
IRB InvIT Fund — May 2025 Quarterly Analysis

1. VERDICT & BUSINESS QUALITY SNAPSHOT

Result: Inline One-line: The transition from a "melting ice cube" to a perpetual vehicle has slowed as the

sponsor’s asset drop-down offer was downsized from 5 to 3 assets, effectively reducing the expected portfolio

life extension while the overhang of equity dilution at a steep discount to NAV remains the primary hurdle for

unitholders.

Dimension This Quarter Signal / Evidence Sentiment

Beat/Miss vs

Guidance / Prior

Quarter

Inline
DPU maintained at ₹2.00; FY25 Toll Revenue of ₹945 Cr is a 3.3%

YoY increase.
🟢

Earnings Quality Moderate
PAT declined 4.5% YoY (₹356 Cr vs ₹373 Cr) due to higher interest

costs and depreciation, despite higher EBITDA.
🟡

Guidance Confidence Neutral
Revised acquisition timeline of 2-3 months provided, but previous 5-

asset target was cut to 3.
🟡

Management Credibility Neutral

Management defended the asset drop-down reduction as "right-

sizing," but it suggests difficulty in funding larger deals at current

valuations.

🟡

Business Quality Signal Stable
Core assets (TC, JD) show robust 10-16% April revenue growth;

sovereign-backed HAM (VK1) performing better than guidance.
🟢

Key Q&A Exchange
Q5 & Q11

(Dilution)

Investors expressed sharp concern over issuing units at a discount

to NAV; mgmt. noted the concern but insisted on dilution's necessity.
🔴

The Street's Primary

Anxiety
NAV Dilution

Fears that an equity raise at the current unit price (~₹65) vs. NAV

(~₹95) destroys value for existing holders.
🔴

Capital Cycle Stage Consolidation
Shifting from harvesting existing cash flows to a necessary, dilutive

expansion phase to replace expiring assets.
🟡

Margin Trajectory Stable EBITDA Margin maintained at 82.5% (FY25 consolidated). →

Pricing Power Stable
3.5% WPI-linked tariff hike effective April 2025; lower than historical

5% averages.
🟡

FCF Conversion &

Quality
Weak

CFO-to-PAT is healthy, but NDCF is constrained by mandatory NHAI

premium payments at the TC project level.
🟡

Competitive Moat

Signals
Stable

Portfolio remains anchored by Golden Quadrilateral assets with high

commercial vehicle (CV) traffic.
🟢

Balance Sheet Strength Adequate
Consolidated leverage post-acquisition projected at 38.4%, well

within the 49% regulatory/covenant cap.
🟢

Working Capital

Efficiency
Stable

Toll collections are immediate; risk of farmer protests at Pathankot is

hedged by Force Majeure clauses.
🟢

Mgmt Guidance Track

Record
Reliable

Consistent ₹8.00 DPU delivered for three consecutive years despite

regional volatilities.
🟢

Key Vulnerability / Red

Flag

Asset Expiry

Cliff

The MVR asset (16% of NDCF) expires in FY27, creating a high-

stakes race to close accretive acquisitions before then.
🔴

Management Tone Cautious
Shifted from the "growth-heavy" tone of Q3 to a more "defensive/

stable" tone focused on "win-win" scenarios.
🟡



Sentiment: 🟡 Neutral

Key Takeaways: * Positives: Traffic momentum is accelerating post-elections, with April 2025 portfolio revenue

up 10% YoY. The acquisition of 3 assets (Hapur-Moradabad, Kaithal-Rajasthan, Kishangarh-Gulabpura) will

extend the Trust's Weighted Average Life (WAL) from 14 to 17 years, improving eligibility for long-term

institutional capital. * Negatives: The "expansion thesis" took a haircut as the target portfolio EV dropped from

₹15,000 Cr to ₹8,500 Cr. Furthermore, the PAT contraction in FY25 (despite higher revenue) highlights the rising

cost of debt (8.9%) and the weight of premium deferment liabilities. * Street Concern: Analysts are hostile

toward a potential preferential placement that ignores existing retail unitholders while pricing at a 30%+ discount

to NAV. Management's response that "existing investors can buy units from the market" did not alleviate

concerns regarding the dilutive impact of new issuance. * Forward Watchpoint: The final funding mix for the

₹8,500 Cr acquisition (specifically the ratio of Rights Issue vs. Institutional Placement) will be the definitive signal

of management's alignment with minority unitholders.

