Indian Energy Exchange Ltd — Jan 2023 Quarterly Analysis

1. VERDICT & BUSINESS QUALITY SNAPSHOT

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

Result: Beat on PAT; Inline on Volumes. One-line: The thesis remains in a "supply-side waiting room," where
core power volumes are throttled by high fuel costs, but the business is being fundamentally de-risked by a
massive profit scale-up at IGX and the defense of its 90%+ market share.

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 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

eat

High (Core driven)

Neutral

Strong

Stable

Q5& Q9 —GNA&
Rev Mix

Market Share &
Fuel

Harvesting /
Expansion

Stable

Stable

Strong

Widening

Strong

Stable

Reliable

Fuel Supply

Confident

Consolidated PAT of [¥7.2 Cr beat the prior context's trajectory
(069.1 Cr) due to IGX turnaround.

Standalone revenue is 81% transaction fees; IGX's [12.76 Cr
PAT is purely operational growth.

High targets for coal production (1 Bn Ton) are outside mgmt
control; product launches (HP-DAM) on track.

Delivered on IGX breakeven and profit scaling; maintained
92% market share despite intense competition.

Liquidity moat in DAM/RTM is 99%+, proving competition can
only exist in the low-margin TAM segment.

Mgmt confirmed GNA (ending double-charging) arrives April 1,
which will repatriate volumes to IEX.

Analysts pressed on HPX competition and the 242% coal
premium; mgmt signaled market share recovered to 92%.

High cash generation being funneled into ICX (Carbon) and
scaling IGX.

Consolidated EBITDA margins remain at ~85% despite
investment in new subsidiaries.

Successfully defended [0.02 fee; refused to follow competitors
into "discount wars."

High "float" benefit persists as power prices remain elevated.
IGX's 568% volume growth creates a second liquidity moat,
replicating the power exchange success.

Zero debt; cash surplus provides significant optionality for ICX
development.

Customer interaction being digitized (API/Web-based) to
reduce friction.

Consistent delivery on regulatory timelines (HP-DAM launch for
Feb).

E-auction coal premiums (242%) are pricing out industrial
buyers (Non-SEB demand down to 10%).

Dismissive of competitor price-cutting; bullish on the long-term
"Gas Economy."



Key Takeaways (Positives & Negatives): * Positives: The Indian Gas Exchange (IGX) has transformed from a
drag into a significant profit engine, contributing [12.76 Cr PAT this quarter (nearly 16% of consolidated PAT).
Market share has stabilized and recovered to 92% (consolidated) and remains ~99% in the high-margin DAM/
RTM segments, effectively neutralizing the immediate threat from HPX. The implementation of GNA and the new
Grid Code on April 1, 2023, is the major looming catalyst that will remove the "double transmission charge"
currently hurting exchange volumes. * Negatives: Core electricity volumes are flat YoY (+9% QoQ) as high e-
auction coal premiums (242%) keep sell-side bids expensive. This has effectively "priced out" industrial and
open-access consumers, whose share of demand has crashed from ~30% to 10%. Longer Duration Contracts
(LDC) are technically launched but seeing zero "clearing" traction because current market prices are too high for
Discoms to lock in. * Street Concern: Analysts are hyper-focused on when "Optimization Buy" (buying cheaper
power from the exchange to replace costly PPA power) will return. Management's response: It requires e-auction
coal premiums to drop toward the historical 35% level, which is contingent on domestic coal production hitting
the 1 Billion Ton target in FY24. * Watchpoint: April 1, 2023. The simultaneous launch of the new Grid Code and
GNA regulations will be the moment of truth for the "Volume Shift" back from bilateral contracts to the exchange.

2. BUSINESS PERFORMANCE

2A. KEY METRICS

DATA SOURCE: PPT figures used as primary source. Concall used for Mgmt Commentary.

