Indian Energy Exchange Ltd — FY 2024 Annual Report Analysis

Annual Report Analysis (Consolidated)

Investor Snapshot

# Analytical point Sentiment
IEX maintains a dominant asset-light monopoly in energy trading, successfully transitioning from a Positive
spot exchange to a multi-commodity hub with a 14% YoY volume increase to 110.1 BU.

Revenue grew 12% to [449 Cr, supported by a 600% surge in Long Duration Contracts (LDC), Positive
Sitiv
demonstrating successful capture of the bilateral market.
Operating efficiency remains best-in-class with an 84% EBITDA margin, though tech cost inflation Neutral
(+52% YoY) is currently outpacing transaction revenue growth.
Adjusted PAT increased 16% to [B51 Cr, bolstered by the gas subsidiary (IGX) turning profitable with Positive
itivi
a [23 Cr contribution.
The balance sheet is exceptionally lean with a 0.01x D/E ratio and 1,331 Cr in liquid investments, Positi
ositive
yielding a superior 50% ROCE.
Cash flow from operations saw a sharp recovery to (298 Cr from negative territory in FY23, Positive
comfortably supporting a high 63% dividend payout ratio.
Capital expenditure includes 4.20 Cr in impaired CWIP for suspended mobile projects, though Neutral
u
aggressive 2-6 year depreciation on tech assets enhances overall earnings quality.
Earnings quality is tempered by a 1,127% spike in trade receivables to 86.27 Cr and high customer Negative
concentration, with 16.5% of revenue derived from a single client. 9
Governance remains top-tier featuring a professionally managed structure with zero promoter Positive

pledging, 50% board independence, and a formalized succession plan.

10 The primary valuation overhang is the CERC "Market Coupling" shadow pilot, which threatens the Negative
iV
core price discovery moat and could compress margins to utility levels. :

The medium-term outlook is anchored by the launch of the Coal Exchange and Carbon Market (ICX),

Positive
providing a 3-5 year growth runway beyond traditional electricity.

Investment View: ACCUMULATE; monitor the regulatory mandate on Market Coupling and trade

. . . Positive
receivable aging beyond six months.

1. Business overview (In Bullet Points)

» Business Segments: IEX operates India’s premier energy exchange, facilitating the trading of electricity
(Day-Ahead, Real-Time, Term-Ahead, and Green markets) and environmental attributes (Renewable Energy
Certificates and Energy Saving Certificates).

* Revenue Drivers: Primary revenue is derived from transaction fees (94.24% of total), which are volume-
linked, supplemented by annual subscription fees and admission fees from members.

« Cost Drivers: Major costs include employee benefits, technology expenses (platform maintenance and re-
architecture), and legal/professional fees.

« Industry Position: Dominant market leader in the power exchange space; however, it faces potential
regulatory shifts such as Market Coupling and competition from newer exchanges.



» Expansion Plans: Pivoting from a "Spot Shop" to an "Energy Hub" by expanding into Long Duration
Contracts (LDC) up to 90 days (petitioning for 11 months) and launching new verticals like the Coal Exchange
and Carbon Market (ICX).

» Acquisitions & Subsidiaries: Operates the Indian Gas Exchange (IGX) as a profitable associate (47.28%
stake) and the International Carbon Exchange (ICX) as a wholly-owned pre-revenue subsidiary.

 Capacity & Technology: Significant investment in API-based bidding and the "Energx" platform to enhance
customer stickiness; technology expenses spiked 51.86% in FY24 for RTM re-architecture.

» Geographical Presence: Pan-India operations with a strategic focus on becoming a gateway for carbon
credits through GIFT City.

2. Management commentary & outlook

» Management has shifted its strategic focus toward attacking the bilateral (off-exchange) market, evidenced by
a 600% growth in Long Duration Contracts (LDC).

» The implementation of General Network Access (GNA) and IEGC 2023 is viewed as a positive structural shift
that removes regulatory anomalies and strengthens IEX’s price discovery moat in the Day-Ahead Market
(DAM).

* Management remains dismissive of "Market Coupling," citing a CERC order suggesting "practically no merit"
in coupling for DAM/RTM, though they remain watchful of the Grid-India shadow pilot.

