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Source: CRORES. All figures ₹ Crores. Pipeline: v5-Gemini — W1a → W3 → W1b+W2+W2F (parallel, notes-

injected) → Merge.

Investor Snapshot

# Analytical Point Sentiment

1
Swelect Energy Systems is a family-controlled solar EPC and manufacturing firm currently executing

a high-leverage pivot into Battery Energy Storage Systems (BESS).
🟡 Neutral

2
Top-line growth remains sluggish at 5.7% YoY (₹657 Cr), with significant customer concentration risk

as two clients now account for 27% of total revenue.
🔴 Negative

3
Operating Profit Margins expanded significantly from 16% to 23% due to a favorable shift in product

mix toward solar component sales.
🟢 Positive

4
Reported PAT growth of 1,047% is fundamentally misleading, as 47% of Profit Before Tax (₹36.08 Cr)

is derived from non-core Other Income rather than operations.
🔴 Negative

5
Financial health is deteriorating with rising debt-to-equity levels and interest obligations now

consuming 40% of operating profits.
🔴 Negative

6
Free Cash Flow is deeply negative at -₹138 Cr, forcing the company to rely on fresh borrowings to

fund both capital expenditure and dividend payouts.
🔴 Negative

7
Capital allocation is currently value-destructive with a 9% ROCE failing to exceed the cost of debt,

while management seeks to triple borrowing limits to ₹2,000 Cr.
🔴 Negative

8
Earnings quality is compromised by aggressive accounting, including extended asset useful lives

and a 235% spike in finished goods inventory (₹91.47 Cr) amid stagnant sales.
🔴 Negative

9
Governance risks are acute, characterized by proposed Related Party Transactions (₹1,024 Cr) that

exceed total annual revenue and KMP pay reaching 10.9% of PAT.
🔴 Negative

10
A severe working capital trap has emerged, with supplier advances skyrocketing 267% to ₹144.61 Cr,

draining 22% of annual revenue in cash.
🔴 Negative

11
Liquidity friction is evident from a 1500% spike in statutory dues payable (₹37.51 Cr), suggesting

potential delays in meeting government obligations.
🔴 Negative

12
Investment View: AVOID; monitor for a reduction in supplier advances below ₹40 Cr and two

consecutive quarters of positive Free Cash Flow.
🔴 Negative

FINAL RESEARCH SUMMARY: SWELECT ENERGY SYSTEMS LTD (FY 2026)

1. BUSINESS OVERVIEW

Business Segments: Primary operations include Solar Photovoltaic (PV) Modules manufacturing, Solar EPC

(Engineering, Procurement, and Construction) services, and Independent Power Production (IPP) through

solar and wind assets.

• 



Revenue Drivers: A 31% YoY surge in Solar Photovoltaic Panels sales (₹291.71 Cr) now drives 44.39% of

the mix, offsetting a decline in the Solar Power Systems & Installation segment (₹228.46 Cr).

Cost Drivers: Cost of Materials Consumed (₹432.41 Cr) is the primary driver, alongside high Finance

Costs (₹61.22 Cr) and volatile Exchange differences (₹11.84 Cr).

Industry Position: Transitioning from a pure-play manufacturer/EPC player to a developer/holding company

model, with increasing focus on high-tech energy solutions.

Expansion Plans: Aggressive pivot toward Battery Energy Storage Systems (BESS) and "allied energy

solutions" to counter commoditization in the solar module business.

Capacity Additions: Significant investment in a new 700 MW facility at Coimbatore to scale manufacturing

capabilities.

Geographical Presence: Strong domestic presence in South India with international joint ventures in

Singapore (GalaxyWatt, AV SW Green).

Strategic Shift: Re-establishing distribution channels and reassigning key management (Mr. K.V.

Nachiappan) to lead the BESS product development and channel recreation.

2. MANAGEMENT COMMENTARY & OUTLOOK

Management justifies executive remuneration despite "inadequate profits" by citing continued investment in

Line 2 manufacturing, BESS entry, and distribution strengthening.