Current Qtr

Metric Mgmt Commentary
(Q3FY23)
Electricity Volume Supply constraints (coal) hit YoY; QoQ growth
y 23.0 12.2% 1 8.5% i PPly constraints (coal) QoQ¢
(BU) driven by deficit buy.
Certificates Volume High base in Q3FY22 due to 16-month stay on
12 1 71.4% 1 36.8% ! )
(BU) REC trading.
Growth in core electricity offset by lower
Total Volume (BU) 24.2 112.6% 1 4.8% 1 "
certificates.
Driven by 81% transaction fees (standalone);
Revenue (CCr) 117.4 110.2% 1 3.1% 1 .
IGX growth additive.
Gross Margin (%) Not in doc - - - Asset-light platform model.
Core operating leverage remains strong
EBITDA (OCr) 100.4 1 10.4% 12.8% 1 _ _
despite scaling ICX.
) Slight pressure from subsidiary opex (IGX/
EBITDA Margin % 85.5% > 1 32 bps -
ICX).
Boosted by IGX profit share ([6.0 Cr net of
PAT (OCr) 77.2 1 4.3% 1 8.4% 1
tax).
ROCE (%) Not in doc - - - No prior context comparison for 9M.
Cash Flow (OCF) Not in doc - - 1 "Float" benefit high due to high clearing prices.
Net Debt / (Cash) . Cash pile likely >[1,300 Cr including
Not in doc - - 1
(OCr) settlement funds.
Calculated on increased consolidated finance
Interest Coverage 18.0x ! 1 !
costs ([b.6 Cr).
. . . High prices ([(#.56/unit) increase security
Working Capital Float-driven - - 1

deposits.



2B. SEGMENT BREAKDOWN

Segment Volume Revenue Mix Key Development
'V
s (BU) (Fee %) 4 P
DAM ) Hit by high e-auction coal costs
. 12.0 121% 52% ! Lagging . .
(Conventional) ((#.56 clearing price).

. 100% market share; used for grid
RTM 6.0 1 11% 26% 1 Leading

balancing.
. Discoms using for supply assurance;
TAM 2.3 1 40% 10% 1 Leading .
share is 49.2%.
. GTAM/GDAM gaining RPO
Green Market 1.4 1 27% 6% i Leading . )
compliance traction.
IGX (Natural 24.4m . . Profitable (PAT [12.76 Cr); scale
1 568% Subsidiary 1 Leading . )
Gas) MMBtu driven by domestic gas.

3. MANAGEMENT OUTLOOK & EXECUTION TRACKER

Required Run-

Dimension Category Management Target / Claim Rate Historical Delivery Risk Flag
Launch HP-DAM (High-Price . ) . .
. New . . Delivered LDC in Q1; High variable cost
Guidance Day Ahead Market) in Feb Immediate
Products RTM/Green scaled. cap ([12).
2023.
Launch ICX (International L .
. Carbon Within 6 Incorporated ICX in Voluntary vs
Guidance Carbon Exchange) by .
Market . months Dec '22. Compliance rules.
mid-2023.
Guidance Volume 20% long-term CAGR based Requires 25%+  Flatin FY23 YTD due Fuel availability
Growth on 5-6 year historicals. in FY24 to fuel crisis. (Coal).
. India targeting 1 Billion Ton Needs 10%+ Coal production t 16%  Logistics / Rall
Guidance Coal Supply . .
coal production in FY24. growth in 9M FY23. bottlenecks.
. Reclaim/Maintain 90%+ total Standalone is Recovered from 85% Promotional
Strategy Competition . . -
market share. ~99% in Q1 to 92% in Q3. pricing by HPX.
) LDC launched, . .
Shift volumes from 50 BU o Discom risk
Strategy LDC . ~4-5BU / Qtr clearing is low due to .
bilateral market to IEX LDC. aversion.

price.

) Implementation of GNA and . Delayed from Oct '22 Further CERC
Macro Policy Immediate

Grid Code by April 1, 2023. to April '23. delays.



4. ANALYST Q&A



Management
Analyst / Theme Underlying Response &

Evaded /

Q# Relevance Category [\ [0}

. Credibility Verdict
Firm Cluster Concern Investment
Addressed

Mohit

Kumar, New Business

DAM Products Overview

Capital

Mohit

Kumar, New Mgmt

DAM Products Outlook

Capital

Mohit

Kumar, . .
IGX Financials

DAM

Capital

Sumit

Kishore, Sty Mgmt

Axis Outlook

Capital

Status of
traction in the
long-term
duration
market (LDC).

