Swelect Energy Systems Ltd — FY 2025 Annual Report Analysis

Annual Report Analysis (Consolidated)

Investor Snapshot

# Analytical point Sentiment
Swelect Energy Systems is a solar manufacturer in a high-risk technology transition, having recently Neutral
upgraded its 1 GW facility to TOPCon (N-Type) modules to align with global benchmarks.

Reported revenue surged 156% to 622 Cr, but growth quality is poor as it was heavily aided by a Negative
iV
one-time 90.04 Cr deferred income recognition and liquidation of old project backlogs. :
Subcontracting expenses surged 283%, signaling a shift toward a lower-margin execution model that Negative
pressures operational efficiency. 9
Core operations are fundamentally loss-making; the reported PAT of 14 Cr is entirely dependent on Negative
iv
46.9 Cr of non-operating Other Income. g
The company issued 286.20 Cr in NCDs at ~9.5% to refinance debt, locking in high interest costs that Negati
egative
contribute to a weak Interest Coverage Ratio of 1.7x. g
Operating Cash Flow (CFO) improved to [130 Cr, significantly outperforming PAT due to a drastic Positive
reduction in inventory days from 1,034 to 166.
Despite strong CFO, Free Cash Flow (FCF) remained negative at - 7 Cr for the third consecutive year, Negative
v
highlighting the heavy capital intensity of the business. g
Capital allocation is value-destructive, with ROCE stagnant at 5%, which remains significantly below Negati
egative
the company's ~9% cost of debt. g
Governance concerns are paramount as MD remuneration increased 94% to 1.40 Cr despite an 83% Negative
crash in standalone PAT and aggregate KMP pay reaching 28% of consolidated PAT. g
The company faces a massive contingent liability of 152.55 Cr in Income Tax disputes, representing Negative
iV
18% of Net Worth and 12x annual PAT. e
Outlook depends on the successful ramp-up of the 1 GW TOPCon capacity and the potential doubling to 2 Neutral
GW, though this adds further capital risk to a tight liquidity position.
Investment View: Avoid; monitor core EBIT margins, the resolution of the 152 Cr tax dispute, and N
iv

whether inventory days can be sustained below 100 days.

1. Business overview

* Business Segments: Operates as a "One-Stop Solution" in the solar energy space, encompassing Solar PV
Module manufacturing (1 GW capacity), Independent Power Producer (IPP) projects, and Engineering,
Procurement, and Construction (EPC) services.

* Revenue Drivers: Primary growth is driven by Solar Power Generating Systems ([265.10 Cr), Solar PV
Panels ([222.60 Cr), and Sale of Power ([1.02.99 Cr).

« Cost Drivers: Major costs include Raw Materials (61% of sales), Subcontracting Expenses (surged 283% to
[66.43 Cr), and high Finance Costs ([57.02 Cr).

* Industry Position: Transitioned to TOPCon (N-Type) module technology, the current global benchmark for
efficiency, to maintain competitiveness against Chinese imports.



» Expansion Plans: Plans to double manufacturing capacity to 2 GW in the coming months and has
introduced Battery Energy Storage Systems (BESS) as a new vertical.

» Acquisitions & Subsidiaries: Incorporated five new subsidiaries in March 2024 (ESG Green, Radiant
Power, GP Pvt Ltd, Solarkraft, Sunpower Plus) to facilitate green energy sales.

 Capacity Additions: Focused on the 1 GW Solar PV Module facility and infrastructure for new project sites.

» Geographical Presence: Operations remain heavily skewed toward Tamil Nadu, exposing the company to
regional regulatory shifts and discom payment health.

2. Management commentary & outlook

« Strategic transition of the 1 GW manufacturing facility to TOPCon (N-Type) modules to address the [28.5 Cr
inventory write-down from older Mono PERC technology.

» Aggressive expansion strategy with plans to double capacity to 2 GW to achieve scale in a volatile market.

« Introduction of Battery Energy Storage Systems (BESS) to manage grid stability and enhance the "One-Stop
Solution" identity.

« Focus on vertical integration by manufacturing in-house mounting structures (MMS) and electrical Balance of
Systems (BoS) to capture higher margins.

