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The Issue

Type of Issue Rs. Bn
Fresh Issue 12.9
Offer for Sale 8.6
Total Issue Size 215
Post-Issue Market cap* 86.0
Lot size 460 shares

*At Upper Price Band

Issue Break-Up

Reservation for % of Issue
QlB 50%
NII 15%
Retail 35%
Total 100%
Bid/Offer Opening Date 21st Nov 23
Bid/Offer Closing Date 23rd Nov 23
Listing Date 29th Nov 23

Use of Proceeds
Future capital requirements,

General corporate purposes

Manager |IDBI Capital, BOB Caps, SBI Caps

Registrar Link Intime

Saral Seth
VP—Institutional Equities
sarals@indsec.co.in

+91 22 61146139

Price Band Recommend

IREDA Ltd.

IPO Meet Note

Rs. 30 -32 SUBSCRIBE

Powering the sunrise sector - SUBSCRIBE

Company Overview:

Setup in 1987, Indian Renewable Energy Development Agency (IREDA) is a leading financial institution with ~36
years of experience in the business of promoting, developing, and extending financial assistance for new and re-
newable energy (RE) projects, and energy efficiency and conservation (EEC) projects. It provides a comprehensive
range of financial products and related services, from project conceptualization to post-commissioning, for RE pro-
jects and other value chain activities, such as equipment manufacturing and transmission.

IREDA is a wholly owned Government of India (Gol) enterprise under the administrative control of the Ministry of
New and Renewable Energy (the MNRE). It was notified as a Public Financial Institution (PFI) and is registered with
the Reserve Bank of India (RBI) as a Systemically Important Non-Deposit-taking Non-Banking Finance Company (a
NBFC-ND-SI), with Infrastructure Finance Company (IFC) status.

The company has a diversified loan book of Rs. 475bn as on Sep-23 implying a 30% CAGR between FY21-23 backed
by robust asset quality. Loans sanctioned have increased from ~Rs 110bn in FY21 to ~Rs 326bn in FY23. Loans
disbursed grew to Rs 216bn in FY23 from Rs 88bn in FY21.

Its GNPA (%) reduced from 8.77% in Mar-21 to 5.21% as of Mar-22, 5.06% as of Sep-22, 3.21% as of Mar-23, and
further to 3.13% as of Sep-23. Its NNPAs (%) reduced from 5.61% as of Mar-21 to 3.12% as of Mar-22, 2.72% as of
Sep-22, 1.66% as of Mar-23 and further to 1.65% as of Sep-23.

The company has financed projects across multiple RE sectors such as solar power, wind power, hydro power,
transmission, biomass including bagasse and industrial co-generation, waste-to-energy, ethanol, compressed bio-
gas, hybrid RE, EEC and green-mobility. It also offers financial products and schemes for new and emerging RE tech-
nologies such as, biofuel, green hydrogen and its derivatives, battery energy storage systems, fuel cells, and hybrid
RE projects.

Valuation and view: On post dilutive basis, the IPO is priced at 1.3x/1.2x FY22/FY23 EPS which is at ~20% dis-
count to REC and ~50% discount to IRFC. Renewable energy has been the sunrise sector and has attracted strong
investments across the globe. In our view, the RE sector should continue to see strong investment CAGR of 25-30%
over FY24-30e as more companies look to scale down their carbon footprints and shift towards sustainable renewa-
ble energy. This provides a long runway to IREDA for financing RE based infra projects and the disbursals should
grow at strong pace ahead. Given the sector is witnessing strong industry tailwinds backed by Govt. initiatives and
attractive valuation, We assign a SUBSCRIBE rating to the IPO.

NOVEMBER 21, 2023

Indsec Research is also available on www.indsec.com and Bloomberg RESP_ISFL <GO>, Thomson Reuters, Factset and Bluematrix
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IREDA’s key financial summary Pre-issue and post-issue holding structure
Financial summary (Rs. mn) FY21 FY22 FY23 1HFY24E Pre-issue Post-issue*
Income from operations 25,643 27,132 33,738 22,857 Shareholding pattern  Holding (%) Holding (%)
Other Income 934 1,609 1,091 348 Promoter 100% 75%
Total Income 26,578 28,742 34,830 23,205 Public 0% 259%
Interest Expenses 15,703 15,873 20,884 15,569 Total 100% 100%
Other expenses 1,537 2,499 1,652 455

Gross profit 9,338 10,370 12,293 7,181

Depreciation 227 232 235 130

Provisions 3,417 1,799 665 -1,144

PBT 5,695 8,338 11,393 8,194

Provision for tax 2,231 2,003 2,747 2,401

Net profit 3,464 6,335 8,646 5,793

JV profit 0 0 0 0

PAT 3,464 6,335 8,646 5,793

EPS (Rs) 1.3 2.4 3.2 2.2

Post diluted BVPS (Rs) 16 24 27 29

Post diluted P/B (x) 2.0 1.3 1.2 1.1

Post dilutive ROE (%) 8.1% 14.8% 20.2% 13.5%

GNPA (%) 8.77% 5.21% 3.21% 3.13%

NNPA (%) 5.61% 3.12% 1.66% 1.65%

PCR Ratio (%) 38.1% 41.5% 49.3% 48.1%

Key Risks:

NPAs may rise in future if IREDA is unable to manage the quality of its loan portfolio
Significant portion of GNPAs are concentrated in loans to sectors such as biomass power / cogeneration and hydro power
Certain DISCOMs that purchase electricity from its borrowers have sought downward revision in the terms of their existing Power Purchasing Agreements

Source: RHP Page 2
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Term Loans Outstanding based on sectors
Segment FY21 FY22 FY23 Q1FY24
Solar energy 28.2% 25.1% 30.5% 30.0%
Loan Facility to State Utilities 25.6% 32.9% 24.1% 19.2%
Wind Power 21.8% 18.3% 18.9% 20.9%
Hydro Power 10.3% 11.6% 11.6% 11.5%
Manufacturing 1.6% 1.8% 3.2% 4.8%
Ethanol 0.7% 1.2% 2.3% 3.2%
Biomass 4.8% 3.4% 2.3% 2.4%
Hybrid Wind and Solar 0.2% 0.0% 2.1% 2.1%
Short Term Loans to Private Entities 3.7% 2.1% 2.0% 2.1%
Waste-to-energy 1.4% 1.4% 1.0% 1.0%
Electric vehicle (EV) 0.0% 0.1% 0.8% 1.0%
Guaranteed Emergency Credit Line 0.5% 1.2% 0.6% 0.6%
Transmission 0.7% 0.5% 0.4% 0.9%
EEC 0.2% 0.4% 0.2% 0.2%
Biomass 0.0% 0.0% 0.1% 0.1%
National Clean and Energy Fund 0.0% 0.0% 0.0% 0.0%
Bridge Loan 0.2% 0.1% - -

Source: RHP
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IREDA strength

Strategic role in Government of India initiatives in the Renewable Energy sector:

The company is a wholly owned Gol enterprise under the administrative control of the MNRE. Since its inception, it have been closely involved in
the development and implementation of various policies and schemes for structural and procedural reform in the RE sector.

It has served as the implementing agency for the following key MNRE policies and schemes:

National Programme on High Efficiency Solar PV Modules under the Production Linked Incentive Scheme (Tranche 1), for which the financial out-
lay over a five-year period is 45 billion

Central Public Sector Undertaking (“CPSU”) Scheme Phase-Il for setting up 12,000 MW grid-connected solar PV power projects with Viability
Gap Funding (“VGF”) support of X 858 million for self-use or use by Government or Government entities, of both Central and State Govern-
ments

Solar and wind GBI Schemes, with the wind GBI scheme having a total commissioned capacity of 13,624.88 MW and a budget of X12.14 billion
being allocated for Fiscal 2024, and the solar GBI scheme, under which 72 solar projects with total capacity of 91.8 MW were set up across 13
states, as of March 31, 2023

National Clean Energy Fund Refinancing Scheme.

The company is the Central Nodal Agency for the following specific schemes under the relevant programmes:

Programme on Energy from Urban, Industrial and Agricultural Wastes/ Residues, as part of the National Bioenergy Programme (Phase )
launched in November 2022. The Programme on Energy from Urban, Industrial and Agricultural Wastes/ Residues has a total outlay of X 6 bil-
lion for Phase | and

Scheme to Support Manufacturing of Briquettes and Pellets and Promotion of Biomass (non-bagasse) based co-generation in Industries under
the National Bioenergy Programme (Phase |). The Scheme to Support Manufacturing of Briquettes and Pellets and Promotion of Biomass (non-
bagasse) based co-generation in Industries has a budget of X 1.58 billion.

The company is also the fund handling agency for the Solar Water Heating System Capital Subsidy Scheme

It has expanded its financing services in line with the RE priorities of the Gol such as solar, wind, hydro power, biomass, co-generation, among others.
The Gol has highlighted priority areas for RE generation, including RE component manufacturing (solar modules, hydrogen electrolysers, battery stor-
age, among others), green energy corridor, green hydrogen production, utility-scale battery storage, pumped storage hydro, ethanol, green mobility
and rooftop solar power. It intends to continue to play a critical role in shaping and implementing key policies and schemes in these areas.

Source: RHP Page 4
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Industry Outlook
Share of Renewable energy in installed capacity to go up sharply Renewable Energy — Trend in Installed Capacity
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INDSEC Rating Distribution

BUY : Expected total return of over 15% within the next 12-18 months.

HOLD : Expected total return between 0% to 15% within the next 12-18 months.
SELL : Expected total return is negative within the next 12-18 months.
NEUTRAL: No investment opinion, stock under review.

Note: Considering the current pandemic situation, the duration for the price target may vary depending on how the macro scenario plays out. Therefore, the duration which has been mentioned as a period of 12-18
months for upside/downside target may be higher for certain companies.