The strategic focus has shifted toward becoming a developer/holding company, evidenced by massive

Material Related Party Transactions (RPTs) with SPVs like Gridnex Solar Power and USolar.

The company is seeking to increase borrowing powers to ₹2,000 Crores, a 300% increase relative to current

revenue, signaling potential large-scale IPP projects or BESS manufacturing plants.

Management is "re-establishing" and "re-creating" distribution channels and products, acknowledging that

previous iterations failed to build a sufficient competitive moat.

There is a clear intent to protect promoter cash flows, seeking approval for "minimum remuneration" for

Whole-Time Directors even in the event of no profits.

The demand environment is viewed through the lens of high-stakes technological pivots (BESS) rather than

steady-state growth in the core EPC business.

The long-term vision involves a complex web of subsidiaries and SPVs, increasing the listed entity's role as a

capital provider and guarantor for group projects.

Management Tone: The tone is defensively optimistic and entrenched. While acknowledging "inadequate

profits," there is no recognition of value destruction (ROCE < Cost of Debt). The strategy relies on

aggressive, debt-funded expansion into unproven areas (BESS) while maintaining a high-cost, family-centric

executive structure that decouples pay from operational performance.

3. FINANCIAL ANALYSIS

3.1 Financial Statements

Source: Screener.in — all monetary values in ₹ Crores. Use these numbers directly.
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P&L Statement (₹ Crores)

Line Item Mar 2026 Mar 2025

Sales - 657.00 622.00

Sales Growth % 5.70 156.06

Expenses - 506.00 525.00

Material Cost % - 54.00 61.00

Raw material cost 442.00 297.00

Change in inventory -89.00 83.00

Manufacturing Cost % 0.00 13.00

Employee Cost % 5.00 4.00

Other Cost % 18.00 7.00

Operating Profit 151.00 97.00

OPM % 23.00 16.00

Other Income - 34.00 47.00

Exceptional items -1.91 26.56

Other income normal 36.08 20.38

Interest 61.00 57.00

Depreciation 49.00 43.00

Profit before tax 76.00 44.00

Tax % 24.00 68.00

Net Profit - 58.00 14.00

Minority share -2.00 -1.00

Exceptional items AT -1.00 9.00

Profit excl Excep 59.00 5.00

Profit for PE 57.00 5.00

Profit for EPS 55.00 13.00

Profit Growth % 1,047.00 -83.00

EPS in Rs 36.39 8.31

Dividend Payout % 10.00 36.00



Balance Sheet (₹ Crores)



Line Item Mar 2026 Mar 2025

Equity Capital 15.00 15.00

Reserves 906.00 842.00

Borrowings - 798.00 628.00

Long term Borrowings 380.00 315.00

Short term Borrowings 414.00 308.00

Lease Liabilities 4.00 4.00

Other Borrowings 0.00 0.00

Other Liabilities - 364.00 265.00

Non controlling int 33.00 20.00

Trade Payables 145.00 113.00

Advance from Customers 0.00 65.00

Other liability items 186.00 66.00

Total Liabilities 2,083.00 1,749.00

Fixed Assets - 842.00 813.00

Land 0.00 27.00

Building 0.00 74.00

Plant Machinery 0.00 736.00

Equipments 0.00 13.00

Computers 0.00 2.00

Furniture n fittings 0.00 5.00

Vehicles 0.00 3.00

Intangible Assets 107.00 3.00

Other fixed assets 0.00 218.00

Gross Block 0.00 1,082.00

Accumulated Depreciation 0.00 269.00

CWIP 162.00 7.00

Investments 276.00 268.00

Other Assets - 803.00 661.00

Inventories 173.00 172.00

Trade receivables - 61.00 65.00

Receivables over 6m 0.00 18.00

Receivables under 6m 0.00 50.00

Prov for Doubtful 0.00 -3.00

Cash Equivalents 195.00 192.00

Loans n Advances 55.00 44.00

Other asset items 319.00 189.00



Line Item Mar 2026 Mar 2025

Total Assets 2,083.00 1,749.00

Cash Flow Statement (₹ Crores)

