@ Information Research

Indosolar Ltd - IPO Analysis

Recommendation: Subscribe

Issue Highlights

Issue Opens — 13 Sept 2010

Issue Closes — 15 Sept 2010

Face value — Rs 10

Price Band — Rs 29-32

Bid Size — 200 and in multiple thereof

Issue Type
100% Book Built Issue

Issue Size

No. of Shares —11.16 — 12.31 Cr
Face Value — Rs 10

Issue Size — Rs 357 cr

Net Issue to Public: 11.16 - 12.31 cr
Shares

» QIB Portion- 5.58 Cr -6.16 Cr shares

(50% of Net Issue)

» Retail Portion -3.91 Cr -4.31 Cr

shares (35% of Net Issue)

» Non Institutional- 1.67 Cr -1.84 Cr

shares (15% of Net Issue)

Shareholdings

10" Sept 2010
Object of the Offer

To finance the expansion of manufacturing capacity for SPV cells by adding a
third line of 100 MW worth 360 cr.

Investment Rationale

Geographical Advantage

India is endowed with vast solar energy potential. About 5,000 trillion kWh per
year energy is incident over India’s land area with most parts receiving 4-7 kWh
per sq mtrs per day. Photo-Voltaic PV is progressively becoming more attractive,
vis-a-vis other renewable sources of power, as its cost declines.

Subscribed to Capital Subsidy to reduce cost

Indosolar is one of the six companies short listed for final approval for the
“Special Incentive Package Scheme”. It has already received in-principle
approval for its total project of Rs 1,545 cr which equates to a capital subsidy of
Rs 386 cr from the nodal agency.

Healthy order book

The company is having a strong order book aggregating Rs 1,011 cr ensuring
steady revenues for the next couple of years. Moreover, order book consists of
delivering 170 MW of Solar Photo-Voltaic SPV cells which would ensure over
100% capacity utilization considering their current capacity of 160 MW and the
additional capacity is expected in Oct 2011. ISL will achieve greater operational
efficiency with higher capacity utilizations going forward.

Use of proven technology; tie-up with Schmid

The company uses crystalline silicon SPV cell technology to manufacture PV
cells. This technology has been tested and commercially implemented by major
PV players and accounts for more than 93% of global PV manufacturing

capacity. The production lines have been procured from Schmid, one of the world

Promoters 97.63% 61.8% - 64% leaders in PV technology, whose clients include REC and Moser Baer PV. Under

Others 2.37% 1.5% - 1.6% the contract, Schmid is mandated to provide operational efficiency of 15.5%

Public - 345% -36.7% within six months of commercial production. The tie-up also entitles the company
: ; to free transfer of any improvement in technology within five years of installation

of the facility, free of cost.

No of Pre-Issue Post-Issue

Share Favorable Industry Environment

In Cr 21.20 32.36 — 33.51

Depleting reserves, emission cuts augur well for the solar industry
Grade Energy consumption has gone up significantly over the past 50 years resulting in
a huge decline in the reserve to production ratio. Countries around the world are
increasingly becoming aware of the hazards of climate change, the need for
emission cuts and alternative clean energy technology. In this context, solar
power generation capacities have grown at a CAGR of 47% during the 2004 to
2008 period to reach 13,424 MW.

Crisil Rating- 3 out of 5
Book Running Lead Managers

Enam Securities Limited

Uncompetitive to conventional fuels; high dependence on governmental support
As solar power continues to be uncompetitive as compared to the conventional
source of power generation, the industry’s growth depends almost entirely on
governmental support. Many countries have doled out subsidy and incentives to
promote solar applications. Europe has taken the lead to promote solar power
through Feed-in-tariff schemes (FIT).

Registrar
Link Intime India Pvt Ltd

Listing
NSE, BSE

Utilization of the issue proceeds

Estimated Schedule of
Deployment

FY'11 FY’'12
26,994.24 6,748.56

Estimated
Particulars (Rs lacs) Cost

Setting Up of Line 3 33,742.80
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Competitive Strengths

State-of-the-art technologies for manufacturing SPV cells obtained from Schmid.

Well positioned to receive tax breaks and special incentives from the Government of India.

Early mover advantage in the domestic SPV cell manufacturing space.

Committed and experienced promoters with demonstrable track record.

Research and development initiatives that leverage both third party collaborations and internal resources.

VVVVYY

Business Strategy

Expand existing production capacities to achieve economies of scale.

Expand our customer base, diversify our sales effort and pursue a proactive marketing program.

To pursue opportunities and participate in solar power projects incentivized by the Governmental authorities
in India and abroad.

Flexible approach fo procurement of key raw materials at favorable prices.

Continue to reduce our per Watt manufacturing costs, increase the throughput of our production lines and
enhance our SPV cell Conversion Efficiencies.

