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BSE 509631
Bloomberg HEG:IN
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Face Value (INR) 2
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52w H/L (INR) 672/331
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Public & Others 43.87

Stock Performance
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The company is a leading producer of graphite electrodes globally,
currently undertaking a strategic demerger of its legacy graphite
electrode business from its new and emerging Greentech business.
NCLT has approved and expected to be completed by Jun-26. The
existing shareholders will receive shares in a 1:1 ratio. The company
acquired remaining 49% stake in Bhilwara Energy Itd from Statkraft and
will be merged into Greentech business, increasing the promoters
share from 51% to 62%, post merger of BEL. Focusing on the HEG
Greentech Ltd, the company has built an integrated platform for green
solutions focused on India’s energy transitions. It will operate 4
separate entities:

Investor Rationale

Building core expertise into India’s growing Battery Anode Material
TACC, the advance battery material arm is built on a strong expertise in
graphitization. It is a complex and capital-intensive process critical to both
graphite electrodes and anodes. The company is setting up an initial
capacity of 20ktpa near Indore, plans to add an additional 10k capacity by
FY29E and later expanding it to 60ktpa. Pilot plant of 200 tons has been
established and used to qualify material with ~20 global cell OEMs. It is also
working on silicon and graphene-doped solutions to enhance energy
density. Overall, ~50% of capex has been invested, and 30% of actual cash
flow is infused, with the bulk procurement of machinery done. On the
demand side, the company sees strong customer response with potential
to provide variety of product mixes and plans to serve ESS, mid range and
premium EV segment. Expects strong growth from EV will drive ~70%
growth alone for battery anode. Utilizations is expected to quickly ramp up
at ~50% in initial stage, 75% in 1 year of operation and reaching 95% at
steady rate going ahead. A new ~4ktpa of graphene plant for broader
applications like cement, textiles, paints etc.

Industry demand & Market opportunity for Battery Materials

The global demand for anode material currently stands at ~1.5 mn tons
and is expected to reach ~4.5 mn tons by 2035E. With close to ~85% of
anode demand being catered by synthetic graphite. With strong policy
tailwinds, tighter provisions requiring more localized products, with
domestic value addition (DVA) mandate reaching ~60%, and growing
battery manufacturing capabilities in India, the demand for anodes is
expected to reach 120-140ktpa by 2030E. China currently controls ~97% of
the global synthetic graphite supply. However, global OEMs (US, Europe,
Asia) are aggressively seeking non-Chinese suppliers to de-risk supply
chains.

Funding Growth through cash flow from hydro power assets

The company currently runs two hydropower plants, with one at Malana of
~86 MW and the second at AD Hydro of ~192 MW. Plans to add another
~74 MW capacity, which is under consideration. Recently company
acquired the remaining 49% stake from Statkraft for INR 12.05 bn to take
full ownership. These assets generate a steady EBITDA of INR 3.7 bn and
FCF of ~INR 3 bn. This cash-rich segment is expected to support the
ongoing capex requirement and organic funding for other key verticals.
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RE Plus (Battery energy solutions)

HEG Greentech has a ~74% stake in RE plus, with ~26% remaining to the
founder. The business is a BESS and battery pack system integrator with
cell-to-pack, BMS, and EMS solutions. Currently, it has a ~¥1 GWh cell-to-
pack line, expanding to 6 GWh by Q2FY27E. It has commissioned close to
~100 MWh with ~2000 MWh under execution globally. Targeting both the
domestic and EMEA regions, supported by a new office in Dubai. At full
utilization the company expects to achieve revenue of ~INR 60 bn, with
enhanced in-house manufacturing capability of battery management
systems and containerized solutions.

RE IPP (Solar+BESS)

The company is shifting its focus from vanilla solar generation to
solar+BESS, , the company targets the C&Il segment, countering the RTM
lower rates and capturing peak power markets where rates are
significantly higher. The company has secured an order for a 200 MWh
BESS project in Gujarat and is the L1 bidder for a 1,000 MWh standalone
BESS project in Maharashtra. The company’s target for the next five years
is expected to reach ~5.9 GWh in BESS and ~3.7 GWh in solar. Expects to
achieve an IRR in the 16-20% range, using the build-to-transfer model and
reducing long-term capital tie-ups. The falling battery prices from ~USD
150/kwh to ~USD 60/kWh are improving competitiveness for solar+BESS
vs. peak grid, as peak prices often reach ~INR 9/kwh in several states,
supporting the BESS cost advantage.

Capex & Funding

The total capex funding is expected to be INR 44 bn in FY27E and reach
~INR 77 bn by FY32E across the HEG Greentech business. Almost INR 23 bn
of equity is required to fund the near-term growth plans, with a ~30:70
debt-to-equity capital structure. Major capex of ~80-85% will be spent by
FY27E, with deployment starting from Q3FY27E for some plants and
working capital requirements. On a blended basis, the company expects to
achieve an IRR of ~20%, with RE+ and solar+BESS being asset-light
businesses.

