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The Bulgarian stock exchange admits to trading
shares of Intersolar Varna, starting at June 18th.
The number of shares is 26 073 000 and the indicative referent price for the listing is BGN 1.50.
Intersolar Varna is a subsidiary of Interservice Uzunovi, a holding company with activities in electronics and furniture trading and real estates. The majority owner holds 99.77% of the capital, whereas
the rest are owned by the chief executive officer
and majority shareholder in Interservice Uzunovi,
Mr. Krasimir Uzunov.
The shareholders are planning to offer up to 75% of
all stocks for sale through the stock exchange, according to the demand. Information in media suggested that buyers will be institutional investors,
mainly domestic pension funds. They showed interest to the company that offers stable and low-risk
return. The shareholders had negotiations with the
pension funds of Doverie, Allianz and ING. One of
the requests from potential investors was Interservice Uzunovi to maintain between 20 and 30% stake
in the company to guarantee the good operational
management of the solar park. Moreover, the external company that provides operational management is subsidiary of Interservice Uzunovi.
Core business
Intersolar was established in January 2010 and its
main asset is the photovoltaic power plant Ravna
gora with installed capacity of 4.99 megawatts. The
terrain is 309 daa and installations are occupying
200 daa.
The solar park has been build and put into exploitation before the new law for renewable energy,
which gave the company an advantage over later
projects of solar power plants. The new law decreased the fixed prices of electricity from renewable sources in Bulgaria. Intersolar has 25-year contract with E.On Bulgaria for electricity at price of
BGN 699 for megawatt hour, signed at March 23,
2011. The current tariff is BGN 485 for megawatt
hour and is expected to be decreased further from
the beginning of July. Investors are attracted by the
stable yield of the project. The changes in tariffs on
the downside are limiting the new projects that will
hit the market in the next twelve months.
The operational management is accomplished by
long-term contract with Company for Management
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Projects that includes maintenance, monitoring,
security and warranty services.
Financial situation
The annual capacity of electricity generation is
6 479 000 kilowatt hours. Revenues are guaranteed
at BGN 4 529 534 annually. Some deviation is
probable due to the intensity of sun light. The annual costs of the company are BGN 300 000, from
which BGN 40 000 are for materials, whereas the
rests are ensuring the operational management of
the solar plant. In our calculations of cash flows we
assume that costs will remain unchanged, which is
highly unlikely. The inflation will have negative impact on the company’s net profit but in small degree. At the same time revenues will be unchanged
for the period of the 25-year contract. The main risk
is rising costs for external services.
Financial costs are including payments on the company’s loans to banks and the majority owner. The
prospect is including all payment of Intersolar by
year. In the last financial report of the company at
the end of October 2011 is announced BGN
9 875 000 debts, of which BGN 220 000 should
have been paid last year. Intersolar Varna is expected to pay BGN 11 767 000 including interest
until 2018. The company is planning to distribute
profits as dividends.
Valuation
The method for valuation is discounted free cash
flows to equity.
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Our model includes the present value of continuing
value for the years after 2021. The last year’s cash
flows are treated as perpetual, although the project
will maintain its revenues only for 25 years. Afterwards, revenues will decline substantially or assets
will be liquidated. The difference in profits for 25
years and using the continued value is substantial –
BGN 7 million or nearly BGN 0.30 per share. This
should be compensated by the sell of land and other real estates.

The graph is presenting the share price according
to the discount rate for the cash flow during the next
ten years. The expected cash flows are shown in
the table. The depreciation of machines and equipment is calculated for the whole period of 25 years.
The cash flow will not be reinvested and is supposed to be distributed as dividends. We also assume that operational costs will remain unchanged.
Financial costs are calculated according to the
payment calendar. The discounted rate in the presented case is 8%, which results to price per share
of BGN 1.57. The tax on dividends should decrease
the rate of return for some investors by 5%.

Terminal
2012
Revenues
Operating costs
Financial costs
Depreciation
Profit before tax
Net profit
FCFE
PV FCF
Sum of PV FCF
PV of Continuing V alue
Total PV Free Cash Flows
Number of shares
Discount rate
Share price