» The "Coal Exchange" is highlighted as a key part of the Government’s 100-day agenda, representing a major
new vertical to diversify revenue away from pure electricity.

» The Renewable Energy Certificate (REC) segment is seeing a "supply glut,” which management believes will
expand the addressable market to voluntary corporate buyers due to lower prices.

« |IEX is positioning itself to be the primary platform for Battery Energy Storage Systems (BESS), targeting the
"charging/discharging" arbitrage as battery tariffs drop.

A formal succession plan is in place with the re-appointment of Satyanarayan Goel for 3 years and the
elevation of Rohit Bajaj to Joint Managing Director to ensure leadership continuity.

» Management guidance focuses on "surplus coal" and "softening prices" as catalysts for volume growth,
moving away from the fuel-crisis narrative of the previous year.

« Management Tone: The tone is confident and aggressively defensive. Management is proactively
addressing regulatory threats by deepening the product suite (LDC, Coal, Carbon) and locking in members
through technology upgrades. There is a clear transition from being a proxy for power demand to becoming a
multi-commaodity infrastructure play.



3. Financial analysis

3.1 Financial statements

P&L statement ((JCr)

Line item Mar 2024 Mar 2023
Sales 449 401
Sales Growth % 12.05 -7
Expenses 72 64
Manufacturing Cost % 2.56 2.05
Employee Cost % 8.82 8.78
Other Cost % 4.70 5.23
Operating Profit 377 336
OPM % 84 84
Other Income 112 86
Exceptional items 21 21
Other income normal 92 65
Interest 3 2
Depreciation 20 19
Profit before tax 466 402
Tax % 25 24
Net Profit 351 306
Minority share 0 0
Exceptional items AT 15 16
Profit excl Excep 335 290
Profit for PE 335 290
Profit for EPS 351 306
Profit Growth % 16 -2
EPS (O 3.93 3.43

Dividend Payout % 63 29



Balance sheet ([ICr)

Line item Mar 2024 Mar 2023
Equity Capital 89 89
Reserves 883 710
Borrowings 10 14
Lease Liabilities 10.36 14.09
Other Borrowings 0 0.01
Other Liabilities 791 640
Non controlling int 0 0
Trade Payables 563 402
Advance from Customers 2 2
Other liability items 227 236
Total Liabilities 1,774 1,453
Fixed Assets 101 110
Building 30 30
Equipments 1 1
Computers 16 12
Furniture n fittings 2 2
Vehicles 3 3
Intangible Assets 115 115
Other fixed assets 34 29
Gross Block 202 193
Accumulated Depreciation 101 83
CWIP 4 4
Investments 1,331 1,219
Other Assets 337 121
Trade receivables 86 7
Cash Equivalents 187 65
Loans n Advances 36 2
Other asset items 28 a7

Total Assets 1,774 1,453



Cash flow statement ((ICr)

Line item Mar 2024 Mar 2023
Cash from Operating Activity 298 -23
Profit from operations 378 339
Receivables -79 80
Payables 144 -348
Other WC items -38 -1
Working capital changes 26 -269
Direct taxes -106 -93
Cash from Investing Activity -24 70
Fixed assets purchased -15 -9
Fixed assets sold 1 0
Investments purchased -26 0
Investments sold 0 104
Interest received 22 7
Dividends received 0 1
Other investing items -6 -33
Cash from Financing Activity -183 -215
Proceeds from shares 0 1
Interest paid fin -1 -1
Dividends paid -178 -90
Financial liabilities -4 -3
Other financing items 0 -122
Net Cash Flow 91 -167
Free Cash Flow 284 -31
CFO/OP 107 21
Key ratios
Line item Mar 2024 Mar 2023
Debtor Days 70 6
Inventory Days 0 0
Days Payable 0 0
Cash Conversion Cycle 70 6
Working Capital Days -501 -540

ROCE % 50 50



3.2 Financial analysis summary

* Revenue grew by 12.05% to [449.00 Cr, primarily driven by Electricity transaction fees which constitute
94.24% of the total, while PAT increased 16.00% to [B51.00 Cr, reflecting strong operating leverage as OPM
remained stable at 84.00% despite a 51.86% spike in technology expenses for RTM re-architecture.

