. It is for the general information of the clients of Centrum. Though disseminated to clients simultaneously, not all clients 
may receive this report at the same time.  Centrum will not treat recipients as clients by virtue of their receiving this report. It does not constitute a personal recommendation or take into 
account the particular investment objectives, financial situations, or needs of individual clients. Similarly, this document does not have regard to the specific investment objectives, financial 
situation/circumstances and the particular needs of any specific person who may receive this document. The securities discussed in this report may not be suitable for all investors. The 
securities described herein may not be eligible for sale in all jurisdictions or to all categories of investors. The countries in which the companies mentioned in this report are organized may 
have restrictions on investments, voting rights or dealings in securities by nationals of other countries.   The appropriateness of a particular investment or strategy will depend on an 
investor's individual circumstances and objectives. Persons who may receive this document should consider and independently evaluate whether it is suitable for his/ her/their particular 
circumstances and, if necessary, seek professional/financial advice. Any such person shall be responsible for conducting his/her/their own investigation and analysis of the information 
contained or referred to in this document and of evaluating the merits and risks involved in the securities forming the subject matter of this document.  
The projections and forecasts described in this report were based upon a number of estimates and assumptions and are inherently subject to significant uncertainties and contingencies. 
Projections and forecasts are necessarily speculative in nature, and it can be expected that one or more of the estimates on which the projections and forecasts were based will not 
materialize or will vary significantly from actual results, and such variances will likely increase over time. All projections and forecasts described in this report have been prepared solely by the 
authors of this report independently of the Company. These projections and forecasts were not prepared with a view toward compliance with published guidelines or generally accented 
accounting principles. No independent accountants have expressed an opinion or any other form of assurance on these projections or forecasts. You should not regard the inclusion of the 
projections and forecasts described herein as a representation or warranty by or on behalf of the Company, Centrum, the authors of this report or any other person that these projections or 
forecasts or their underlying assumptions will be achieved. For these reasons, you should only consider the projections and forecasts described in this report after carefully evaluating all of 
the information in this report, including the assumptions underlying such projections and forecasts. 
The price and value of the investments referred to in this document/material and the income from them may go down as well as up, and investors may realize losses on any investments. Past 
performance is not a guide for future performance. Future returns are not guaranteed and a loss of original capital may occur. Actual results may differ materially from those set forth in 
projections. Forward-looking statements are not predictions and may be subject to change without notice. Centrum does not provide tax advice to its clients, and all investors are strongly 
advised to consult regarding any potential investment.  Centrum and its affiliates accept no liabilities for any loss or damage of any kind arising out of the use of this report.  Foreign 
currencies denominated securities are subject to fluctuations in exchange rates that could have an adverse effect on the value or price of or income derived from the investment. In addition, 
investors in securities such as ADRs, the value of which are influenced by foreign currencies effectively assume currency risk. Certain transactions including those involving futures, options, 
and other derivatives as well as non-investment-grade securities give rise to substantial risk and are not suitable for all investors. Please ensure that you have read and understood the current 
risk disclosure documents before entering into any derivative transactions.  
This report/document has been prepared by Centrum, based upon information available to the public and sources, believed to be reliable. No representation or warranty, express or implied 
is made that it is accurate or complete.  Centrum has reviewed the report and, in so far as it includes current or historical information, it is believed to be reliable, although its accuracy and 
completeness cannot be guaranteed.  The opinions expressed in this document/material are subject to change without notice and have no obligation to tell you when opinions or 
information in this report change. 
This report or recommendations or information contained herein do/does not constitute or purport to constitute investment advice in publicly accessible media and should not be 
reproduced, transmitted or published by the recipient. The report is for the use and consumption of the recipient only. This publication may not be distributed to the public used by the 
public media without the express written consent of Centrum. This report or any portion hereof may not be printed, sold or distributed without the written consent of Centrum. 
This report has not been prepared by Centrum Securities LLC. However, Centrum Securities LLC has reviewed the report and, in so far as it includes current or historical information, it is 
believed to be reliable, although its accuracy and completeness cannot be guaranteed.   
 The distribution of this document in other jurisdictions may be restricted by law, and persons into whose possession this document comes should inform themselves about, and observe, any 
such restrictions.  Neither Centrum nor its directors, employees, agents or representatives shall be liable for any damages whether direct or indirect, incidental, special or consequential 
including lost revenue or lost profits that may arise from or in connection with the use of the information.   
This document does not constitute an offer or invitation to subscribe for or purchase or deal in any securities and neither this document nor anything contained herein shall form the basis of 
any contract or commitment whatsoever. This document is strictly confidential and is being furnished to you solely for your information, may not be distributed to the press or other media 
and may not be reproduced or redistributed to any other person. The distribution of this report in other jurisdictions may be restricted by law and persons into whose possession this report 
comes should inform themselves about, and observe any such restrictions. By accepting this report, you agree to be bound by the fore going limitations. No representation is made that this 
report is accurate or complete. 
The opinions and projections expressed herein are entirely those of the author and are given as part of the normal research activity of Centrum Broking and are given as of this date and are 
subject to change without notice. Any opinion estimate or projection herein constitutes a view as of the date of this report and there can be no assurance that future results or events will be 
consistent with any such opinions, estimate or projection.    
This document has not been prepared by or in conjunction with or on behalf of or at the instigation of, or by arrangement with the company or any of its directors or any other person. 
Information in this document must not be relied upon as having been authorized or approved by the company or its directors or any other person. Any opinions and projections contained 
herein are entirely those of the authors. None of the company or its directors or any other person accepts any liability whatsoever for any loss arising from any use of this document or its 
contents or otherwise arising in connection therewith. 
Centrum and its affiliates have not managed or co-managed a public offering for the subject company in the preceding twelve months.  Centrum and affiliates have not  received 
compensation from the companies mentioned in the report during the period preceding twelve months from the date of this report for service in respect of public offerings, corporate 
finance, debt restructuring,  investment banking or other advisory services in a merger/acquisition  or some other sort of  specific transaction.    
 As per the declarations given by her, Ms. Deepali Gautam, research analysts and the authors of this report and/or any of their family members do not serve as an officer, director or any way 
connected to the company/companies mentioned in this report.  Further, as declared by them, they have not received any compensation from the above companies in the preceding twelve 
months.  Our entire research professionals are our employees and are paid a salary.  They do not have any other material conflict of interest of the research analyst or member of which the 
research analyst knows of has reason to know at the time of publication of the research report or at the time of the public appearance.  
While we would endeavor to update the information herein on a reasonable basis, Centrum, its associated companies, their directors and employees are under no obligation to update or 
keep the information current. Also, there may be regulatory, compliance or other reasons that may prevent Centrum from doing so. 
 Non-rated securities indicate that rating on a particular security has been suspended temporarily and such suspension is in compliance with applicable regulations and/or Centrum policies, 
in circumstances where Centrum is acting in an advisory capacity to this company, or any certain other circumstances 
Key to Centrum Investment Rankings 
Buy: Expected outperform Nifty by>15%, Accumulate: Expected to outperform Nifty by +5 to 15%, Hold: Expected to outperform Nifty by -5% to +5%, Reduce: Expected to underperform 
Nifty by 5 to 15%, Sell: Expected to underperform Nifty by>15% 
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