Line Item Mar 2026 Mar 2025

Cash from Operating Activity - 95.00 130.00

Profit from operations 183.00 119.00

Receivables 0.00 -10.00

Inventory -1.00 58.00

Payables 57.00 -22.00

Loans Advances 0.00 0.00

Other WC items -135.00 -8.00

Working capital changes -79.00 18.00

Direct taxes -8.00 -7.00

Cash from Investing Activity - -198.00 -113.00

Fixed assets purchased -242.00 -138.00

Fixed assets sold 8.00 1.00

Investments purchased 0.00 0.00

Investments sold 6.00 29.00

Interest received 17.00 15.00

Dividends received 4.00 0.00

Invest in subsidiaries 0.00 0.00

Investment in group cos 0.00 0.00

Redemp n Canc of Shares 1.00 0.00

Other investing items 8.00 -20.00

Cash from Financing Activity - 50.00 19.00

Proceeds from borrowings 160.00 294.00

Repayment of borrowings -55.00 -212.00

Interest paid fin -61.00 -57.00

Dividends paid -5.00 -6.00

Financial liabilities 0.00 0.00

Other financing items 10.00 0.00

Net Cash Flow -52.00 37.00

Free Cash Flow -138.00 -7.00

CFO/OP 68.00 142.00



Key Ratios (₹ Crores)

Line Item Mar 2026 Mar 2025

Debtor Days 34.00 38.00

Inventory Days 179.00 166.00

Days Payable 150.00 108.00

Cash Conversion Cycle 63.00 95.00

Working Capital Days 69.00 -62.00

ROCE % 9.00 5.00

3.2 Financial Analysis Summary

Revenue from operations grew by 5.70% to ₹657.00 Cr, driven by a 31% surge in Solar Photovoltaic

Panels sales, while the shift toward component sales expanded the Operating Profit margin (OPM) to

23.00% from 16.00% as Material Cost % fell to 54.00%.

PAT of ₹58.00 Cr is heavily reliant on Other Income of ₹36.08 Cr—representing 47% of Profit Before Tax—

which includes non-recurring gains such as ₹8.02 Cr from investment sales, suggesting core earnings

sustainability is lower than the headline growth of 1,047.00%.

Working Capital efficiency deteriorated as Inventory remained flat at ₹173.00 Cr, but Finished Goods

spiked 235.92% to ₹91.47 Cr while Raw Materials dropped by 59.51%, signaling a potential slowdown in

sales velocity that contributed to CFO falling to ₹95.00 Cr from ₹130.00 Cr.

A significant cash drain is evident in Other Assets, where Supplier Advances skyrocketed 267.87% to 

₹144.61 Cr, representing 22% of annual Revenue; this outflow, combined with a 1500% spike in Statutory

Dues Payable to ₹37.51 Cr, indicates severe Working Capital stress.

Total Debt increased to ₹798.00 Cr to fund a substantial Capex of ₹242.00 Cr, leading to a negative Free

Cash Flow (FCF) of -₹138.00 Cr; high leverage is further evidenced by Finance Costs of ₹61.00 Cr,

consuming 40% of Operating Profit.

Trade Receivables decreased to ₹61.00 Cr, improving Debtor Days to 34.00, but quality is weakening as

undisputed receivables older than 3 years jumped 784.91% to ₹4.69 Cr, alongside high customer

concentration with two clients contributing over 27% of Revenue.

ROCE improved to 9.00% from 5.00%, yet the company employs aggressive accounting by using useful lives

for Solar Plants (25 years) that exceed Schedule II norms, suppressing Depreciation at ₹49.00 Cr and

inflating reported PAT.

The Balance Sheet shows Intangible Assets rising to ₹107.00 Cr due to treating PPAs as "rights to charge

users," while CWIP of ₹162.00 Cr indicates significant ongoing projects yet to contribute to Revenue or CFO.

