Indian Energy Exchange Ltd — Oct 2024 Quarterly Analysis

1. VERDICT & BUSINESS QUALITY SNAPSHOT

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

Result: Strong Beat One-line: Massive volume growth (+38% YoY) and structural margin expansion (90%
EBITDA) prove that IEX’s liquidity moat is widening, despite the noise surrounding market coupling.

Dimension This Quarter Signal | Evidence Sentiment
Beat/Miss vs Guidance / Volumes (36.7 BU) and Revenue ([167.8 Cr) exceeded consensus
. Strong Beat ) |
Prior Quarter and internal run-rates.
. . High (Core Growth driven by a 38% jump in trading volumes; other income
Earnings Quality ) . O
driven) share of revenue decreased to 17% vs 20% in Q1.

. ) Management remains aggressive on diversification (Coal, Carbon,
Guidance Confidence Strong . ) . O
EPR) while core volumes hit record highs.

. Proactive fee rationalization in RECs and high technical clarity on
Management Credibility Strong regulatory matters (DSM, LPSC) O

Total sell-side liquidity increased 41% YoY; the exchange is

Business Quality Signal Improvin
Quality Sig P g benefiting from an "over-supply" of coal and gas.

. Mgmt stated "simulation showed no merit" in coupling; reinforces
Key Q&A Exchange Q10: Coupling . . O
moat against regulatory interference.

The Street's Primary Market Mgmt dismissed coupling as "not going to happen" due to lack of 0
Anxiety Coupling social welfare gain in CERC simulations.
. ) Asset-light model; cash surplus at (900 Cr+; paying out 65-70% of
Capital Cycle Stage Harvesting O
PAT.
Margin / Return Ratio . . . .
Improving Consolidated EBITDA margin expanded to 90.1% vs 86.8% in Q1. O

Trajectory

. Rationalized REC fees to [0 to maintain volume dominance;
Pricing Power Stable - . . o
electricity fees remain fixed at 2 paise.

FCF Conversion & Quality ~ Strong Consistent PAT to dividend translation; zero debt. O

» . o 99.5% market share in DAM/RTM,; total liquidity growth (41%) far
Competitive Moat Signals Widening . O
outpaces competitors.

Balance Sheet Strength Strong Zero debt; significant cash surplus for new exchanges (Coal/EPR). O
Working Capital Efficiency  Stable Standard exchange settlement cycles; no inventory risk. O
Mgmt Guidance Track Reliable Delivered on volume growth acceleration despite a flat national 0
Record demand quarter (+0.5%).

Key Vulnerability / Red Regulatory .

Flag 16 Pending CERC approvals for 11-month contracts and Green RTM. O

Dismissive of competition/coupling; focused on storage (BESS) as

Management Tone Confident e
a volume multiplier.

Key Takeaways: * Positives: Total volumes grew 38.2% YoY, significantly decoupling from national power
demand (+0.5%), driven by supply-side easing (coal production +6%, imported coal prices down) which
increased sell liquidity by 41%. The RTM (Real-Time Market) has reached 30% of the product mix, providing



high-margin growth. Battery Energy Storage (BESS) costs have plunged ~75% in a year, which management
views as a "volume multiplier” for the exchange (one charge, one discharge = two transactions). * Negatives:
IGX (Gas) profits declined to [6.1 Cr (from [7.8 Cr YoY) as volumes fell, though H1 performance remains up
20%. The reduction in REC transaction fees (from [20 to [10) is a margin-per-unit trade-off to ensure
compliance and volume flow. * Street Concern: Analysts remain fixated on Market Coupling. Management
provided a definitive rebuttal, noting that CERC’s 3-month simulation found no merit in coupling DAM or RTM,
and the SCED-RTM coupling study is expected to show similarly negligible benefits. * Forward Watchpoint:
Watch for the CERC order on 11-month Long Duration Contracts (LDC), which would allow IEX to challenge the
bilateral "DEEP" portal's dominance in the 1-12 month segment.