2. BUSINESS PERFORMANCE

2A. KEY METRICS Data Source: PPT figures as primary; Concall for Mgmt Commentary.

Metric
Current Qtr

(Q4)

YoY

Change

QoQ

Change
Trend Mgmt Commentary

Total Income (₹

Cr)
280.00 ↑ 1.1% ↓ 0.7% →

Full year income ₹1,110 Cr. Q4 hit by one less

day (non-leap).

Toll Revenue (₹

Cr)
240.00 ↑ 3.9% ↑ 0.8% →

Volume-driven growth. April 2025 saw a strong

10% jump.

EBITDA (₹ Cr) 230.00 ↑ 4.5% ↓ 0.4% →
Margin stable at ~82%. Growth driven by organic

traffic.

EBITDA Margin % 82.14% ↑ 270 bps ↑ 23 bps ↑
Resilient margins despite rising O&M costs in

older assets.

PAT (₹ Cr) 83.00 ↓ 11.7% ↓ 8.8% ↓
Impacted by higher interest (8.9% avg) and

depreciation.

NDCF (₹ Cr) 116.00 → 0% → 0% →
DPU kept at ₹2.00 to maintain steady payout

history.

Traffic Growth (%) 6.7% ↓ vs 8% ↑ vs Q3 🟡
Pathankot (PA) hit by 27-day protest; TC/JD

robust at 7-9%.

Distribution (₹/

unit)
2.00 → 0% → 0% →

₹1.69 Interest, ₹0.26 Dividend, ₹0.05 Capital

Return.

Net Debt (₹ Cr) 2,300.00 Not in Doc → 0% →
Net debt/EV at 0.3x; significant headroom for

acquisition.

Interest Coverage

(x)
3.12x ↓ ↓ 🟡

EBITDA (916) / Interest (294). Impacted by

MCLR hikes.

Cash Flow (OCF) 916.00* ↑ 3.4% N/A →
*Using EBITDA as proxy; actual FCF hit by

premium pay.

Working Capital 30 Days → → →
Toll is cash/Fastag; TA project work finally

complete.

2B. SEGMENT BREAKDOWN (Asset-wise)



Project
Revenue / Day

(₹ Cr)

YoY Growth

(April '25)

Res. Life

(Yrs)
Trend

vs

Avg
Key Development

Tumkur

Chitradurga (TC)
1.24 ↑ 16.0% 16.6 ↑ Above

Primary engine; revenue CAGR

(HTM) 9.1%.

Jaipur Deoli (JD) 0.55 ↑ 10.0% 20.5 ↑ Above
Traffic CAGR (HTM) 5.2%; central

education/mining hub.

Pathankot

Amritsar (PA)
0.44 Not Stated 1.7 ↓ Below

Hit by 27 days of protest in Q3;

FY25 growth flat.

MVR (Namakkal) 0.49 Not Stated 1.0 ↓ Below
Concession ends Jan '27; capital

being returned.

Vadodara Kim

(VK1)
0.19 (Avg) N/A 12.0 → Inline

HAM asset; annuity + interest

provides floor.

3. MANAGEMENT OUTLOOK & EXECUTION TRACKER

Dimension Category
Management Target /

Claim
Mathematical Feasibility Historical Delivery

Risk

Flag

Guidance Distribution
Maintain steady DPU

(₹8.00 base).