Other Assets are impacted by a ₹105.30 Cr increase in Supplier Advances, while Other Liabilities are

pressured by a ₹35.17 Cr spike in Statutory Dues, suggesting a simultaneous strain on cash and potential

delays in government payments.

Other Expenses were significantly impacted by Exchange differences (₹11.84 Cr), which surged 333%, and

Miscellaneous expenses (₹6.60 Cr) which doubled without detailed disclosure, further eroding the quality of

the bottom line.

The dominant financial theme of the year is a leveraged transition toward manufacturing and BESS,

characterized by aggressive accounting, a massive working capital trap in supplier advances, and a

total reliance on debt to fund negative free cash flows.
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3.3 Contingent Liabilities & Commitments

Income Tax Matters: ₹13.83 Cr (reduced from ₹152.55 Cr, suggesting settlements or reversals).

Excise, GST & Sales Tax Disputes: Total disputed tax matters stand at ₹20.43 Cr, with only ₹2.23 Cr

deposited under dispute.

Bank Guarantees: Surged 263% to ₹109.58 Cr, reflecting increased bidding for large-scale EPC projects.

Capital Commitments: ₹17.01 Cr related to ongoing capacity expansions.
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3.9 Earnings Quality & Forensic Checks



# Check Impact Status Evidence Notes Detail

1 PAT vs CFO trend

Profit ↓ — earnings

overstate cash; ₹105 Cr

supplier advance spike

drains operating liquidity.

🚩

PAT ₹58 Cr vs CFO ₹95

Cr; FCF negative at -

₹138 Cr.

Note 11: Supplier advances

skyrocketed 267% to ₹144.61

Cr, hindering cash

conversion.

2

Receivables &

channel-stuffing

signal

Revenue ↑↓ — inventory mix

shift; finished goods surge

235% despite stagnant 5.7%

sales.

⚠

Receivables ₹61 Cr +

Inventory ₹173 Cr vs

Sales ₹657 Cr.

Note 8: Finished goods rose

from ₹27.23 Cr to ₹91.47 Cr,

signaling potential

overproduction.

3

Revenue timing

(unbilled/contract

assets)

Revenue ↑ — aggressive

recognition; shift to

percentage-of-completion for

₹71.14 Cr EPC contracts.

⚠

Advance from

customers dropped

from ₹65 Cr to ₹0 Cr.

Note 21.1: Shift from "point in

time" to "over period of time"

for solar systems.

4
Revenue from

related parties %

Neutral — low RPT revenue

risk; sale of goods to KMPs

negligible.

✅
Sale of goods to KMPs

at ₹0.02 Cr.

Note 33: Related party

transactions primarily limited

to remuneration and

dividends.

5
Inventory vs

revenue growth

Profit ↓ — margin risk;

finished goods grew 235%

while revenue grew only

5.7%.

🚩

Inventory flat at ₹173 Cr

but internal mix shifted

to finished goods.

Note 8: Raw materials

dropped 59% while finished

goods spiked, suggesting

unsold stock buildup.

6
Inventory valuation

method change

Neutral — no explicit policy

change; auditor focuses on

NRV for solar panels.

✅

Inventory valued at

lower of cost or net

realisable value.

Auditor KAM: Focus on NRV

due to risk of technological

obsolescence in solar

components.

7
Exceptional items in

operating profit

Profit ↑ — non-core boost;

₹36.08 Cr normal other

income represents 47% of

PBT.

🚩

Exceptional items at -

₹1.91 Cr; Other income

normal at ₹36.08 Cr.

Note 22: Other income

includes ₹8.02 Cr gain on sale

of investments and interest.

8
Depreciation rate vs

useful life policy

Profit ↑ — aggressive

accounting; useful lives

exceed Schedule II norms,

reducing annual charges.

⚠

Depreciation ₹49 Cr;

Solar plants (25 yrs)

and Windmills (22 yrs).

Note 2(j): Useful lives based

on internal assessment are

higher than statutory

guidelines.

9
Provision reversals

boosting PAT

Profit ↑ — tax provision

reversal; contingent liability

for income tax fell 91%.