DISCLOSURE

DISCLOSURE
BUSINESS ACTIVITIES:

Indsec Securities and Finance Limited (ISFL) is a corporate member of BSE (Equity, WDM segment), of NSEIL (Equity, WDM, Futures & Options and Currency Derivative segments) and has also secured membership of the MSEI Exchange (Currency
Derivative Segment) vide registration No. INZ000236731. ISFL is an AMFI Registered Mutual Fund Advisor (MRMFA) vide Registration Number 9194. ISFL is also a Depository Participant of the National Securities Depository Limited (NSDL) and a
SEBI registered Portfolio Manager. With this setup ISFL is in a position to offer all types of services in the securities industry.

Since inception company’s focus has been on research. In view of its research capabilities ISFL focused mainly on institutional business and is today empaneled with most of the local financial institutions, insurance companies, banks and mutual
funds. ISFL has grown from being a medium size broking outfit to become one of the largest capitalized Indian broking company offering the complete range of broking services.

ISFL was incorporated on 28th July 1993 and doesn’t have any associates/ subsidiaries. ISFL is a registered Portfolio Manager under SEBI (Portfolio Managers) Regulations, 1993 vide registration No. INPO00001892.
DISCIPLINARY HISTORY:

(] No material penalties / directions have been issued by the SEBI under the securities laws, SEBI Act or Rules or Regulations made there under
®  No penalties have been imposed for any economic offence by any authority.
(] No material deficiencies in the systems and operations of the Company have been observed by any regulatory agency.

®  There are no pending material litigations or legal proceedings, findings of inspections or investigations for which action has been taken or initiated by any regulatory authority against the Company or its Directors, principal officers or em-
ployees or any person directly or indirectly connected with the Company.

DECLARATION:

(] ISFL/Research Analysts or their associates or their relatives do not have any financial interest in the subject company (ies);

. ISFL/Research Analysts or their associates or their relatives do not have actual or beneficial ownership of 1 % or more in the subject company (ies);

(] Directors may have actual or beneficial ownership of 1 % or more in the subject company (ies);

(] ISFL/Research Analysts or their associates or their relatives do not have any material conflict of interest in the subject company(ies) at the time of publication of this document;

(] ISFL has not received any compensation from the subject company (ies) in the past twelve months;

(] ISFL has not managed or co-managed public offering of securities for the subject company (ies) in the past twelve months;

(] ISFL has not received any compensation for investment banking or merchant banking or brokerage services or any other service from the subject company (ies) in the past twelve months;
(] ISFL has not received any compensation or other benefits from the subject company (ies) or third party in connection with this document;

(] None of the research analysts have served as an officer, director or employee of the subject company (ies);

(] ISFL has not been engaged in the market making activity for the subject company (ies);
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DISCLOSURE

GENERAL TERMS AND CONDITION/ DISCLAIMERS:

This document has been issued by ISFL and is for informational purposes only and is not intended as an offer or solicitation for the purchase or sale of security.

This document has been prepared and issued on the basis of publicly available information, internally developed data and other sources believed to be reliable. However, we do not guarantee its accuracy and the information may be incomplete
and condensed. Note however that, we have taken meticulous care to ensure that the facts stated are accurate and opinions given are fair and reasonable, neither the analyst nor any other employee of our company is in any way responsible for
its contents. The Company’s research department has received assistance from the subject company (ies) referred to in this document including, but not limited to, discussions with management of the subject company (ies). All opinions, projec-
tions and estimates constitute the judgment of the author as of the date of this document and these, including any other information contained in this document, are subject to change without notice. Prices and availability of financial instru-
ments also are subject to change without notice. While we would endeavor to update the information herein on reasonable basis, we are under no obligation to update or keep the information current. Also, there may be regulatory, compli-
ance, or other reasons that may prevent us from doing so.

Securities recommended in this document are subject to investment risks, including the possible loss of the principal amount invested. Any decision to purchase/sale securities mentioned in this document must take into account existing public
information on such security or any registered prospectus. The appropriateness of a particular investment, decision or strategy will depend on an investor's individual circumstances and objectives. The securities, instruments, or strategies dis-
cussed in this document may not be suitable for all investors, and certain investors may not be eligible to purchase or participate in some or all of them. Each recipient of this document should make such investigations as it deems necessary to
arrive at an independent evaluation of an investment in the securities of companies referred to in this document (including the merits and risks involved).

This document 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 the company to any registration or licensing requirement within such jurisdiction. Further, this document is not directed or intended for distribution to the US taxpayers covered under
US Foreign Account Tax Compliance Act (FATCA) provisions. The securities 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 themselves of and to observe such restriction

This is just a suggestion and the company will not be responsible for any profit or loss arising out of the decision taken by the reader of this document. Any comments or statements made herein are those of the analyst and do not necessarily
reflect those of the company. No matter contained in this document may be reproduced or copied without the consent of the company. Any unauthorized use, duplication, redistribution or disclosure is prohibited by law and will result in prose-

cution. The information contained in this document is intended solely for the recipient and may not be further distributed by the recipient. The Company accepts no liability whatsoever for the actions of third parties.

The research analyst(s) of this document certifies that all of the views expressed in this document accurately reflect their personal views about those issuer(s) or securities. Analyst’s holding in the stocks mentioned in the Report:-NIL
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