Indian Energy Exchange Ltd — Feb 2024 Quarterly Analysis

1. VERDICT & BUSINESS QUALITY SNAPSHOT

The punchline. Read this first — it frames everything below.

Result: Beat on PAT; Strong Beat on Volumes. One-line: The investment thesis is pivoting from "regulatory
survival" back to "operating leverage growth" as easing fuel constraints (coal/gas) and structural regulatory wins
(GNA/URS) unlock suppressed exchange volumes.

Dimension Sentiment

This Quarter

Signal | Evidence

Beat/Miss vs Guidance /
Prior Quarter

Earnings Quality

Guidance Confidence

Management Credibility

Business Quality Signal

Key Q&A Exchange

The Street's Primary
Anxiety

Capital Cycle Stage

Margin / Return Ratio
Trajectory

Pricing Power

FCF Conversion & Quality

Competitive Moat Signals

Balance Sheet Strength

Working Capital Efficiency

Mgmt Guidance Track
Record

Key Vulnerability / Red
Flag

Management Tone

Strong Beat

High (Core driven)

Strong

Strong

Improving

Q1-GNA
Implementation

Market Coupling

Harvesting /
Diversifying

Stable

Stable

Strong

Widening

Strong

Improving

Reliable

Regulatory Change

Confident / Defiant

Volume growth of 16.8% YoY vs ~8% in Q1; PAT up 25.5%
(standalone).

Growth driven by volume recovery in DAM/RTM;
transaction fees stable at 78% of revenue.

Mgmt confident in volume acceleration as coal inventory
hits 13 days and prices stabilize.

Delivered on GNA implementation (Oct 1) and corrected
market share leak to DAC segment.

Moat reinforced: Market share recovered to 95% in Dec '23
as liquidity shifted back to DAM.

Market share returned to >90% as DAC-to-DAM shift
materialized.

Mgmt reports 70% of CERC feedback was anti-coupling;
regulatory overhang is thinning.

High FCF from power; investing in ICX (Carbon) and Coal
Exchange (Future).

Consol. EBITDA margins remain >88%; PAT growth
outstripping revenue growth.

No evidence of fee compression despite competitors; REC
fees fixed at [40/cert.

Float-driven model; interim dividend of [1/share (100% of
face value).

Competitor HPX's gain in DAC has been wiped out by GNA
regulatory changes.

Cash-rich; zero debt; high dividend payout maintained.

Transition to EnergX platform and API bidding increasing
stickiness.

Successfully navigated supply crunch; delivered IGX
profitability (Tripled YoY).

Any surprise CERC move on coupling remains the single
existential risk.

Dismissive of coupling utility; extremely bullish on summer
supply liquidity.



Key Takeaways (Positives & Negatives): * Positives: The implemention of GNA (General Network Access)
on Oct 1 has effectively destroyed the arbitrage that allowed newer exchanges to gain share in the DAC market;
IEX electricity market share recovered to 96-97% in December. Supply-side constraints have "broken"—coal
production is up 13.1%, and e-auction premiums crashed to 40% (vs 288% in Dec '22), allowing clearing prices
to fall to (5.00/unit, which triggers Discom buy-side demand. * Negatives: IGX volumes saw a sharp 65% YoY
decline this quarter due to demand-supply volatility, though it remains profitable. Green Market (GDAM/GTAM)
volumes are still lagging (declining YoY) as states like Karnataka consumed their own RE power due to low
rainfall. * Street Concern: Market Coupling remains the ghost in the room. Management's defense is now data-
backed: they claim 70% of the 124 industry stakeholders who responded to CERC'’s paper (including ex-
regulators and academics) opposed coupling, arguing it would stifle innovation and competition. * Watchpoint:
The upcoming summer (Q1 FY25) demand peak of 256 GW. If the supply of imported coal and gas-based power
(variable cost now [#-6/unit) holds, IEX could see record-breaking daily volumes.

2. BUSINESS PERFORMANCE

2A. KEY METRICS DATA SOURCE: PPT id=2288. Concall id=2287 used for commentary.

Current Qtr
Mgmt Commentary

(Q3)

Growth driven by supply easing; DAM up 17.5%

Total Volume (BU) 28.3 1 16.8% 1 6.8% 1

vs Q1.

Volume growth + higher other income (18% of
Revenue (Consol) 141.2 1 20.3% 1 6.2% 1 i

Higher operating leverage; EBITDA margin at
EBITDA (Consol) 124.7 1 24.2% 1 7.1% 1

88.3%.
EBITDA Margin %  88.3% 1 280 bps 1 70 bps 1 Scalability of exchange model visible.
PAT (Consol) 91.8 1 18.9% 16.1% 1 Strong growth in core transaction fees.
PAT (Standalone) 89.3 1 25.5% 1 6.6% 1 Standalone performance outpaced consolidated.

. ) . Lower prices (vs [6.6/unit in Q3'23) driving buy-

Avg Clearing Price  [5.00/unit 124.2% 1 15.0% i .

side demand.