« Shift in strategic focus toward the IPP model to secure annuity-like cash flows, despite the high capital
intensity and debt requirements.

* Refinancing of (290 Cr through Infradebt Non-Convertible Debentures (NCDSs) to release cash collaterals and
repay flexible bank loans.

» Heavy emphasis on ESG compliance and Carbon Border Adjustment Mechanism (CBAM) readiness to
attract institutional capital and export clients.

* Management highlights that the 1 GW plant is "nearing total capacity,” though revenue scaling remains a
monitorable.

 Reliance on ALMM (Approved List of Models and Manufacturers) protection to buffer against international
competition.

* Management Tone: The management exhibits an aggressive, growth-oriented tone, characterized by a
"scale-at-all-costs" approach and a pivot toward high-efficiency technology. However, there is a visible
disconnect between the optimistic strategic narrative (NCD refinancing, TOPCon transition) and the
underlying financial stress (negative FCF, high interest burden). The pursuit of higher promoter remuneration
despite an 83% crash in standalone PAT suggests a management stance that prioritizes promoter rewards
over minority shareholder alignment during periods of operational underperformance.



3. Financial analysis

3.1 Financial statements

P&L statement ((JCr)

Line item Mar 2025 Mar 2024
Sales 622 243
Sales Growth % 156 -1
Expenses 525 159
Material Cost % 61 33
Raw material cost 297 141
Change in inventory 83 -60
Manufacturing Cost % 13 14
Employee Cost % 4 8
Other Cost % 7 10
Operating Profit 97 84
OPM % 16 35
Other Income 47 79
Exceptional items 26.56 46.32
Other income normal 20.38 32.27
Interest 57 51
Depreciation 43 42
Profit before tax 44 70
Tax % 68 10
Net Profit 14 63
Minority share -1 -1
Exceptional items AT 9 33
Profit excl Excep 5 30
Profit for PE 5 29
Profit for EPS 13 62
Profit Growth % -83 1,669
EPS (O 8.31 40.88

Dividend Payout % 36 10



Balance sheet ([ICr)



Line item

Equity Capital
Reserves

Borrowings

Long term Borrowings
Short term Borrowings
Lease Liabilities
Other Borrowings
Other Liabilities

Non controlling int
Trade Payables
Advance from Customers
Other liability items
Total Liabilities

Fixed Assets

Land

Building

Plant Machinery
Equipments
Computers

Furniture n fittings
Vehicles

Intangible Assets
Other fixed assets
Gross Block
Accumulated Depreciation
CWIP

Investments

Other Assets
Inventories

Trade receivables
Receivables over 6m
Receivables under 6m
Prov for Doubtful
Cash Equivalents
Loans n Advances

Other asset items

Mar 2025

15
842
628
315

308

265
20
113
65

66
1,749
813
27

74
736

13

218
1,082

269

268
661
172
65
18

50

192
44

189

Mar 2024

15
823
569
224

343

254
19

91

15
129
1,661
717
16

70
613

11

220
941

224

275
663
230
52
22

34

235
39

107



Line item Mar 2025 Mar 2024

Total Assets 1,749 1,661

Cash flow statement (CICr)

Line item Mar 2025 Mar 2024
Cash from Operating Activity 130 90
Profit from operations 119 97
Receivables -10 -11
Inventory 58 -114
Payables -22 122
Loans Advances 0 0
Other WC items -8 3
Working capital changes 18 -1
Direct taxes -7 -7
Cash from Investing Activity -113 -83
Fixed assets purchased -138 -128
Fixed assets sold 1 0
Investments purchased 0 0
Investments sold 29 30
Interest received 15 12
Dividends received 0 0
Invest in subsidiaries 0 0
Investment in group cos 0 0
Other investing items -20 2
Cash from Financing Activity 19 34
Proceeds from borrowings 294 102
Repayment of borrowings -212 -17
Interest paid fin -57 -50
Dividends paid -6 -2
Financial liabilities 0 0
Other financing items 0 1
Net Cash Flow 37 40
Free Cash Flow -7 -38

CFO/OP 142 115



Key ratios

Line item Mar 2025 Mar 2024
Debtor Days 38 78
Inventory Days 166 1,034
Days Payable 108 411
Cash Conversion Cycle 95 702
Working Capital Days -62 -275
ROCE % 5 ®

3.2 Financial analysis summary

* Revenue surged by 156% YoY to [622.00 Cr, primarily driven by Solar Power Generating Systems ([265.10
Cr) and Solar PV Panels ([222.60 Cr); however, this growth was heavily aided by the liquidation of [90.04 Cr
in Deferred Income upon project completion, while Trade Receivables grew by a modest 24.5% to [65.00 Cr.