Are there
green shoots
in LDC for the
coming
summer?

Specifics of
IGX revenue,
EBITDA, and
PAT.

Why hasn't
liquidity
improved
despite easing

Implication

Management
noted interest is
high with 50+
auctions
conducted, but
high prices mean
few have
resulted in
cleared
contracts. LDC
success is
currently blocked
by high e-auction
coal prices
deterring term
commitments.

Management
indicated that
uncertainty in
coal availability
and high e-
auction prices
make it difficult
to forecast
volume growth.
The target is the
50 BU short-term
bilateral market,
but realization
depends on fuel
cooling.

Management
confirmed Q3
operating
revenue of [18.5
Cr(vs b Crin
Q2) and 9M
profit of (16 Cr.
This confirms
IGX has
successfully
scaled and is
now a high-
margin
contributor to the
consolidated
bottom line.

Management
explained that
while coal
production is up,

Price-
locked
product

Seasonal
uncertainty

IGX scale
confirmed

Fuel
rationing
bottleneck



Q# Relevance

5 4.0
6 4.5
7 5.0

Analyst /

Firm

Sumit
Kishore,
Axis
Capital

Sumit
Kishore,
Axis
Capital

Sumit
Kishore,
Axis
Capital

Theme
Cluster

Supply

Demand

Policy

Category

Mgmt
Outlook

Business
Overview

Mgmt
Outlook

Underlying
Concern

supply-side
constraints?

When will
exchange
prices
normalize to
[B.5-4.0 level?

Impact of high
prices on
Discom
optimization
and Open
Access buyers.

Why hasn't
GNA
implementation
shifted
volumes back

Management
Response &
Investment
Implication

Evaded /

Addressed

coal is being
rationed to PPA
states first,
leaving e-auction
prices still at a
high 240%
premium. This
high variable
cost ([b+) keeps
exchange
clearing prices
elevated and
discourages
optimization.

Management
expects this
normalization
only after
August/
September
2023, following
the high-demand  None 35
summer months.
Near-term
volume growth
will remain
constrained by
these elevated
price levels.

Management
confirmed that
current volumes
are purely
"deficit buy"
(must-buy) while
"optimization
buy" and
industrial None 4.5
demand (OA)
have drastically
reduced.
Normalization of
fuel prices is the
only trigger to
unlock this latent
20-30% volume.

Management
clarified that
GNA
implementation
is tied to the Grid

None 4.0

[\[o] Credibility Verdict

Post-
monsoon
recovery

Latent
demand
trapped

April 1
catalyst



Theme
Firm Cluster

Analyst /

Q# Relevance

Sumit

Kishore, New

AXis Products

Capital

Sandeep
Agarwal,
Naredi

Supply

Sandeep
Agarwal, IGX
Naredi

10 35

Category

Mgmt
Outlook

Business
Overview

Business
Overview

Underlying
Concern

to DAM from
DAC yet?

Opportunity
and investment
size for ICX
(Carbon
Exchange).

Options for
plants when
25-year PPAs
expire.

Addressable
market size for
IGX.

Management
Response &
Investment
Implication

Code and
Transmission
Sharing
regulations,
which are
currently being
finalized.
Implementation
is now slated for
April 1st, 2023,
which should
remove the
double-charging
penalty.

Evaded /
[\[o] Credibility
Addressed

Management
intends to launch
ICX by mid-2023
and sees a
massive 200m
credit market by
2030. Initial
years will focus
on platform
development
and participant
onboarding for
voluntary credits.

None 3.0

Management
stated that plants
reaching 25
years are free to
sell via the
exchange, which
offers more
flexibility than

. None 4.0
medium-term
bilateral
contracts. This
provides a long-
term structural
volume tailwind
as old PPAs
retire.

IGX currently
holds ~1.5%
share of total
gas
consumption, but
management
sees potential for
this to grow as

None S5

Verdict

ICX launch
mid-2023

PPA-to-
Market shift

LNG price
sensitive



Q# Relevance

11

12

13

Theme
Firm Cluster

Analyst /

Category

Yash

Segment . .