Estimated cash surplus; interim dividend of [/
Net Debt / (Cash) (600+) 1 - - .

share.
IGX PAT (9M) 18.6 1 14.1% N/A 1 IGX remains profitable despite volume volatility.
REC Volume Increased frequency (2x/month) and zero floor

20.3 1 65.0% 1 1 .

(Lakhs) price.

2B. SEGMENT BREAKDOWN



Segment

Rev Mix

%

Avg

vs Company

Key Development

DAM
(Conventional)

RTM

TAM

Green Market

Certificates (REC)

15.0 (Est)

7.9 (Est)

2.8 (Est)

0.4

20.3 Lakhs

1 30% 48%

GNA regs shifted 5.0 BU back from

1 Outperforming
(QoQ) (9M) DAC to DAM.
28% . API bidding/automation driving
1 16.8% 1 In-line L
(9M) stickiness.
14% . Shift to DAM post-GNA
! ! Lagging . .
(9M) implementation.
Supply shortage in hydro/wind-rich
| 3% (OM) | Weak Sy e
states.
. Fungibility and more frequent
1 65.0% 7% (OM) 1 High Growth

auctions.

3. MANAGEMENT OUTLOOK & EXECUTION TRACKER

Dimension

Category

Management Target /
Claim

Required Run-Rate /
Mathematical
Feasibility

Historical Delivery

Risk Flag

Guidance

Guidance

Strategy

Strategy

Strategy

Macro

Volume

New Products

Regulatory

Diversification

Market Share

Fuel
Availability

Demand to exceed
256 GW in FY25.

Launch of 11-month
contracts (Long
Duration).

Un-requisitioned
Surplus (URS) power.

International Carbon
Exchange (ICX).

Recover share from
DAC to DAM.

Coal production to hit
1.2 Bn tonnes by
2026.

Requires ~10%
generation growth.

Awaiting CERC final
approval.

GenCos must offer
URS or lose fixed
costs.

Launching via GIFT
City (USD trades).

Maintain >90% share.

Current 9M at 684 MT;
on track.

Delivered 16.8% growth
in Q3 as constraints
eased.

Delivered TRAS/
Ancillary and HP-TAM in
2023.

Implemented in Grid
Code Oct 1; seeing
early volumes.

IGX (Gas) is now
profitable 9M FY24.

Electricity share hit
96-97% in Dec '23.

Coal inventory improved
from 10 to 13 days YoY.

Summer
heatwave
intensity.

CERC timeline.

State
compliance.

Global carbon
price.
Competitor

pricing.

Logistics
bottlenecks.



4. ANALYST Q&A



Theme
Firm Cluster

Analyst /

Q# Relevance

Mohit
Kumar,
ICICI

GNA Regs

Mohit
Kumar,
ICICI

URS Power

Guy Spier,

. Regulation
Aquamarine

Category

Management
Outlook

Management
Outlook

Management
Outlook

Underlying
Concern

Have you
gained any
market
share after
the new
GNA
regulation
kicking in?

What has
changed in
this
particular
quarter
regarding
un-
requisitioned
surplus?

Best
estimate of
when
Market
Coupling will
be taken up

Management
Response &
Investment
Implication

Management
confirmed
overall
market share
hit 91% in
Nov and 95%
in Dec, with
electricity-
only share
reaching
96-97%. This
validates the
thesis that
IEX's DAM/
RTM liquidity
moat is
impenetrable
once
regulatory
arbitrage
(DAC) is
removed.

Management
explained
that the new
Grid Code
removes the
need for
beneficiary
consent, and
draft rules
will penalize
GenCos for
not bidding
URS. This
effectively
forces
"trapped"
power onto
the
exchange,
providing a
new
structural
volume floor.

Management
noted that
70% of
CERC's
discussion
paper
respondents

Evaded /
\[o]
Addressed

None

None

Exact
timeline
(stated "not
able to give

any").

Credibility Verdict

5.0

Liquidity
Moat
Confirmed

Supply
Unlock

Overhang
Receding



Q# Relevance

Analyst /

irm

Ankit
Kanodia,
Smart Sync

Nikhil
Abhyankar,
ICICI

Theme
Cluster

Carbon
Market

REC

Category

Business
Overview

Business
Overview

Underlying
Concern

and how it
unfolds?

Where are
we in the
International
Carbon
Exchange
(ICX)?

What
exactly do
you mean
by the
fungibility of
REC?

Management
Response &
Investment
Implication

Evaded /
[\[o] Credibility
Addressed

opposed
coupling, and
CERC is now
analyzing
alternate
options. The
implication is
that coupling
is no longer
an immediate
threat but a
long-drawn
regulatory
process
involving
multiple
drafts and
software
trials.

Management
is pursuing a
GIFT City
launch to
facilitate
USD-to-USD
transactions
between
Indian sellers
and global
buyers. This
strategic
pivot solves
the currency

None 4.0

conversion
hurdle and
positions ICX
as a high-
margin global
marketplace.