2. BUSINESS PERFORMANCE

2A. KEY METRICS

DATA SOURCE: PPT figures primary. Concall used for commentary and Standalone Revenue breakup.

Current

Metric Mgmt Commentary
Qtr
Total Trading Volume Record quarter; growth far ahead of 5.6% H1
36.7 1 38.2% 1 20.7% 1 :
(BU) national demand growth.
- Driven by better fuel availability and high
Electricity Volume (BU) 30.4 119.2% 1 7.8% ) .
liquidity.
REC Traded Volume Volumes surged as prices dropped to [110-120/
6.3 (63L) 1 277% 1 43% 1
(BU/Lakhs) REC.
Standalone Revenue: [154.5 Cr. Transaction
Revenue (Consol) (OCr) 167.8 1 26.2% 1 8.6% 1 .
fees are 80% of mix.
Consolidated figure from PPT. High operating
EBITDA (Consol) (OCr) 151.2 1 25.9% 112.9% 1
leverage.
. Calculated as 151.2/167.8. Standalone margin
EBITDA Margin % 90.1% 1 20 bps 1 330 bps ) . .
remains higher.
PAT (Consol) (OCr) 108.3 1 25.2% 112.3% 1 Standalone PAT at [106.1 Cr (+28% YoY).
Prices stable at $12/MMBtu; volumes expected
PAT (IGX) (OCr) 6.1 1 21.8% 118.7% ! _ o
to pick up in winter.
EPS (D 1.21 1 24.7% 112.0% 1 Core volume growth flowing to bottom line.
ROCE (%) Not stated - - - Asset-light model typically maintains 40%-+.
Cash Flow (OCF) Notindoc - - - T+1 settlement ensures high conversion.
Surplus includes investor money; safety net for
Net Debt / (Cash) (JCr) (900+) = = - .
clearing.
Standalone Transaction Share of revenue increased as other income
80% 1 200 bps 1 300 bps )
Fees share fell.

2B. SEGMENT BREAKDOWN



Market

Segment
. Share

Key Development

RTM hit highest ever monthly volume of 3.5

DAM / RTM ~28.2 ~19% 99.5% 1 Core )
BU in Sept.
TAM ) Market share lower here due to competition
) ~2.2 Variable 40.0% ! Below

(Bilateral) from other exchanges.

6.3 ) Fees halved to [10 to stimulate 3.5 Cr
RECs 277% 60.0% 1 High " )

(Lakhs) certificate inventory.

118L . Long duration contracts (3M/6M) filed with
IGX (Gas) 1 39% ~2.0% ! Developing

MMBtu PNGRB.

3. MANAGEMENT OUTLOOK & EXECUTION TRACKER

Dimension

Category

Management Target /

Claim

Required Run-Rate /

Historical Delivery

Mathematical Feasibility

H1 at 30% growth; on track to

) Volume 17-18% CAGR based on .
Guidance - exceed this if supply stays Exceeded Q2 targets.  Low
Growth 2.7x GDP multiplier. o
liquid.
Launch of 11-month Pending CERC; hearing RTM/GTAM delivered
Guidance New Products contracts and Green complete, order reserved for successfully in prior Medium
RTM. 11-month LDC. years.
Setup Coal Exchange as  Dependent on MoC final o .
Coal . New initiative; high .
Strategy part of MoC 100-day notification; 6-8 months to . Medium
Exchange potential.
agenda. launch post-nod.
Scaling voluntary carbon  Currently "small opportunity"
9 v Y . PP . y Subsidiary ICX now
Strategy Carbon/ICX trade and I-REC but accredited as India's 1st I- ) Low
. . operational.
issuance. REC issuer.
) L EPR (Plastic Waste) CPCB draft guidelines issued;  Pre-emptive move
Strategy Diversification . . ) - . . Low
trading platform. waiting for final regulations. into circular economy.
) 28 GW thermal +
Energy RE to 500 GW by 2030; Requires 40-50 GW annual o
Macro . . heavy RE pipeline Low
Transition BESS to 39 GW. RE addition. o
monitoring.
Global LNG capacit
) Gas to drop to $6-7/ . paciy Price-sensitive
Macro Gas Prices expansion expected; would Low

MMBtu in 2025/26.

boom IGX volumes.

demand.