✅

Income tax matters fell

from ₹152.55 Cr to

₹13.83 Cr.

Note 35: Massive reduction in

disputed tax liabilities

suggests successful

settlements or reversals.

10
Tax rate

consistency

Profit ↑ — low effective tax;

24% P&L tax vs ₹8 Cr cash

tax.

⚠

P&L Tax % at 24% on

₹76 Cr PBT; Cash tax

paid ₹8 Cr.

Note 16: Significant reliance

on deferred tax assets from

carry-forward business

losses.

11
CWIP age and

stalling projects

Neutral — active expansion;

CWIP surged to ₹162 Cr

from ₹7 Cr.

✅

CWIP ₹162 Cr; Fixed

assets purchased ₹242

Cr in CFO.

Note 3: Capital advances of

₹26.48 Cr support upcoming

solar asset commissioning.

12

Deferred tax asset

recognition

adequacy

Profit ↑ — valuation risk;

₹65.95 Cr DTA recognized

on carry-forward business

losses.

⚠

Deferred tax liability of

₹12.42 Cr recognized in

P&L.

Note 16: DTA recoverability

depends on future taxable

profits, flagged as a KAM.

13
RPT quantum and

trend

Profit ↓ — rising overheads;

KMP remuneration ⚠



# Check Impact Status Evidence Notes Detail

increased 60% YoY to ₹6.35

Cr.

KMP Remuneration

₹6.35 Cr vs ₹3.96 Cr in

FY25.

Note 33: Driven by new CEO

appointment and MD

remuneration of ₹1.98 Cr.

14
Dividend paid vs

FCF adequacy

Neutral — conservative

payout; ₹5 Cr dividend paid

despite negative ₹138 Cr

FCF.

⚠

Dividend payout 10%;

FCF -₹138 Cr;

Borrowings increased

by ₹170 Cr.

Cash Flow: Dividends paid

funded by fresh borrowings

rather than organic free cash

flow.

15

Auditor KAM:

Service Concession

Arrangements

Profit ↑↓ — classification

risk; PPAs treated as

Intangible Assets rather than

PPE.

⚠
Intangible Assets ₹107

Cr.

Note 37: Incorrect

classification would materially

misstate the asset base and

depreciation profile.

16
Working Capital:

Supplier Advances

Profit ↓ — cash leakage risk;

267% spike in advances to

suppliers.

🚩

Supplier Advances

₹144.61 Cr (22% of

Revenue).

Note 11: Massive cash

outflow to vendors/related

parties that precedes revenue

generation.

17
Statutory Dues

Delay

Neutral — liquidity friction;

1500% spike in dues

payable.

⚠
Statutory Dues ₹37.51

Cr vs ₹2.34 Cr.

Note 2: Suggests aggressive

deferral of government

obligations to manage cash.

18
Subsidiary/JV

Performance

Profit ↓ — investment

erosion; unrecognised

losses in Singapore JVs.

🚩
Unrecognised JV losses

₹0.87 Cr.

Note 34: Cumulative losses

have exceeded investment

value in GalaxyWatt.

4. MANAGEMENT & GOVERNANCE

A. Auditor Report & Key Audit Matters

Audit Opinion: Unqualified.

KAM 1: Service Concession Arrangements (SCA): Auditor flagged the assessment of PPAs under Ind AS

115. Management treats these as intangible assets (right to charge users) rather than PPE. This is a high-

judgment area; incorrect classification would materially misstate the asset base and depreciation profile.

KAM 2: Deferred Tax Recognition: Focus on recognition of Deferred Tax Assets (DTA) of ₹65.95 Cr on

carry-forward losses. Recoverability depends on management's projections of future taxable profits, subject

to significant estimation uncertainty.

KAM 3: Inventory Valuation: With Finished Goods surging 235.92% to ₹91.47 Cr, the auditor highlighted the

risk of NRV being lower than cost due to rapid technological obsolescence in the solar sector.

Audit Fees: Legal and professional fees at ₹9.36 Cr (1.42% of revenue).