Management
explained
that all REC
categories
(Solar/Wind/
Hydro) are
now None 5.0
combined
into one
category with
technology-
based
multipliers.

Verdict

GIFT City
Pivot

Volume
over Price



Q# Relevance

Analyst /

irm

Rohit Bajaj
(IEX ED)

Devesh
Agarwal,
IFL

Theme
Cluster

LDC
Contracts

Pricing

Category

Management
Outlook

Financials

Underlying
Concern

Should we
expect a
spike in
Long
Duration
Contracts
(LDC) in
Q4?

Is there any
risk to the
40/
certificate
tariff given
falling REC
prices?

Management
Response &
Investment
Implication
This
simplification
has
liquidated a
massive 2.5

Evaded /
[\[o] Credibility
Addressed

Crore unit
inventory,
ensuring high
transaction
fee volumes
despite lower
certificate
prices.

Management
confirmed
LDC volumes
are already 1
BU/month (vs
2 BU total
last year) as
Discoms lock
in power for
the summer.
This
suggests a
significant
revenue

None 4.5

buffer even
before the
spot market
peak in April/
May.

Management
clarified the
fee is fixed
and price-
insensitive,
as per
regulatory
design to
prevent the
exchange
from favoring
higher prices.
This protects
IEX's take-
rate from the
current
deflation in
carbon/green
certificate

None 5.0

prices.

Verdict

Seasonal
Front-
loading

Fee
Protection



Analyst | Theme

Q# Relevance

Firm Cluster

Devesh
8 4.0 Agarwal,
IFL

Fuel

Outlook

Ravi
9 3.0 Naredi,
Naredi

Management

Governance

Underlying
Concern

How much
incremental
supply can
come from
gas/
imported
coal in the
summer?

What is the
status of the
separation
of MD and
Chairman
roles?

Management
Response &
Investment
Implication

Evaded /
[\[o] Credibility
Addressed

Management
expects
10-12 GW
from
imported coal
and 12 GW
from gas-
based plants
(at [4.5-6.0/
unit cost) to
be available.
This supply
"buffer”
prevents the
price spikes
that
previously
drove buyers
back to
bilateral long-
term

None 4.0

contracts.

S.N. Goel
currently
holds both;
the company
isin the
process of
identifying a
new MD. This
is a standard
corporate
governance
cleanup that
should

one 3.0

resolve over
the next 1-2
guarters.

Verdict

Supply
Reliability

Leadership
Transition

PATTERN FLAGS & SENTIMENT * The "Coupling"” Defusal: Analysts are still probing Market Coupling, but
the intensity has shifted from "fear of death" to "timeline of implementation." Management successfully shifted
the narrative by highlighting that 70% of industry experts (not just IEX) oppose it. Sentiment: Skeptically
Optimistic. * The GNA Regulatory Pivot: There was high interest in how GNA (General Network Access)
changed the competitive landscape. Management was very confident in showing that DAC (where competitors
grew) has effectively been neutered, returning share to IEX's DAM moat. Sentiment: Highly Convinced. * Fuel
Price Sensitivity: Analysts were focused on the "Variable Cost" of gas and imported coal. Management's ability
to quote specific price points ([4.5 for coal, [6 for gas) as viable for exchange clearing was the highlight of the
call. Sentiment: Positive.

Analyst Sentiment Verdict: The mood has significantly improved vs Q1/Q2 FY24. Analysts are no longer
asking "if* IEX will survive competition, but "how much" it will grow as fuel becomes abundant. The primary



friction point remains the regulatory timeline for new products (11-month contracts), which CERC has not yet
cleared.

GUIDANCE GAPS REVEALED IN Q&A | Topic | What Mgmt Claimed (Opening / Prior Q) | What Q&A Revealed
| Gap / Walk-back | Risk to Thesis |

| | | | | | | Market Coupling | Not needed in
India. | CERC is analyzing "alternate options." | CERC may implement a "lite" version or alternate liquidity tools
instead of full coupling. | Lower than total loss, but still a regulatory shift. | | IGX Growth | Gas market to lead
diversification. | Volumes down 65% in Q3. | High price volatility makes gas volumes more "hit-or-miss" than
power. | IGX remains a "bonus" rather than a "core" floor for now. |

5. WHAT CHANGED vs PRIOR QUARTER

What Changed Prior Quarter (Q1 FY24) This Quarter (Q3 FY24) Direction
Electricity Market Share ~89% (July) 96-97% (December) 1

Coal Inventory 10 Days 13 Days 1

Avg. Clearing Price [6.17 / unit [5.00 / unit 1 (Affordability)
DAC vs DAM Volume DAC was 2.6 BU DAC fell to 0.4 BU (Post-GNA) 1 (Shift to Moat)

Market Coupling Sentiment High Anxiety / Ministry Directive 70% Stakeholder opposition reported 1 (Reduced Risk)

IGX Profitability (9M) Turnaround phase [18.6 Cr PAT (14% Growth) 1
REC Trading 1x Per Month 2x Per Month + Fungibility i
Dividend None [1.00 Interim Declared 1

STOP HERE.
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