« A significant divergence is noted in Working Capital as Trade Receivables surged 1,127% to [86.27 Cr
against a 12% Revenue growth, causing Debtor Days to balloon from 6 to 70; this resulted in a [¥9.00 Cr
cash outflow in the Cash Flow Statement, although these are secured and aged under 6 months.

 Cash from Operating Activity (CFO) recovered sharply to [298.00 Cr from -[23.00 Cr in the previous year,
largely supported by a [144.00 Cr increase in Trade Payables ([563.00 Cr on Balance Sheet), which
represent settlement dues to members, highlighting the exchange's role as a clearing conduit.

» The company maintains a zero-debt profile with Total Debt consisting only of [10.36 Cr in lease liabilities,
leading to a robust Interest Coverage of 119.00x and allowing the company to hold 1,331.00 Cr in
Investments, primarily in liquid and arbitrage funds.

« Capital Allocation remains focused on shareholder returns with a Dividend Payout of 63.00% ([178.00 Cr in
CFF), while Capex remains minimal at [15.00 Cr, resulting in a high FCF of [284.00 Cr and a ROCE of
50.00%.

 Other Income contributed [112.00 Cr to the Profit before tax of [466.00 Cr, of which [B3.47 Cr represents
non-cash fair value gains on Investments, indicating that while earnings quality is high, a portion of the profit
is subject to market volatility.

* Depreciation of [20.00 Cr is well-covered by the asset base, with aggressive depreciation policies for tech
assets (2-3 years for mobiles, 3-6 years for servers), which strengthens the quality of the Net Profit.

« Total Assets expanded to [1,774.00 Cr, but Asset Turnover moderated to 0.25x from 0.28x, suggesting that
the growth in the investment book is outpacing the growth in core exchange Revenue.

* Intangible Assets remain steady at [115.00 Cr, but potential impairment risks exist as certain projects in
CWIP ([4.00 Cir) like the "Mobile Application" have been temporarily suspended.

» Other Assets are dominated by Current Investments of [862.52 Cr in mutual funds/MLDs; Other Liabilities
include Trading Margin Deposits of [112.48 Cr (down from [136.63 Cr), suggesting a shift in collateral types
or lower open interest at year-end.

» Other Expenses were impacted by a 51.86% spike in Technology Expenses and high Legal and Professional
fees of [7.53 Cr, the latter linked to ongoing service tax and property disputes.

» The dominant financial theme of the year is a strong recovery in operational cash flows and margin
stability, enabling aggressive shareholder payouts despite a significant (but secured) spike in year-end
Trade Receivables.

3.3 Contingent liabilities & commitments

* Service Tax Dispute: The company is contesting a [1.71 Cr service tax demand (plus an equal penalty of
[1.71 Cr) before cestat regarding Cenvat Credit.

e Landlord Counter Claim: A significant commercial dispute exists with a former landlord involving a counter-
claim of [9.31 Cr for rent arrears and damages; no provision has been made.

 Capital Commitments: Negligible at [0.30 Cr, indicating no major immediate cash outflow for infrastructure
expansion.



3.9 Earnings quality & forensic checks

# Check

10

11

12

13

14

15

16

Impact

Profit 1 — earnings cash-

PAT vs CFO trend
v backed

Receivables & channel-
stuffing signal

Revenue 11 — potential
collection lag

Revenue 1 —

Revenue timing . .
conservative recognition

Revenue from related
parties %

Neutral — negligible
leakage

Inventory vs revenue
growth

Neutral — asset-light
model

Inventory valuation

Neutral — no impact
method change P

Exceptional items in
operating profit

Profit 1+ — non-recurring
boost

Profit | — conservative
accounting

Depreciation rate vs
useful life policy

Provision reversals ) .
. Profit 1 — non-cash gain
boosting PAT

Tax rate consistency Neutral — tax alignment

CWIP age and stalling
projects

Profit | — impairment
risk

Neutral — conservative
stance

Deferred tax asset
recognition adequacy

Neutral — controlled

RPT quantum and trend )
compensation

Neutral — sustainable
payouts

Dividend paid vs FCF
adequacy

Auditor Key Audit Matters
(KAM)

Neutral — high volume
complexity

Revenue 11 —
counterparty risk

Customer Concentration

4. Management & governance

Status

Notes detail

CFO improved from -[23 Cr (FY23) to [298 Cr (FY24)
due to favorable settlement payables.