4. ANALYST Q&A



Q# Relevance

1 4.0
2 4.5
3 5.0

Analyst/ Theme

Firm Cluster

Mohit

Kumar / Market
ICICI Share
Sec

Mohit
Kumar /
ICICI
Sec

Financials

Sumit
Kishore /
Axis
Capital

RECs

(o:11:Ts[0]3

Business
Overview

Financials

Business
Overview

Underlying
Concern

"What is
your market
share in this
quarter vis-
a-vis other
exchanges?"

"Are we
giving a
discount [on
transaction
fees]?"

"What was
the dynamic
here [REC
volume
decline
month-on-
month] and
what is the
roadmap?"

Management
Response &

Evaded /

[\[o] Credibility Verdict

Investment
Implication

Addressed

Management
confirmed the
total
electricity
market share
is ~83%, with
a dominant
99.5% in
DAM/RTM. None 5.0
This implies
that
competitive
losses are
confined to
the lower-
margin TAM
segment.

Management
clarified that
the lower
average fee
(0B.7 per unit
implied) is
due to the
reduction in
REC fees
from [20 to
(10 per side. None 5.0
This confirms
a proactive
volume-
retention
strategy in
the certificate
market
despite lower
per-unit
margins.

Management
explained the
July peak
was due to
Bihar's large
deficit and
RPO
compliance,
which

None 4.0

subsided in
Aug/Sept.
The drop in
REC prices
to (110 is

Specific &
Clear

Quantified

Logical
evidence



Q# Relevance

4 4.5
5 4.0
6 5.0

Theme
Firm Cluster

Analyst /

Sumit
Kishore /  Electricity
Axis Growth
Capital
Bharani / .
Transaction
Avendus
Fees
Spark
Bharani /
Avendus  Coupling
Spark

Underlying

Category Concern

"What were
the factors
for the 23%
electricity
growth in a
quarter
where
demand was
flat?"

Business
Overview

"Will the
transaction
fee for all
electricity
products be
changed in
the future?"

Financials

"Why should
coupling in

Mgmt
RTM and

Outlook

Management
Response &
Investment
Implication

Evaded /
[\[o] Credibility
Addressed

expected to
drive high
inventory (4.5
Cr)
liquidation in
H2.

Growth was
attributed to
better fuel
availability
and high
liquidity, with
management
projecting 7%
annual
demand
growth over 8
years. This
suggests IEX
is gaining
share from
bilateral/PPA
segments
during
supply-rich
periods.

None 4.0

Management
argued that
their 2-paise
fee has been
static since
2011 despite
prices rising
from (2.5 to
05, while
trading
margins for None 35
peers (SECI)
are 7 paise.
This signals
zero intention
to cut
electricity
fees,
protecting the
core margin
floor.

Management

noted that

SCED (PPA- None 4.5
based) and

Verdict

Structural
insight

Defended
moat

Tech-heavy
logic



Q# Relevance

Analyst /

Firm

Chirag /
Keynote
Capital

Devesh
Agarwal /
IIFL Sec

Theme
Cluster

Dividend
Policy

SCED
Impact

(o:11:Ts[0]3

Capex &
Allocation

Business
Overview

Underlying
Concern

SCED be
considered?"

"Is there any
internal
discussion...
relating to
change in
dividend
policy?"

"Does this
URS
power...
bring down
the benefit
that could
have
possibly
come out by
coupling?"