Feasible if acquisitions close by

Q2 FY26.

Delivered ₹8.00 for 3

years.
Medium

Guidance Tariff 3.5% revision for FY26.
Fixed 3% + 40% WPI logic; WPI

was low in Dec.

Consistent with

formula.
Low

Guidance Acquisition
Close 3-asset deal in 2-3

months.

High; smaller size (₹8.5k Cr)

easier to digest.

Downsized from 5

assets.
Medium

Strategy
Portfolio

Life
Increase WAL to 17 years.

EV-weighted math confirms this

shift.
14 yrs currently. Low

Strategy Funding
Mix of Debt & Equity (up

to 49% LTV).

Needs ~₹4,800 Cr equity. High

dilution risk.

First major equity

raise.
High

Macro Traffic
5-6% sustainable traffic

growth.

Correlated to GSDP (7.5%+) in

key states.

Delivered 6.7%

(FY22-25).
Low

Balance
Cost of

Debt

Benefit from MCLR reset/

RBI cuts.

Floating rate linked to MCLR +

25-40 bps.

Rates currently at

8.9% peak.
Medium



4. ANALYST Q&A



Q# Relevance
Analyst /

Firm
Category

Underlying

Concern

Management

Response &

Investment

Implication

Evaded Credibility Verdict

1 4.5
Dhvaneet

Savla
Financials

"This year a

significant part

of the DPU

came from

capital

reduction.

Should it be a

cause of

worry?"

Management

explained that as

projects like MVR

approach the end of

their concession life,

debt repayment from

SPV to Trust

increases, resulting

in higher capital

distribution. This

signifies a depleting

asset base unless

replaced, a core risk

for yield-focused

investors.

None 5.0
Structural

signal

2 3.5
Dhvaneet

Savla

Business

Overview

"Does the

concession

agreement

cover damages

caused to the

highway due to

war [near

border

projects]?"

Management

confirmed that

clauses for "acts of

war" and Force

Majeure provide

clear compensation

and insurance

coverage. This

mitigates terminal

value risk for

Pathankot, though

temporary cash flow

halts remain a

nuisance.

None 4.5
Risk

hedged

3 5.0 Prashanthi Financials

"Borrowing is

proposed at

8.9% whereas

market rate for

AAA entities is

around 7.3%.

Why a bank

loan at 8.9%?"

Management

clarified their debt is

floating (MCLR-

linked) and they

expect automatic

benefits as RBI/

MCLR rates

decrease. High

current interest costs

are a 160bps drag

compared to

potential bond

market refinancing.

None 3.0
Cost

drag

4 4.5 Saurav
Mgmt

Outlook

"What are the

timelines to

close this [3-

asset]

transaction?

Looking at

equity dilution

to raise

money?"

Management

expects closure in

2-3 months and

confirmed that the

acquisition (~₹48-50

Bn equity value)

cannot be fully debt-

funded. This

guarantees a

None 4.0
Dilution

alert



Q# Relevance
Analyst /

Firm
Category

Underlying

Concern

Management

Response &

Investment

Implication

Evaded Credibility Verdict

massive upcoming

unit issuance which

is the primary source

of current price

volatility.

5 5.0 Prashanthi Financials

"Selling units at

a discount to

NAV, will it not

affect the entire

organization?

Who is going to

benefit?"

Management argued

that adding assets

increases the Trust's

life and historical

additions have led to

capital appreciation.

They failed to

address the

immediate book

value destruction for

existing holders,

labeling it a "win-

win" based on

terminal value.

Impact

on

current

NAV

2.0 Evasive

6 4.0
Rajiv

Malhotra
Governance

"Exactly 4 to 5

months ago,

you got an offer

for 5 assets...

and now it has

gone to 3. Did

you say no?"

Management

claimed the 5-asset

offer simply expired

and the revised 3-

asset offer is "right-

sized" for quicker

execution. The

reduction suggests a

lack of appetite or

funding capacity for

a ₹15,000 Cr deal at

the current unit

price.