Note 11: Receivables are secured/good and <6
months; spike likely due to year-end settlement cycles.

Note 3.7.1: Membership fees recognized pro-rata over
service period, preventing upfront profit inflation.

Note 45: Transactions with associate IGX decreased
44% YoY; primarily business support services.

Financial services sector characteristic; no physical
inventory risk.

No inventory reported in Balance Sheet or Notes.

P&L shows [21 Cr exceptional items in both FY24 and
FY23; impacts comparability of core ops.

Note 3.1.4: Servers (3-6 yrs) and mobiles (2-3 yrs)
depreciated faster than Schedule Il guidelines.

Note 10: Fair value gains on mutual funds/MLDs are
non-cash and subject to market volatility.

Note 3.12: DTL increased to [B0.65 Cr due to
temporary differences in investment valuations.

Forensic Check: IAUD includes temporarily suspended
projects (Mobile App, Unified Banking).

Note 2.7: Management identifies DTA recognition as an
area of significant estimation uncertainty.

Note 45: RPTs primarily involve KMP compensation
and support services to associate IGX.

Dividend payout increased to 63% from 29% YoY,
supported by strong operational cash generation.

Auditor focused on automated matching via NLDC/
RLDC and subjective Level 3 inputs ([228 Cr).

Note 27: High reliance on a single client ([¥4.09 Cr) for
a significant portion of topline.

A. Auditor Report & Key Audit Matters * Audit Opinion: Unqualified. * Key Audit Matters (KAMs): * Revenue
Recognition: Focus on the complexity of CERC regulations and high transaction volumes. Matching is
automated via NLDC/RLDC confirmations. * Fair Value of Level 3 Instruments: Valuation of [228.24 Cr in
unquoted investments requires subjective judgment and Level 3 inputs. * Auditor Change: M/sB SR &
Associates LLP is retiring after a 5-year term; M/s Walker Chandiok & Co LLP is recommended for the next 5-
year term. * Internal Controls: No reportable material weaknesses found in internal financial controls.

B. Related Party Transactions | Party | Relationship | Nature | Amount (CJCr) | Concern | | | |

| | Indian Gas Exchange (IGX) | Associate | Business Support Services | 1.13 Cr |



Operational Independence | | S.N. Goel | KMP | Remuneration | 3.96 Cr | Standard Compensation | | Vineet
Harlalka | KMP | Remuneration | 1.38 Cr | Standard Compensation | | KMP Variable Pay | KMP | Outstanding
Provision | 2.06 Cr | Pending Approvals | | Indian Gas Exchange (IGX) | Associate | Recoverable | 0.29 Cr |
Minimal |

* RPT Risk: Total RPTs ([6.47 Cr) are only 1.44% of Revenue and 2.17% of CFO, well below risk thresholds.

 Trend: Business support to IGX fell 44.33% YoY, signaling the associate's increasing operational
independence.

C. Shareholding * Promoters: 0.00% (Professionally managed company). * Foreign Portfolio Investors:
17.88%. * Domestic Institutional Investors: 17.46%. * Public: 64.66%. * Pledged Shares: 0.00%.

D. Board Composition + KMP Compensation * Board: 6 Directors; 50% Independent; 1 Woman Director (Ms.
Sudha Pillai). * KMP Compensation: * Satyanarayan Goel (CMD): [B.96 Cr (13.14% YoY growth). * Vineet
Harlalka (CFOICS): [1.38 Cr (9.52% YoY growth). * Analysis: Aggregate KMP compensation growth (12.18%)
aligns with EBITDA growth (12.20%). No compensations within the same family were identified. ESOP costs
plummeted 86.36%, shifting pay toward cash/performance-linked structures.