4 529 534
300 000
2 296 000
1 247 200
686 334
617 700
1 864 900

2013

2014

2015

2016

2017

2018

2019

2020

2021

Year

4 529 534 4 529 534 4 529 534 4 529 534 4 529 534 4 529 534 4 529 534 4 529 534 4 529 534
300 000 300 000 300 000 300 000 300 000 300 000 300 000 300 000 300 000
2 246 000 1 541 000 1 544 000 1 578 000 1 553 000 1 009 000
1 247 200 1 247 200 1 247 200 1 247 200 1 247 200 1 247 200 1 247 200 1 247 200 1 247 200
736 334 1 441 334 1 438 334 1 404 334 1 429 334 1 973 334 2 982 334 2 982 334 2 982 334
662 700 1 297 200 1 294 500 1 263 900 1 286 400 1 776 000 2 684 100 2 684 100 2 684 100
1 909 900 2 544 400 2 541 700 2 511 100 2 533 600 3 023 200 3 931 300 3 931 300 3 931 300 3 931 300

1 726 760 1 637 432 2 019 827 1 868 226 1 709 013 1 596 598 1 764 008 2 123 959 1 966 629 1 820 953
18 233 404
22 761 909
40 995 313
26 073 000
8.00%
1.57
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Disclaimer
Analyst Certification: The research analyst(s) certifies that: (1) all of the views expressed in this document
accurately reflect his or her personal views about any and all of the subject securities or issuers; (2) no part of
any of the research analyst’s compensation was, is, or will be directly or indirectly related to the specific recommendations or views expressed by the research analyst(s) in this document.
Financial Interest: ELANA Trading may trade or own shares of the analyzed companies. The research analyst(s) is not holding shares of the analyzed companies, unless otherwise noted.
Regulatory Authority: Financial Supervisory Commission, Shar Planina Street 33, 1303 Sofia, Bulgaria
Information Disclosure: All reasonable care has been taken to ensure the facts stated are accurate and opinions given are fair and reasonable. Our recommendations are based on information available to the public that
we consider to be reliable but for the completeness and accuracy of which we assume no liability. Neither ELANA Trading, nor its directors, officers or employees shall in any way be responsible for its contents. The views
expressed may differ from the views of other firm departments or representatives. Additional information is
available upon request. Unless otherwise noted, sources for all information in charts and tables are ELANA
Trading’s calculations.
Risks for Investors: Information in this document should not be regarded as an offer to buy or sell any financial
instruments. The investment possibilities discussed in this document may not be suitable for certain investors
depending on their specific investment objectives and time horizon or in the context of their overall financial
situation. In particular, the risks associated with an investment in the securities or the financial instruments under discussion are not explained in its entirety.
The prices or values of the securities may go down as well as up and can fluctuate and fall against the investor.
The securities or investments may cause the investor to lose the amount invested. Past performance is not a
guide to future performance. Changes in exchange rates may have an adverse effect on the value, price or income of the securities or investments.
Valuation Methods: Company valuations are based on the following methods: multiple-based (P/E, P/B,
EV/EBITDA), historical valuation approaches, peer comparisons, discount models (DCF , DDM) or asset-based
evaluation methods. Valuation models are dependent on macroeconomic factors, including interest rates, foreign exchange rates, prices of raw materials, and any expectations about the economy, the market sentiment.
The valuation is based on expectations that might change rapidly and without notice, depending on developments specific to individual industries and countries. Recommendations and target prices derived from the
models might therefore change accordingly. The application of models depends on forecasts of a range of economic variables, thus there is a range of reasonable variations within models. Any valuation is dependent upon
inputs that are based on the subjective opinion of the analysts carrying out this valuation.
Recommendations: Analyst(s) recommendations are based on the specific factors for the company, sector,
country and global developments, as compared to market indices. Recommendations and opinions reflect ELANA Trading's expectations over the 12-month period following publication from the perspective of long-only investment clients. ELANA Trading reserves the right to express different or contrary recommendations and opinions for different timescales or for other types of investment client. Except as otherwise noted, expected performance over next 12 months vary for different recommendations for Bulgarian stocks as follows:
BUY
More than 5% higher as compared to SOFIX and BG40 performance
HOLD
Market performance, +/-5% as compared to SOFIX and BG40
SELL
More than 5% lower as compared to SOFIX and BG40 performance
Frequency of Recommendations: No schedule of recommendations is available. The frequency of recommendations depends on specific factors to individual companies and the opinion of the analyst(s) for the necessity of minor or major changes.
Copyrights: The copyrights of ELANA Trading analyses belong to the Research Department of the brokerage
and their content cannot be used for commercial purposes. Replication and redistribution of ELANA Trading
analyses content is expressly prohibited without the prior written consent of the appointed contacts listed below.
For more information, please contact:
Research analyst
Phone:
Tsvetoslav Tsachev
+359 2 810 00 23
Tamara Becheva
+359 2 810 00 27

E-mail:
tsachev@elana.net
becheva@elana.net

Internet:
www.elana.net
www.elana.net
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