* OPM % experienced a sharp contraction from 35.00% to 16.00% as Material Cost % nearly doubled to
61.00% (C297.00 Cr) and Subcontracting Expenses skyrocketed by 283% to [56.43 Cr, signaling a shift
toward an asset-light but lower-margin execution model.

* Net Profit fell 83% to [14.00 Cr despite the revenue jump, as the bottom line was disproportionately
supported by Other Income of [47.00 Cr (including a [26.54 Cr gain on investment sales) rather than core
operations, while a high Tax % of 68.00% further eroded earnings.

* Finance Cost remained a significant burden at [57.00 Cr, linked to Total Debt of [628.00 Cr; the company
issued [286.20 Cr in long-term Non-Convertible Debentures (NCDs) at interest rates up to 9.5% to refinance
bank loans.

» Working Capital efficiency improved as Inventory Days dropped from 1,034 to 166, supported by a [58.00
Cr cash inflow from Inventory liquidation, specifically a reduction in finished goods from [108.81 Cr to [27.23
Cr.

» Cash from Operating Activity (CFO) of [130.00 Cr significantly outperformed PAT of [14.00 Cr (CFO/PAT of
9.28x), driven by the liquidation of old inventory and a spike in Advance from Customers to [65.00 Cr.

* Free Cash Flow (FCF) remained negative at -[7.00 Cr as the company directed [138.00 Cr toward Fixed
Assets purchased (Capex), primarily expanding Plant Machinery to [¥36.00 Cr, though ROCE % remains
stagnant at a low 5.00%.

* Balance Sheet risk is highlighted by a massive spike in Income Tax contingent liabilities to [152.55 Cr, an
amount exceeding 10x the annual Net Profit and representing 18% of Net Worth.

* Depreciation of [#3.00 Cr is based on an estimated useful life of 25 years for solar plants, which is higher
than standard rates, potentially overstating the carrying value of Fixed Assets ([813.00 Cr).

* Liquidity is constrained by the utilization of [66.47 Cr in Bank Overdrafts, leading to a negative net cash
position of [40.50 Cr for cash flow purposes, despite reporting [192.00 Cr in Cash Equivalents.

* Other Assets include [23.70 Cr in security deposits and [13.72 Cr in long-term bank deposits; Other
Liabilities are dominated by the [65.37 Cr customer advances which provide temporary liquidity but represent
future performance obligations.

» Other Expenses were impacted by Legal and Professional Fees which nearly doubled to [9.54 Cr (75% of
PAT), likely due to high litigation costs and debt restructuring activities.



» The dominant financial theme of the year is a massive "catch-up" in Revenue and CFO through deferred
income recognition and inventory liquidation, which masked a core operational loss and a precarious liquidity
position burdened by high Finance Costs and significant Contingent Liabilities.

3.3 Contingent liabilities & commitments

* Income Tax Related Matters: [152.55 Cr (Significant spike from [18.16 Cr in FY24; represents 12x PAT).
 Capital Commitments: [14.39 Cr (Planned expansion for project infrastructure).

* Bank Guarantees: [30.16 Cr.

 Excise Related Matters: [6.71 Cr.

 Note: A potential clerical error in the Annual Report exists where the sub-total for contingencies is listed as
[23.25 Cr, while individual items sum to over [160 Cr.



3.9 Earnings quality & forensic checks



# Check

1

11

12

13

14

15

PAT vs CFO trend

Receivables &
channel-stuffing
signal

Revenue timing

Revenue from related
parties %

Inventory vs revenue
growth

Inventory valuation
method change

Exceptional items in
operating profit

Depreciation rate vs
useful life policy

Provision reversals
boosting PAT

Tax rate consistency
+ cash tax vs P&L tax

CWIP age and
stalling projects

Deferred tax asset
recognition adequacy

RPT quantum and
trend

Dividend paid vs FCF
adequacy

Contingent Liability
Magnitude

Core Operational
Profitability

Impact

Profit { — earnings overstate cash;
[46.9 Cr other income exceeds [14 Cr
PAT.