Audit Trail: Auditor confirmed accounting software with an edit trail (log) feature was used throughout the

year.
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B. Related Party Transactions

Party Relationship Nature Amount (₹ Cr) Concern

Gridnex Solar Power Related Entity Material RPT (Proposed) 390.12 Cr Exceeds 50% of Revenue

Gridnex Solar Power Related Entity Material RPT (via Subsidiary) 387.36 Cr Significant Project Exposure

USolar Assetco Four Subsidiary Material RPT (Proposed) 229.90 Cr High Intra-group Volume

KMP Remuneration KMP Remuneration 6.35 Cr 60.35% YoY Increase

Promoter Group Promoters Dividends Paid 2.51 Cr Neutral

Joint Ventures JVs Unrecognised Losses 0.87 Cr Investment Erosion

Proposed RPTs: Total over ₹1,000 Cr, significantly exceeding annual consolidated revenue (₹657.12 Cr).

This indicates a massive shift toward structured project execution through related entities.

% of Revenue: 155.85% (Total Proposed RPTs ₹1,024.20 Cr / Revenue ₹657.12 Cr).

% of CFO: 1,078.10% (Total Proposed RPTs ₹1,024.20 Cr / CFO ₹95.00 Cr).

C. Shareholding

Pledged Shares: 0.00% of promoter holding is pledged.

D. Board Composition + KMP Compensation

Total Directors: 11 | Independent %: 45.45% (Below 50% threshold).

Women Directors: 3 (Ms. V.C. Mirunalini, Mrs. Jayashree Nachiappan, Mrs. Uma Prakash).

Family Concentration: Board and senior management are heavily family-centric, including the Vice

Chairman (R. Chellappan), his son (V.C. Raghunath), daughter (V.C. Mirunalini), and the JMD's daughters

(Aarthi and Preetha Balan).

KMP Compensation: Total KMP remuneration grew 60.35% (₹3.96 Cr to ₹6.35 Cr), outpacing the 55.67%

growth in Operating Profit.

Family "Places of Profit": Ms. Aarthi Balan and Ms. Preetha Balan (daughters of JMD) receive ~₹32 Lakhs

each + 0.1% Net Profit commission for MARCOM/IT and HR roles, which is unconventional for non-board

administrative functions.

F. Capital Allocation & Capex

Action FY Current (₹ Cr) FY Prior (₹ Cr) % of CFO Signal

Capex (Fixed Assets) 242.00 Cr 138.00 Cr 254.73% 🚩

Dividends Paid 5.00 Cr 6.00 Cr 5.26% ✅

Net Debt Change 170.00 Cr 82.00 Cr 178.94% 🚩

Interest Payments 61.00 Cr 57.00 Cr 64.21% 🚩

Supplier Advances 105.30 Cr 39.31 Cr 110.84% 🚩

CAPEX Analytical Notes: CFO (₹95 Cr) covers only 39% of Capex (₹242 Cr). The gap is bridged by new

borrowings. Capex is primarily for the new 700 MW facility and BESS development. Capex surged 75% YoY

while Revenue grew only 5.7%, signaling a significant lag in utilization.
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H. Risks

Working Capital Stress: 267% spike in Supplier Advances (₹144.61 Cr) represents a massive cash trap

and potential for related-party leakage.

Inventory Obsolescence: 235% spike in Finished Goods (₹91.47 Cr) creates write-down risks if solar

technology shifts rapidly.

Customer Concentration: 27% of revenue from just two customers (Ganesha Power and Milky Mist) creates

high top-line vulnerability.

Forex Volatility: 333% surge in exchange losses (₹11.84 Cr) indicates unhedged import exposure.

Tax Litigation: Disputed tax matters of ₹20.43 Cr remain a cash outflow risk.

5. SCORECARD & VERDICT

Part A: Scorecard

Dimension
Rating

(1–5)
Delta Key Evidence One-line Rationale

Business Quality 2 ↓
Revenue growth 5.7% vs Capex

75%; 27% customer concentration.