F. Capital Allocation & Capex | Action | FY current (OCr) | FY prior (OCr) | % of CFO | Signal | | - | ---: | -1 | ---:
| :---: | | Dividends | 178.00 Cr | 90.00 Cr | 59.73% | High Payout | | Capex | 15.00 Cr | 9.00 Cr | 5.03% | — | |
Investments (Financial) | 26.00 Cr | 0.00 Cr | 8.72% | — | | Lease Liabilities | 4.00 Cr | 3.00 Cr | 1.34% | — | |
Working Capital Investment | 26.00 Cr | -269.00 Cr | 8.72% | Recovery |

« CAPEX Analytical Notes:
o CFO Coverage: CFO/Capex ratio is 19.87, indicating massive over-coverage.
- Nature: Primarily Technology Expenses ([8.81 Cr) for RTM re-architecture and Data Centre upgrades.

o Efficiency: While revenue growth (12%) lags capex growth (66%), the spend is defensive to maintain the
exchange moat.

- Takeaway: Intangible Assets Under Development (IAUD) rose to [4.20 Cr, but suspended projects
like the "Mobile Application” pose a minor impairment risk.

H. Risks * Market Coupling (High): CERC mandate to aggregate bids across exchanges could lead to a loss of
price discovery moat and platform commoditization. * Receivables Spike (Medium): 1,127% jump in trade
receivables to [86.27 Cr could cause a working capital drag, though currently secured. * Customer
Concentration (Medium): 16.50% of revenue from a single customer creates high counterparty risk. * Cyber
Security (Medium): Vulnerability of a 24/7 platform could lead to trade disruption and reputational damage. *
Litigation (Landlord) (Low): Counter-claim of [9.31 Cr for rent/damages represents an unprovided liability if
legal defense fails.



5. Scorecard & verdict

Part a: scorecard

Dimension Key evidence One-line rationale
. . 84% OPM; LDC growth Strong moat in price discovery; successfully
Business quality 4 1 R
600% expanding into term markets.
. . D/E 0.01x; CFO [298 Cr > Zero-debt balance sheet with massive liquidity
Financial health B 1 .
PAT [B51 Cr (ad)) and recovered cash flows.
. . CFO/PAT 0.85; Aggressive High quality, though non-cash fair value gains
Earnings quality 4 1 . ) o
Depr. and receivable spike need monitoring.
Management & 4 , 50% Ind. Board; Transparent disclosures and professional
governance Succession plan management with no promoter pledging.
Capital allocation & 4 ROCE 50%; Div Payout High returns on capital and visible growth from
earnings visibility - 63% Coal/Carbon verticals.

Business positives (for this company this year) * Volume Growth: Total volumes hit 110.1 BU (+14% YoY),
driven by a 600% surge in Long Duration Contracts. * Cash Flow Recovery: CFO turned positive at (298 Cr
from -[23 Cr in FY23, supporting a 63% dividend payout. * Operating Efficiency: Maintained a best-in-class
EBITDA margin of 84% despite significant tech investments. * Strategic Diversification: IGX (Gas) contributed
[23 Cr PAT, Coal Exchange and Carbon Market provide clear 3-5 year runways. * Regulatory Tailwinds: GNA
implementation has strengthened the core Day-Ahead Market (DAM) liquidity.

Business negatives | concerns (for this company this year) * Receivables Spike: Trade receivables
ballooned 1,127% to [86.27 Cr, significantly outpacing revenue growth. * Regulatory Overhang: The CERC
"Market Coupling" shadow pilot remains a high-impact threat to the business moat. * Customer Concentration:
A single customer accounts for 16.50% of total revenue ([¥4.09 Cr). * Tech Cost Inflation: Technology
expenses spiked 51.86% YoY, rising much faster than transaction revenue. * Impairment Risk: [%.20 Cr in
CWIP relates to suspended projects like the "Mobile Application."

Overall scorecard summary IEX exhibits exceptional financial strength characterized by a zero-debt balance
sheet, 50% ROCE, and a sharp recovery in operational cash flows. While the core business moat is under
regulatory scrutiny via "Market Coupling,” management is successfully diversifying into long-duration contracts
and new commaodities like gas and coal. Earnings quality remains high due to conservative accounting policies,
though the spike in receivables and customer concentration are moderate monitorables. Overall, the business is
on a stable-to-improving trajectory as it transitions into a multi-commodity infrastructure play.