Revenue 1 — high quality; receivables
grew 25% vs 156% sales growth.

Revenue 1 — catch-up recognition;
(90 Cr deferred income liquidation
fueled FY25 growth.

Neutral — low RPT revenue risk;
transactions primarily involve KMP
remuneration and rent.

Profit + — inventory liquidation;
finished goods fell 75% while sales
rose 156%.

Neutral — consistent policy; valued at
lower of cost or net realizable value.

Profit 1 — non-core boost; [26.56 Cr
exceptional gain represents 190% of
PAT.

Profit 1 — aggressive accounting; 25-
year solar plant life exceeds standard
Schedule Il rates.

Profit 1 — conservative buffer;
warranty provision utilization is low
relative to total provision.

Profit | — tax spike; 68% effective rate
due to DTA write-off.

Neutral — stable CWIP; balance
remains flat at [7 Cr YoY.

Profit | — DTA write-down; shift to new
tax regime reduced asset value.

Profit { — rising overheads; MD
remuneration doubled while core
business remains weak.

Neutral — cash-backed; [6 Cr dividend
covered by [130 Cr CFO despite
negative FCF.

Profit 1 — potential solvency risk;
Income Tax disputes of [152.55 Cr
represent 18% of Equity.

Status

Notes detail

CFO is high due to (58 Cr inventory
liquidation, but PAT is heavily reliant on non-
operating other income.

Ageing shows [5.51 Cr overdue by 2-3 years,
but overall collection efficiency improved
significantly.

Note 2(b): Revenue recognized only on CEIG
approval; FY25 spike is largely recognition of
old advances.

Note 33: Transactions are at arm's length; no
significant revenue from related entities
reported.

Note 8: Finished goods plummeted from
[108.8 Cr to [27.2 Cr, clearing massive
project backlogs.

Standard FIFO/Weighted Average cost
formula applied consistently across both
financial years.

Primarily gain on sale of investments; core
operations are loss-making without these
non-recurring gains.

Note 3: Higher useful life estimates reduce
annual depreciation charge, artificially
boosting reported operating profit.

Note 18: Company maintains 25-year
warranties; current utilization levels suggest
no aggressive reversal to boost PAT.

Note 2(e): Adoption of Sec 115BAA led to
(1.14 Cr DTA write-off and higher current tax
impact.

No evidence of project stalling; capital
commitments of [14.39 Cr suggest new
project starts.

Note 2(e): Transition to Section 115BAA limits
future tax asset utility, impacting current year
earnings.

Note 33: Total KMP remuneration rose 41%
YoY, outpacing organic (non-deferred)
revenue growth.

Negative FCF driven by [138 Cr capex, but
high CFO from inventory liquidation supports
the payout.

The liability is 12x current PAT; adverse
rulings would severely impair Net Worth.



# Check Impact Status Notes detail

Profit | — core business loss; Other Core operations are loss-making; bottom line
Income of [#6.94 Cr exceeds PAT of is entirely supported by non-operating
(12.59 Cr. investment gains.

Neutral — negative net cash; [66.47
Cr overdraft leads to negative cash —
balance for CF purposes.

Liquidity/Cash
Position

Despite high reported cash, operational
liquidity is dependent on bank overdrafts.