4.0 Nerurkar, Mix Financials

PPFAS

Yash
4.5 Nerurkar, Regulation  Financials

PPFAS

Yash

. Mgmt
3.0 Nerurkar, Policy
Outlook
PPFAS

Underlying
Concern

Future revenue
composition as
new products
scale.

Status of
CERC review
of transaction
charges.

Implementation
of Gross
Bidding
mechanism.

Management
Response &
Investment
Implication

Evaded /
\[o]
Addressed

LNG prices
moderate from
current highs.
Future volumes
depend on LNG
falling to the
$5-6 range.

Management
expects DAM
and RTM to
remain the
dominant
engines
(currently 78%
combined) but
sees Green and
LDC growing.
Green market is
expected to
reach 10% of
total volume next
year (from 6%
now).

None

Management
noted the order
is reserved by
CERC and they
believe they
have convinced
the commission
that [0.02 is the
appropriate cap.
A favorable order
would remove
the largest
regulatory
overhang on the
stock.

None

Gross Bidding is
ready but
unusable at
current high
clearing prices
as there is no
optimization gap
for Discoms. It
will only become

None

a volume driver
once exchange
prices fall below

Credibility Verdict

4.0

4.0

Green
segment
growth

Order
Reserved

Price-
dependent
tool



14

15

16

17

Analyst /

Relevance i
irm

Nikhil
35 Nigania,
Bernstein

Nikhil
3.0 Nigania,
Bernstein

Bevam
3.0 Modi,
Ardeko

Bevam
4.0 Modi,
Ardeko

Theme

Cluster

New
Products

New
Products

IGX

IGX

Category

Mgmt
Outlook

Business
Overview

Business
Overview

Financials

Underlying
Concern

Update on
power
derivatives
launch.

Impact of
allowing
traders to
participate in
RECs.

IGX share in
total gas
volumes.

Are there one-
offs in the
[12.76 Cr IGX
profit?

Management
Response &
Investment
Implication

PPA variable
costs.

Derivatives are
expected on
SEBI-regulated
exchanges
(NSE/MCX)
within 1-2
months. This will
provide price
signals that
support the
growth of IEX’s
spot and term-
ahead markets.

Management
does not expect
traders to disrupt
the exchange
dominance
because
Discoms prefer
the transparent
price discovery
of a competitive
platform.
Exchange
remains the
preferred "no
questions asked"
audit trail.

Share is
currently ~1.5%
based on 24m
MMBtu traded in

Q3.

Management
confirmed no
one-offs; the
profit is driven by
sustainable
domestic gas
volumes from
Reliance and
ONGC. This
validates the
business
model's
profitability even
at current gas
prices.

Evaded /
[\[o] Credibility
Addressed

Verdict

Derivatives
None 4.0

near-term

Defending
None 4.0

REC moat

1.5% Gas
None 5.0

share

High quali
None 5.0 gh quality

IGX PAT



Management

. Evaded /
Underlying Response &
Category [\ [0}
Concern Investment
Addressed

Theme
Firm Cluster

Analyst /

Relevance Credibility Verdict

18

19

20

21

22

3.0

3.0

4.0

4.5

4.0

Bevam
Modi, IGX
Ardeko

Mgmt
Outlook

Bevam
Modi, IGX
Ardeko

Financials

Bevam
Modi, Demand
Ardeko

Business
Overview

Bevam
Modi, Demand
Ardeko

Business
Overview

Anshuman
Ashit, Regulation
ICICI

Mgmt
Outlook

Volume target
for IGX next
year.

Quarterly
overheads at
IGX.

Buy-side vs
Sell-side
breakdown for
Discoms.

Share of non-
SEB
(Industrial)
volume.

Future of the
(12 price cap.

Implication

Management
targets ~50m
MMBtu for next
year, implying a
100% growth
over the current
9-month run
rate.

Fixed quarterly
overheads are
~[5.5Cr,
including
salaries and
admin.

Buy-side is 90%
Discoms; Sell-
side is 65%
Discoms.
Discoms are
selling surplus
coal-based
power they get
under PPA while
buying to meet
deficits
elsewhere.