Management

Response & Evaded |

Investment [\[o] Credibility
L. Addressed

Implication

RTM

(Merchant-

based) are

structurally
different, and
coupling
them would
offer "very
low"
incremental
benefit. This
reduces the
perceived
risk of an
aggressive
coupling
mandate by
CERC.

Management
stated they
will maintain
the 65-70%
payout but
need to keep
P00 Cr for
counterparty
risk and new
exchange
investments.
This
indicates no
immediate
special
dividend but
stable, high
yields.

None 3.0

Management
confirmed
that since
~20 MU/day
of URS
power is
already
selling in
RTM, the
optimization
potential in
SCED has
shrunk. This
effectively
makes the

None 4.5

case for

Verdict

Stable
guidance

High clarity



Analyst /

Relevance i
Firm

Theme
Cluster

(o:11:Ts[0]3

Underlying
Concern

Management

Evaded /
Response &
Investment
L Addressed
Implication
market
coupling

even weaker.

Management
stated they
wanted to be

[\[o] Credibility Verdict

"rational" as
REC prices
"Wanted to crashed from
Vishal understand 1,000 to
9 4.0 Periwal / REC Fees Financials the rationale [120. This None 4.0 Rationalized
Antique for[REC fee  shows a
cut]?" focus on
ecosystem
health over
short-term
fee
extraction.
IEX did 5.2
BUinH1lin
long-duration
. contracts
"Volume in
. (40% market
long duration .
share). This
Lokesh contracts, hiahliahts
ighli
Manik / Long Business how much gn'g .
10 3.5 . . IEX's None 5.0 Quantified
Vallum Duration Overview  would we
successful
Cap have done .
. entry into a
this
segment
quarter?" o
historically
dominated by
bilateral
traders.

PATTERN FLAGS & SENTIMENT * Market Coupling De-risking: The central theme was the regulatory study
on coupling. Management’s posture was remarkably dismissive, citing CERC’s own simulation failure to find
social welfare benefits. They successfully pivoted the conversation toward the "URS Rule" (Un-requisitioned
Surplus), which is already achieving coupling-like efficiency by forcing surplus power onto the exchange. *
Storage (BESS) as the Next Frontier: Management is positioning IEX as the primary beneficiary of the BESS
price crash. Their insight that storage creates "double-sided" transactions (buying to charge, selling to
discharge) implies that exchange volumes can grow at multiples of national demand growth as RE penetration
increases.

Analyst Sentiment Verdict: Analysts were largely convinced by the volume beat, though skepticism remains
regarding the timeline of CERC approvals (11-month contracts). Management’s credibility on the coupling issue
improved significantly by using CERC's own data as a shield. The primary friction point is now the "market
share" in long-duration contracts, which management is addressing by filing for 11-month durations.



5. WHAT CHANGED vs PRIOR QUARTER

What Changed Prior Quarter This Quarter Direction
Volume Growth 21% YoY (Q1) 38.2% YoY (Q2) 1
Consolidated EBITDA Margin 86.8% 90.1% 1
REC Transaction Fee [20 per side (10 per side !
Sell-Side Liquidity Improved Up 41% YoY (H1) 1
BESS Costs (10 Lakh/MW/month [2.37 Lakh/MW/month (NVVN) !
Market Coupling Tone Anxiety / Software Pilots "No merit found in simulation” O
Diversification Status Potential ICX accredited; Coal Exchange imminent 1
RTM Mix 27% (FY24) 30% (H1 FY25) 1
Coal Premiums Easing Nominal 10-20% over admin price 1

Investor Note: This quarter reinforces the "Supply-Led Growth" thesis. When fuel (Coal/Gas) is available and
prices on the exchange are competitive ([4.18-4.48/unit), DISCOMs move away from expensive long-term PPAs
toward the exchange. The crash in storage costs and the regulatory push for URS power sales are structural
tailwinds that likely keep IEX's volume growth at a 2x-3x multiple of GDP for the foreseeable future. Thesis
remains firmly intact; regulatory risk is receding.
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