4. Management & governance

A. Auditor Report & Key Audit Matters - Audit Opinion Type: Unqualified. - KAM 1: Useful Life of Solar
Plants: Auditor flagged management's estimate of a 25-year useful life for solar plants, which exceeds standard
Schedule Il rates. This reduces annual depreciation and artificially supports PAT. - KAM 2: Impairment of
Financial Assets: Focus on the recoverability of trade receivables and investments, particularly given the [2.30
Cr flagged for significant credit risk increase. - KAM 3: Provision for Warranties: Management provides
warranties for up to 25 years. Auditor noted high estimation uncertainty in the [(4.64 Cr provision relative to the
long-term nature of the obligation. - KAM 4: Service Concession Arrangements (SCA): Complexity in the
"Dual Model" (Intangible Asset + Financial Receivable) for power distribution, allowing for cost smoothing over
25 years. - Auditor Fees: Legal and Professional fees surged to 9.54 Cr from 5.15 Cr. This 85% increase is
disproportionate to the 19% EBITDA growth. - Auditor Independence: Deloitte Haskins & Sells LLP is in the 3rd
year of a 5-year term. No non-audit fee independence risks were explicitly flagged. - Assumptions and
Estimation Uncertainties: Auditor highlights useful life of PPE, impairment of financial assets, and provision for
warranties as significant risk areas. - Goodwill Impairment: Goodwill of [B.34 Cr is tested annually based on
"value-in-use" 5-year projections involving significant management judgment.

B. Related Party Transactions | Party | Relationship | Nature | Amount (CICr) | Concern | | :=-- | === | === | -1 | :-= |
| R. Chellappan | Managing Director | Remuneration | 1.40 Cr | 94.44% YoY Increase | | Promoter Group |
Promoters | Dividends Paid | 3.34 Cr | Neutral | | AV SW Green Energies | Joint Venture | Unrecognized Loss |
0.20 Cr | Investment Erosion | | Directors | KMP | Commission | 0.66 Cr | Neutral | | Swelect Electronics |
Related Entity | Rent Expense | 0.02 Cr | Neutral |

» Concern: MD remuneration nearly doubled (94.44% increase) while Consolidated PAT plummeted by 78%.
* % of Revenue: 0.87% (Total RPT 5.40 Cr / Revenue 621.67 Cr).

* % of CFO: 4.15% (Total RPT 5.40 Cr / CFO 130.00 Cr).

* Trend vs Prior Year: Increasing (KMP pay rose from 2.80 Cr to 3.95 Cr).

* *RPT Verdict: Monitor ** While the quantum is low relative to revenue, the decoupling of compensation from
performance and JV investment erosion are negative signals.

C. Shareholding - Equity Capital: [15.00 Cr. - Reserves: [842.00 Cr. - Pledged Shares: 0.00% of promoter
holding is pledged.

D. Board Composition + KMP Compensation - Total Directors: 11 - Independent %: 45.45% — Below the 50%
threshold preferred for executive-led boards. - Women Directors: 3 (Ms. V.C. Mirunalini, Mrs. Jayashree
Nachiappan, Mrs. Uma Prakash). - KMP Compensation (EBITDA = 143.82 Cr): - R. Chellappan (MD): [1.40
Cr (94.44% YoY Growth) | 0.97% of EBITDA. - A. Balan (JMD): 0.40 Cr (11.11% YoY Growth) | 0.28% of
EBITDA. - K.V. Nachiappan (WTD): [0.35 Cr (16.66% YoY Growth) | 0.24% of EBITDA. - V.C. Raghunath
(WTD): 0.29 Cr (7.40% YoY Growth) | 0.20% of EBITDA. - *V.C. Mirunalini (WTD): 0.28 Cr (3.70% YoY
Growth) | 0.19% of EBITDA. - Family Concentration:* Board includes MD (R. Chellappan), his son (V.C.
Raghunath), daughter (V.C. Mirunalini), K.V. Nachiappan, and his wife (Jayashree Nachiappan). Aggregate KMP
pay grew 41.07%, outpacing 19.33% EBITDA growth.



F. Capital Allocation & Capex | Action | FY current (OCr) | FY prior (OCr) | % of CFO | Signal | | :=-- | ---: | ---1 | ---:

| :--- | | Capex (Fixed Assets) | 138.00 Cr | 128.00 Cr | 106.15% | — | | Dividends Paid | 6.00 Cr | 2.00 Cr | 4.61%
| — | | Net Debt Change | 59.00 Cr | 85.00 Cr | 45.38% | — | | Interest Payments | 57.00 Cr | 50.00 Cr | 43.84% |
— | | Inventory Liquidation | 58.00 Cr | -114.00 Cr | 44.61% | — | | Investment Sales | 29.00 Cr | 30.00 Cr |
22.30% | — |

Capex analytical notes: - CFO Coverage of Capex: CFO (130 Cr) covers 94% of Capex (138 Cr). The
funding gap is bridged by new NCD issuances. - Nature of Capex: Primarily growth-oriented, focusing on the 1
GW Solar PV Module facility and infrastructure for new project sites. - Capex Deployment Efficiency:
Revenue grew 156%, but this was largely due to clearing a 108.81 Cr finished goods inventory backlog
rather than new capacity utilization. - Key Takeaways: The 138 Cr capex is aggressive given the negative FCF
and high interest burden. Borrowing cost (8.15% - 9.5%) significantly exceeds ROCE (5%)), indicating value
destruction.