Industrial volume
has crashed to
10% (from
~30%) because
of high
exchange prices.
This represents
the single largest
"coiled spring"
for volume
recovery if prices
cool.

The cap will
continue "until
further orders"
but management
does not see it
hurting volumes
since marginal
costs are still
below [12. It
serves as a
political stabilizer
rather than an

None

None

None

None

None

5.0

4.0

Doubling
IGX volume

Specific
IGX opex

Discom-led
market

Industrial
demand hit

Price cap
neutral



23

24

25

26

Analyst /

Relevance i
Firm

Anshuman
3.5 Ashit,
ICICI

Anshuman
35 Ashit,
ICICI

Anshuman
3.0 Ashit,
ICICI

Lavanya
T, UBS

3.0

Theme

Cluster

Market
Share

Demand

New
Products

Regulation

Category

Business
Overview

Mgmt
Outlook

Mgmt
Outlook

Financials

Underlying
Concern

Market share
recovery post-

DAM recovery.

Long-term
growth
guidance for
FY24.

Volume
expectations
for ESCerts
and RECs.

Frequency of
transaction
charge
approvals.

Management
Response &
Investment
Implication

operational
constraint.

Management
noted IEX
consolidated
share is 92% (up
from 89%). They
expect market
share to revert to
higher levels as
volumes shift
back from TAM
(where
competition is) to
DAM (where IEX
is a monopoly).

Management
believes 20%
CAGR is
achievable if
market
conditions (coal)
are conducive.
Growth is tied to
5-6% GDP-led
electricity
demand growth.

ESCerts
purchase
obligation is
~3.5m units (low
liquidity); RECs
expected to
close FY23 at
~6m units. RECs
remain the
primary
certificate driver.

Management
expects this to
be a one-time
"cap" approval,
similar to trading
margins which
were fixed for 10
years. This
implies once the
CERC order is
out, the fee risk
is gone for a
decade.

Evaded /
\[o]
Addressed

Credibility

None 4.5
None 3.0
None 4.0
None 4.0

Verdict

Share
recovery
signal

CAGR
target
maintained

Certificate
outlook

Fee de-
risking



27

28

29

30

31

Relevance

3.0

85

3.0

3.5

3.0

Analyst /

Firm

Lavanya
T, UBS

Lavanya
T, UBS

Ankush
Agarwal,
Surge

Ankush
Agarwal,
Surge

Arul
Selvan

Theme

Cluster

Supply

Supply

IGX

New
Products

New
Products

Category

Business
Overview

Business
Overview

Business
Overview

Mgmt
Outlook

Business
Overview

Underlying
Concern

Why are Jan
prices high
despite winter
demand?

Shift in sell-
side share.

Addressable
gas market.

ICX: Global or
Indian focus?

Traction in
LDC vs DEEP
portal.

Management
Response &
Investment
Implication

Demand is up
10% YoY
(unprecedented);
20GW of
imported coal
capacity is idling
at 30% PLF due
to cost. Pressure
has shifted
entirely to
domestic coal,
keeping prices
high.

Discom sell-
share is 65% (up
from 30-40%
historically)
because they
have more PPA
coal than
Gencos.
Discoms are
effectively the
market's primary
liquidity
providers
currently.

Total
consumption is
160 MMSCMD;
70-75% is long-
term. IGX targets
the remaining
25-30% "short-
term" market.

ICX will be an
international
exchange, acting
as a pipe for
Indian/Southeast
Asian carbon
credits to be sold
to European/
American
buyers. Itis a
"Global-from-
India" strategy.

Management
believes IEX's
USP is payment
security (daily

Evaded /
[\[o] Credibility Verdict
Addressed

Demand/

Supply
mismatch

None 4.0

Discoms as
None 4.5
sellers

Gas
None 4.0 addressable

TAM

ICX Global
strategy

None 4.0

Credit moat
for LDC

None 4.0



Management

Evaded /
Analyst / Theme Underlying Response & s .
Q# Relevance . Category [\[o] Credibility Verdict
Firm Cluster Concern Investment
L. Addressed
Implication
payment to
generators)

whereas DEEP/
Bilateral has 30-
day lags. This
credit benefit will
eventually pull
volume from
DEEP to IEX.