True

reason

for drop

3.0
Strategic

shift

7 4.5
Ashwini

Agarwal
Financials

"What kind of

project IRRs

are you looking

at for the 3 new

assets?"

Management guided

for a levered IRR of

13.5% to 14%

(unlevered at

12-12.5%). This is

marginally accretive

vs. the Trust's

current 11.5% cost

of equity, assuming

no further tariff

disappointments.

None 5.0
Accretion

clear

8 4.0
R.D.

Khanna
Financials

"You are

repaying

capital... but I

would suffer a

loss of ₹20

[market price vs

NAV]. How will

Management

explained that

capital distribution is

a SEBI mandate

mirroring SPV flows

and that IRR

assumes total capital

recovery. They

None 4.0
Technical

logic



Q# Relevance
Analyst /

Firm
Category

Underlying

Concern

Management

Response &

Investment

Implication

Evaded Credibility Verdict

you

compensate?"

essentially told the

investor that market

price fluctuations are

separate from the

fundamental IRR of

the asset.

PATTERN FLAGS & SENTIMENT * The "Dilution Friction": The Q&A was dominated by a sharp divide

between management's "Growth at any cost" strategy and investors' "NAV Protection" concerns. Multiple

analysts pushed for a Rights Issue to prevent retail dilution, but management was non-committal, favoring

"flexibility" to talk to new institutional investors. * Asset Depletion Anxiety: There is high awareness that MVR’s

expiry in FY27 creates a "hole" in NDCF. Management’s defensive posture regarding the downsized acquisition

(from 5 to 3 assets) indicates they are prioritizing transaction certainty over aggressive scale. * Analyst

Sentiment Verdict: Analysts were skeptical and defensive. While they acknowledge the need for asset

additions to make the InvIT "perpetual," there is significant distrust regarding the pricing of the upcoming equity

raise. Management’s credibility on interest rate management is also being questioned as they remain on high-

cost bank debt (8.9%) while peers have refinanced through cheaper bonds.

5. WHAT CHANGED vs PRIOR QUARTER

What Changed Prior Quarter (Q3 FY25) This Quarter (Q4 FY25) Direction

Acquisition Size
Non-binding offer for 5 assets (₹15,000 Cr

EV).
Revised offer for 3 assets (₹8,500 Cr EV). ↓

Portfolio Life

Target
Projected increase in WAL to 19 years. Projected increase in WAL to 17 years. ↓

Asset Expiry Risk MVR had ~1.5 years left.
MVR now has <1 year left; 16% NDCF at

risk.
↓

Traffic Momentum "Temporary halt" due to protests.
"Robust rebound" with 10% April revenue

growth.
↑

Interest Cost Tone "Expect rates to peak."
"Awaiting RBI cuts" to lower 8.9% floating

cost.
→

Funding Clarity Evaluation phase.
Equity dilution confirmed; timeline 2-3

months.
🔴

NAV Outlook NAV stable at ₹98.
NAV dropped to ₹95 due to lower tariff

(3.5%).
↓

INVESTOR NOTES: * The "WAL" Trade-off: By dropping two assets (likely the more complex or expensive

ones), the Trust has sacrificed 2 years of weighted average life extension (17 vs 19). This makes the Trust

slightly less attractive to the "15-year minimum" pension fund mandate. * CFO-to-PAT Bridge: PAT is lower than

last year despite higher EBITDA because of the interest burden on premium deferment. Cash generation is

strong, but a significant portion is being "tax-efficiently" returned as capital rather than interest, suggesting the

Trust is in a heavy amortization phase. * The Dilution Overhang: With a current unit price at ~₹65 and NAV at

~₹95, any equity issuance (unless a Rights Issue) will be significantly dilutive to existing unitholders. This

remains the #1 risk to the thesis.
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