H. Risks - Tax Litigation: Income Tax disputes surged to 152.55 Cr. Potential cash outflow of 12x current PAT;
18% of Equity. (Severity: High) - Liquidity Stress: Negative net cash position of (40.50) Cr. Reliance on 66.47
Cr overdrafts to sustain operations. (Severity: High) - Interest Burden: Finance costs of 57.02 Cr consume
58% of Operating Profit (97 Cr). (Severity: High) - Asset Obsolescence: 25-year useful life for solar assets.
Risk of technological obsolescence before full depreciation. (Severity: Medium) - JV Loss: Unrecognized losses
in Singapore JV. Total erosion of investment value in AV SW Green. (Severity: Low)

5. Scorecard & verdict

Part a: scorecard

Dimension Key evidence One-line rationale
1 GW TOPCon transition; 156% Moderate diversification with stable
Business quality 3 - Revenue growth; Regional demand but high technology and regional
concentration. risk.
. . D/E 0.73x; Interest Coverage 1.7x; High debt servicing costs and reliance on
Financial health 2 1 . o
Negative FCF -[¥ Cr. overdrafts despite high CFO.

Core operations are loss-making; PAT is
Other Income [46.9 Cr > PAT [14 Cr;

Earnings qualit 2 ! entirely supported by non-operatin
g9sq y (90 Cr Deferred Income recognition. y Supp y P g

gains.
MD pay +94% while PAT -78%; Significant governance gaps and
Management & . . o
2 ! Family concentration; (152 Cr Tax misalignment between promoter pay and
governance .
dispute. performance.
. ) Value-destructive reinvestment where
Capital allocation & ROCE 5% < Cost of Debt ~9%; .
. o 2 ! ) returns are consistently below the cost of
earnings visibility Negative FCF for 3rd year. capital

Business positives (for this company this year) * Revenue Growth: Sales surged 156% to [622 Cr, driven
by the liquidation of project backlogs. * Inventory Management: Inventory days reduced drastically from 1,034
to 166 days, releasing [b68 Cr in cash. * Technology Upgrade: Successfully transitioned 1 GW facility to
TOPCon (N-Type) modules, aligning with global benchmarks. * Operating Cash Flow: CFO of [130 Cr
significantly outperformed PAT, providing liquidity for capex. * Customer Diversification: Improved
concentration risk with no single customer exceeding 10% of revenue.

Business negatives | concerns (for this company this year) * Core Profitability: Core operations are loss-
making; PAT of (14 Cr is entirely dependent on [46.9 Cr of Other Income. * Governance Red Flag: MD



remuneration increased 94% to [1.40 Cr despite an 83% crash in standalone PAT. * Contingent Liability:
Income Tax disputes surged to [152.55 Cr, representing 18% of Net Worth and 12x annual PAT. * Value
Destruction: ROCE remains stagnant at 5%, which is significantly lower than the ~9% cost of debt. * Liquidity
Stress: Negative net cash position of [#0.50 Cr and reliance on [66.47 Cr in bank overdrafts. * Revenue
Quality: FY25 growth was heavily fueled by a one-time recognition of [90.04 Cr in deferred income.

Overall scorecard summary Swelect Energy Systems is currently in a precarious financial state where optical
revenue growth masks deep-seated operational and governance issues. While the company has successfully
cleared inventory and upgraded its technology, it remains core-loss making and unable to generate positive Free
Cash Flow. Governance is a primary concern, evidenced by aggressive promoter pay hikes during a year of
earnings collapse and a massive spike in tax-related contingent liabilities. The business is on a stable-to-
deteriorating trajectory as it continues to deploy capital into low-return assets while carrying a heavy, high-cost
debt burden.