PATTERN FLAGS & SENTIMENT

* Fuel Bottleneck (The Core Concern): Analysts are unified in their concern regarding high exchange prices
([4.5-6.0) killing "optimization" and industrial demand. Management’s posture was patient but firm: they
cannot control coal logistics or international LNG prices, but the domestic 1 Bn Ton target for FY24 is the
ultimate solution. This concern will remain "live" until post-monsoon data (Sept '23) proves coal inventories
have structurally stabilized.

* IGX as a Growth Hedge: Friction regarding the core electricity business was significantly offset by the
scaling of IGX. Analysts were impressed by the [12.76 Cr quarterly profit, which validates that IEX can
replicate its "liquidity moat" in other energy commaodities. This has shifted the narrative from a "one-trick
pony" power exchange to a multi-commodity energy platform.

» Competitive Resilience: Concerns about HPX (the third exchange) have notably cooled. Management's
data showing a 92% market share recovery and 99%-+ dominance in DAM/RTM suggests that the competitor
is trapped in the low-margin TAM segment. Management's refusal to cut fees signaled a "premium liquidity"
stance that analysts now seem to accept.

Analyst Sentiment Verdict: Analysts appeared cautiously optimistic. While frustrated by the slow volume
recovery in core electricity, they were convinced by the IGX turnaround and the regulatory de-risking (CERC fee
order being reserved). Management credibility remains high due to transparent data sharing on segment-specific
share. The single greatest unresolved risk is the "April 1st Grid Code" deadline—if this slips again, the volume
recovery thesis for FY24 will be severely questioned.

GUIDANCE GAPS REVEALED IN Q&A

What Mgmt Claimed

. What Q&A Revealed Gap | Walk-back Risk to Thesis
(Prior Q)
GNA Expected implementation Now slated for April 1, Implementation delayed due Delay in repatriating
Launch by Oct/Dec '22. 2023. to Grid Code linkage. TAM volumes to DAM.
. Clearing is near-zero Product is ready, but
LDC LDC to be a major short- L . FY23 volume growth to
) despite high auction "market-locked" by fuel . .
Volume term growth driver. o ) miss prior 20% targets.
activity. prices.
ICX Exploring voluntary Target launch by Now formalized as a wholly Execution risk in a new,
Launch carbon markets. mid-2023. owned subsidiary. unproven market.

5. WHAT CHANGED vs PRIOR QUARTER

Comparison between Q3FY23 and Q1FY23 (Prior Context provided).



What Changed

Prior Quarter (Q1FY23)

IGX Profitability [1.15 Cr (Quarterly PAT)

Market Share 89% (July/Q1 Context)
Coal Price Premium 293% (Q2 Avg)
New Subsidiary Discussion phase
GNA Timeline Discussion / Partial
Rev Mix (Fees) 82% of Standalone
Other Income 10% of Standalone

REC Regulation Old regime

This Quarter (Q3FY23) Direction
[12.76 Cr (Quarterly PAT) 1
92% (Q3 Consolidated) i

242% (Q3 Avg) 1 (Improving)

ICX Incorporated (Dec '22) 1
Firm Date: April 1, 2023 1
81% of Standalone -
15% of Standalone 1
New regime (No floor/ceiling) 1

INVESTOR NOTES: * The IGX Multiplier: IGX is no longer a "venture" but a core profit center. The 568%
volume growth and 427% QoQ PAT growth prove the platform model is scaling with domestic gas producers
(RIL/ONGC). * Float as a P&L Buffer: Other Income grew to 15% of standalone revenue (vs 10% in Q1). This is
the direct result of higher "float" from high power prices earning interest. This creates a natural hedge: high
prices may hurt volume-based fees, but they boost interest-based "Other Income." * The "April 1" Binary
Event: Investors should treat the April 1, 2023, Grid Code implementation as a binary event. Successful launch
unlocks double-charging relief (GNA) and HP-DAM, providing a massive 15-20% volume tailwind for FY24.

STOP HERE.
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