Outlook: HEG Ltd is poised to unlock significant value by demerging its

legacy graphite electrode business from its new Greentech solutions.

Through this strategic move, shareholders will receive shares on a 1:1 basis

in HEG Greentech Ltd, creating a dedicated green energy platform valued

at ~INR 36 bn pre-merger. This entity is further backed by Singularity’s
external investment of INR 5 bn and an increased promoter stake from

51% to 62%. This new entity strategically combines stable cash flows from

its now 100% owned Malana Power hydro assets, which generate ~INR 3

bn in FCF to support capital requirements, with three more high-growth

verticals:

* TACC: Currently building a synthetic graphite anode capacity of 20ktpa,
which can be scaled to 60ktpa to capitalize on global supply chain de-
risking.

* RE Plus: A battery system integrator expanding to a 6 GWh capacity,
with expected revenue generation of ~“INR 60 bn at peak once fully
operational.

* RE IPP: Focusing on an asset-lite "build-to-transfer" model for
Solar+BESS projects with a target of achieving an IRR of 16-20%.

With a strong capex plan of ~“INR 44 bn by FY27E, funded through a mix of

internal accruals and debt, HEG Greentech is expected to successfully build

upon its cash-rich hydro assets. This foundation will fuel its transition into

a diversified energy solutions provider, aiming for a blended IRR of ~20%

across its portfolio.
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Disclaimer: This disclosure statement is provided in compliance with the SEBI Research Analyst Regulations, 2014.
Arihant Capital Markets Limited (ACML) is a registered stockbroker, merchant banker, and research analyst under
SEBI, and is also a Point of Presence with the Pension Fund Regulatory and Development Authority (PFRDA). ACML is
registered with SEBI with Research Analyst Registration Number INHO00002764, Stock Broker Registration Number
INZ000180939, and is a Trading Member with NSE, BSE, MCX, NCDEX, and a Depository Participant with CDSL and
NSDL.

ACML and its associates may have business relationships, including investment banking, with companies covered by
its Investment Research Department. The analysts of ACML, and their associates, are prohibited from holding a
financial interest in securities or derivatives of companies they cover, though they may hold stock in the companies
they analyze. The recommendations provided by ACML's research team are based on technical and derivative
analysis and may differ from fundamental research reports.

ACML confirms that neither it nor its associates have a financial interest or material conflict concerning the
companies covered in the research report at the time of publication. Furthermore, ACML, its analysts, and their
relatives have no ownership greater than 1% in the subject companies as of the month prior to publication. ACML
guarantees that the compensation for its research analysts is not influenced by specific securities or transactions.

ACML affirms that neither the analyst nor the company has served as an officer, director, employee, or engaged in
market-making activities for any of the subject companies. Additionally, the research report does not reflect any
conflict of interest and is not influenced by specific recommendations made. Neither ACML nor its analysts have
received compensation for investment banking or brokerage services from the subject companies in the last 12
months.

The views expressed in this report are those of the analysts and are independent of the proprietary trading desk of
ACML, which operates separately to maintain an unbiased stance. Analysts comply with SEBI Regulations when
offering recommendations or opinions through public media. The report is intended for informational purposes only
and is not an offer or solicitation for the purchase or sale of securities.

This report, which is confidential, may not be reproduced or shared without written consent from ACML. It is based
on publicly available data believed to be reliable but has not been independently verified, and no guarantees are
made about its accuracy. All opinions and information contained in the report are subject to change without notice.
ACML disclaims liability for any losses resulting from reliance on this report. The report does not constitute an offer
to buy or sell securities, and ACML is not responsible for the risks involved in investments. ACML and its affiliates may
have positions in the securities discussed or hold other financial interests in them.

The distribution of this report in certain jurisdictions may be restricted by law, and the report is not intended for
distribution where it would violate local laws. Investors are advised to consider their financial position, risk tolerance,
and investment objectives before engaging in transactions, particularly in high-risk financial products such as
derivatives.

ACML reserves the right to modify this disclosure statement without prior notice. The report has been prepared
using publicly available information and internally developed data, though ACML does not guarantee its
completeness or accuracy. Historical price data for securities can be accessed via official exchanges like NSE or BSE.
ACML and its affiliates may conduct proprietary transactions or investment banking services for the companies
mentioned in this report. In compliance with SEBI regulations, ACML maintains comprehensive records of research
reports, recommendations, and the rationale for those recommendations, which are preserved for at least five years.
An annual compliance audit is conducted by a member of the ICAI or ICSI to ensure adherence to applicable
regulations. This report is issued in accordance with applicable SEBI regulations and does not guarantee future
performance or returns.
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