Part b: governance check matrix

# Check Status
1 Audit opinion clean? —
2 Promoter pledge = 0? —
3 KMP pay < 5% of PAT? —
4 RPT quantum < 5% of revenue? —
5 Board > 50% independent? —
6 At least 1 woman director? —
7 No statutory dues outstanding? —
8 No fraud reported? —
9 Audit trail enabled? —
10 Frequent Auditor change —

Final line: "Total: 7/10 — Governance Rating: 2"
Part c: investor verdict

Thesis: A high-risk solar manufacturer transitioning technology and debt structures while struggling with core
profitability and promoter-alignment issues.

Overall stance: Avoid

Rationale: Core operations are loss-making, and the massive contingent tax liability (18% of equity) combined
with poor governance (promoter pay vs performance) creates an unfavorable risk-reward profile. Re-evaluate
when: Consolidated Free Cash Flow turns positive and ROCE exceeds 10% for two consecutive years. BULL
CASE: Rapid adoption of TOPCon modules leads to 20%+ OPM and successful resolution of the [152 Cr tax
dispute without significant outflow. BEAR CASE: Adverse tax ruling triggers a liquidity crisis, or Chinese dumping
renders the new 1 GW TOPCon capacity uncompetitive, leading to further asset impairments. Key monitorable:
Inventory Days: 166 — watch threshold < 100 days to confirm real market demand for new modules.



7. Year-over-year analysis

7.1 Changes

Metric / theme Summary a status

Stagnant ([243 Cr) with
[®0 Cr in Deferred
Income.

Revenue Quality

. . OPM at 35% (Project-
Margin Trajectory

heavy mix).
Inventory 1,034 Days (Severe
Efficiency obsolescence risk).
Contingent

A [18.16 Cr (26% of PBT).

Liabilities
Management MD pay grew 33% on
Compensation flat revenue.

Bank debt and internal

Capital Allocation
accruals.

7.2 Persistent patterns

Summary b status

Surged (622 Cr) via
liquidation of Deferred
Income.

OPM at 16% (Module-
heavy mix).

166 Days (Aggressive
liquidation).

[152.55 Cr (12x annual
PAT).

MD pay grew 94%
despite 83% PAT
crash.

[286 Cr NCD issuance
at ~9.5%.

Forensic takeaway

The current year's growth is primarily an accounting
"catch-up" from recognizing old advances rather
than new organic sales momentum.

Profitability has collapsed as the company shifted
toward lower-margin manufacturing and high-cost
subcontracting.

The company successfully flushed out old Mono
PERC stock to transition to TOPCon technology,
significantly improving working capital liquidity.

A nearly ten-fold explosion in tax disputes has
created a massive solvency risk that could impair
18% of the company's net worth.

Management has completely decoupled executive
rewards from bottom-line performance, signaling a
significant governance misalignment.

The company is moving toward higher-cost,
structured debt to refinance bank loans while
doubling down on capital-intensive capacity
expansion.

* Negative Free Cash Flow (FCF): The company has failed to generate positive FCF for three consecutive
years, remaining structurally dependent on external financing to fund capex.

* Value Destruction (ROCE < Cost of Debt): ROCE has remained stagnant at 5%, consistently trailing the
cost of debt (~9%), which indicates that aggressive asset expansion is destroying shareholder wealth.

» Aggressive Depreciation Policy: Management continues to use an estimated 25-year useful life for solar
assets, which is higher than industry standards and serves to artificially inflate reported profits by deferring

costs.

* High Family Concentration: The board remains heavily weighted toward the promoter family with
independence levels below 50%, limiting effective oversight of related party transactions and

compensation.

* Reliance on Non-Operating Income: In both periods, Net Profit is heavily supported by non-core items
(exceptional gains or other income) rather than core operational earnings.

* Liquidity Constraints: A persistent reliance on bank overdrafts and short-term borrowings continues to
result in a negative net cash position for cash flow purposes.

» Aggressive Tax Accounting: The company consistently utilizes Deferred Tax Asset (DTA) recognition or
write-offs to manage the optical volatility of the bottom line. "No material persistent pattern identified."
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