Part b: governance check matrix

# Check Status
1 Audit opinion clean? —
2 Promoter pledge = 0? —
3 KMP pay < 5% of PAT? —
4 RPT quantum < 5% of revenue? —
5 Board > 50% independent? —
6 At least 1 woman director? —
7 No statutory dues outstanding? —
8 No fraud reported? —
9 Audit trail enabled? —
10 Frequent Auditor change =

Total: 10/10 — Governance Rating: 5
Part c: investor verdict

Thesis: IEX is a high-margin, asset-light monopoly transitioning from a spot electricity exchange to a diversified
multi-commodity energy hub. Overall stance: ACCUMULATE Rationale: Strong cash flow recovery and
successful expansion into the bilateral (LDC) market offset the regulatory "Market Coupling” overhang. Re-
evaluate when: Market Coupling is officially mandated for DAM/RTM or OPM drops below 75%. BULL CASE:
Coal Exchange launch and LDC expansion capture 20% of the bilateral market, driving 25%+ PAT CAGR.
BEAR CASE: Market Coupling implementation strips IEX of its price discovery advantage, reducing it to a low-
margin utility platform. Key monitorable: Trade Receivables: [B6.27 Cr — Watch for any aging beyond 6
months or further spikes >20% of revenue.



7. Year-over-year analysis

7.1 Changes

Metric / theme Summary a status (FY23) Summary b status (FY24)

Negative CFO (-[23 Cr) Positive CFO ([298 Cr) driven by

Working ) . .
. driven by [B48 Cr outflow of (144 Cr increase in settlement
Capital & CFO .
member margins. payables.
Receivables Receivables fell 92% to [V Cr;  Receivables spiked 1,127% to
Trajectory Debtor Days at 6. (86 Cr; Debtor Days at 70.
Payouts (C187 Cr) exceeded
. / ( _) L Payouts ((178 Cr) fully covered
Capital FCF; funded by liquidating .
. . by FCF ([284 Cr); investment
Allocation [452 Cr of the investment
book grew to 1,331 Cr.
book.
Defensive; focused on Aggressively expansionary;
Management supply-side coal constraints focused on attacking the bilateral
Tone and protecting margins via market and dismissing regulatory
cost-cutting. threats.
RPT at 15.81% of revenue;
. RPT at 1.44% of revenue; no
RPT & auditor flagged a
) governance breaches reported,;
Governance remuneration breach at

. auditor rotation initiated.
associate IGX.
OPM protected by a 17% cut
in employee costs during a
revenue decline.

OPM maintained at 84% despite
a 52% spike in technology and
re-architecture expenses.

Margin Drivers

7.2 Persistent patterns

Forensic takeaway

The cash flow cycle has normalized as
member margin volatility stabilized and
settlement payables provided a float.

The massive spike in receivables
suggests a shift in year-end settlement
timing or credit terms that warrants
close monitoring for aging.

Management has pivoted from depleting
the treasury to fund dividends to a
sustainable model backed by
operational cash generation.

The shift from "survival mode" to
"market capture" reflects a more
confident outlook on power availability
and regulatory navigation.

Governance risks have significantly
receded as the associate company
achieved operational independence and
statutory compliance.

The company is now prioritizing
defensive tech spending over personnel
cost-cutting to protect its platform moat.

* Regulatory Overhang: The threat of Market Coupling remains the primary structural risk to the business

moat, transitioning from a theoretical concern to an active shadow pilot.

» Exceptional Profitability: The company consistently maintains a best-in-class OPM of 84%, demonstrating

immense operating leverage and a low-cost digital infrastructure.

» Conservative Accounting: A persistent policy of aggressive depreciation on tech assets (3-6 years)

continues to ensure high earnings quality and platform modernization.

« Capital Efficiency: IEX maintains a zero-debt balance sheet and a consistent ROCE of 50%, reflecting its

asset-light, high-moat exchange model.

« Strategic Diversification: The Indian Gas Exchange (IGX) remains a critical and growing contributor to the
investment thesis, successfully transitioning from a cost center to a profitable associate.

* Revenue Concentration: The business remains heavily reliant on transaction fees (94%+), making the
financial performance highly sensitive to national power demand and clearing volumes.

* Professional Governance: The company continues to operate with zero promoter holding and zero
pledges, maintaining a high standard of professional management and board independence.
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