Implement stricter cash management and control measures.

YV VV VVYVYVY

Financial Performance

» The Company’'s Net income increased by 112.5% to Rs. 112.5 Cr in the year ended FY'10 as the company has
having no sales activity. The company has incurred a capital expenditure of Rs 6,670 mn towards Line 1 and Line 2.
These projects were funded partly through debt amounting to Rs 4,600 mn and partly through equity contribution by
promoters.

» The company plans to fund Line 3, having an annual capacity of 100 MW, through the IPO proceeds.

» Capital subsidy of ~Rs 2,500 mn would help in reducing capital cost and the gearing level.

> Till December 2009, the company had sold 3.36 MW of SPV cells for an aggregate value of Rs 215.26 mn.

Risk Factors

Poor financial performance
The company is currently having negative cash flows from operations. It had incurred net losses of Rs. 82.07 million and Rs.
154.87 million for Fiscal 2009 and the six month period ended September 30, 2009, respectively, on the basis of audited
restated financial statements.

Reduction or elimination of government subsidies

It is expected that a substantial portion of company’s SPV cells, upon sale, shall eventually be utilized in the on-grid market,
where the solar power systems are connected to the utility grid and generate electricity to feed into the grid. The company
believes that the near-term growth of the market for on-grid applications depends in large part on the availability and size of
government subsidies and economic incentives.

Peer Comparison

.(Rs. In Cr.
Websol Energy Systems Ltd 143.00 293 4.55 1.14 11.45
NTPC 202.00 1,64,456 19.80 2.65 14.66
Powergrid 104.50 44,824 20.40 2.77 13.17
NHPC 30.70 37,763 17.30 1.50 10.13
Rpower 155.30 37,462 60.70 2.59 0.85

The company is not comparable with available peers, however. At Rs 32, the higher price of the band, the issue is available
at a P/E of 9.63, indicating undervalued as compared to its peers.

Recommendation
As the company is into SPV cells which is one of the most drawing business now days plus the company gets support by
government initiatives, strong and healthy order book the company is worth to subscribe.
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About the company

Indosolar Ltd. is engaged in the manufacturing of solar photo-voltaic (SPV) cells from crystalline silicon wafers used for
converting sunlight directly into electricity. The company then market and sell its products to primarily module
manufacturers on a business-to-business (“B2B”) platform, who in turn supply to the system integrators who install
the systems for grid and off-grid (roof top) applications for use in the domestic market as well as markets in Europe, Spain,
Japan, Asia, Canada and USA. The company started manufacturing SPV cells in July 2009 following the commissioning of
Line 1 with an annual manufacturing capacity of 80 MW. The company was incorporated under the Companies Act, 1956 on
April 8, 2005 and was subsequently acquired by the current promoters Mr B.K. Gupta and his son Mr Hulas Rahul Gupta in
2006.

Indosolar is looking at expanding its manufacturing capacity further. Expansion through Line 2 with an annual capacity of 80
MW is under progress and is expected to be commissioned by March 2010. The company plans to raise funds through its
IPO mainly to fund the expansion of Line 3 which would have an annual manufacturing capacity of 100 MW.
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For Further Details/Clarifications Please contact:

RR Information & Investment Research Pvt. Ltd.

47, MM Road Jhandewalan New Delhi-110055 (INDIA)
Tel: 011-23636362/63

research@rrfcl.com

www.rrfinance.com

www.rrfcl.com

RR Research Products and Services:

Online Equity Calls during Market Hours (9:00 AM to 3:30 PM)
Online Commaodity Calls during Market Hours (10:00 AM to 11:30 PM)

Daily Morning Pack

Equity Fundamental - Daily
Equity Technical Analysis - Daily
Derivative — Daily

Debt - Daily

Commaodity - Daily

Currency — Daily

VVVYVYYY

Daily Market Review

Weekly Pack

Equity Fundamental - Weekly
Equity Technical Analysis - Weekly
Derivative — Weekly

Debt - Weekly

Commodity - Weekly

Currency — Weekly

Mutual Fund Watch

VVVVYVYYVYY

Fundamental Research
» Economic Analysis
» Industry Analysis
» Company Research & Valuations
» Result Updates
» News Updates

IPO Analysis

Mutual Fund Analysis

Investment Monitor — The complete monthly magazine design for Indian investors
Share Views with Zee Business in FUTURE CALL

And many more...

RR Research can also be viewed and downloaded from following websites:
www.moneycontrol.com

www.valuenotes.com

www.reportjunction.com

www.capitalmarket.com
WWW.Mmyiris.com
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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 The companybsites. Prospective investors
are advised to fully satisfy themselves before making any investment decision

NSE - INB 231219636, INF 231219636
BSE - INB 011219632
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