Core EPC business is commoditized,

forcing a high-risk pivot to BESS.

Financial Health 2 ↓
D/E rising; FCF -₹138 Cr; Interest

consumes 40% of Op Profit.

Negative FCF and high debt reliance to

fund working capital and capex.

Earnings Quality 1 ↓
Other Income = 47% of PBT; 267%

spike in Supplier Advances.

Profits are inflated by non-core income

and aggressive accounting policies.

Management &

Governance
2 ↓

Proposed RPTs > Revenue; Family

commissions in HR/IT roles.

Deepening family concentration and

RPTs raise significant tunneling

concerns.

Capital Allocation &

Earnings Visibility
2 ↓

ROCE 9% vs Debt Cost ~9%;

Capex not yet driving revenue.

Value-destructive capex funded by debt

with poor near-term visibility.

BUSINESS POSITIVES (for this company this year) * ✅ Margin Expansion: Operating Profit Margin

expanded to 23.00% from 16.00% due to a better product mix. * ✅ Segment Growth: Solar Photovoltaic Panels

sales grew by 31% YoY to ₹291.71 Cr. * ✅ Debt Resolution: Successfully repaid External Commercial

Borrowings (ECB) of ₹9.33 Cr, reducing USD debt risk. * ✅ Tax Settlement: Massive 91% reduction in

contingent liabilities for Income Tax (from ₹152.55 Cr to ₹13.83 Cr).

BUSINESS NEGATIVES / CONCERNS (for this company this year) * 🔴 Working Capital Trap: Supplier

advances skyrocketed 267% to ₹144.61 Cr, draining 22% of annual revenue in cash. * 🔴 Negative Free Cash

Flow: FCF stood at -₹138.00 Cr, forcing the company to fund dividends and capex through fresh debt. * 🔴

Inventory Risk: Finished Goods inventory spiked 235% to ₹91.47 Cr despite stagnant 5.7% revenue growth. * 🔴

Governance Red Flag: Proposed Related Party Transactions (₹1,024 Cr) exceed the company's total annual

revenue. * 🔴 Earnings Quality: Other Income (₹36.08 Cr) accounts for nearly half (47%) of the reported Profit

Before Tax. * 🔴 Liquidity Friction: A 1500% spike in Statutory Dues Payable (₹37.51 Cr) suggests delays in

government payments.

OVERALL SCORECARD SUMMARY Swelect Energy Systems is in a deteriorating state, characterized by a

fundamental decoupling of reported profits from cash generation. While margins have improved on paper, the

business is trapped in a massive working capital cycle with supplier advances and finished goods inventory

ballooning. Governance has weakened significantly, with proposed related-party transactions exceeding total

revenue and a deepening of family-linked compensation structures. The company is currently on a value-
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destructive trajectory, using high-cost debt to fund a high-stakes gamble on BESS technology while the core

business fails to generate positive free cash flow.

Part B: Governance Check Matrix

# Check Status Evidence

1 Audit opinion clean? ✅ Unqualified opinion.

2 Promoter pledge = 0? ✅ 0.00% pledged.

3 KMP pay < 5% of PAT? ⚠
KMP Remuneration (₹6.35 Cr) is 10.9% of

PAT (₹58 Cr).

4
RPT quantum < 5% of

revenue?
❌

Proposed RPTs (₹1,024 Cr) are 155% of

Revenue.

5 Board > 50% independent? ❌ 45.45% (5/11) Independent.

6 At least 1 woman director? ✅ 3 women directors present.

7
No statutory dues

outstanding?
⚠ 1500% spike in dues payable (₹37.51 Cr).

8 No fraud reported? ✅ No fraud reported by auditors.

9 Audit trail enabled? ✅ Confirmed by auditor.

10 Frequent Auditor change ✅ No frequent changes noted.

Final line: "Total: 6/10 ✅ — Governance

Rating: 2"

Part C: Investor Verdict

THESIS: A family-controlled solar player attempting a high-leverage pivot into BESS while core operations suffer

from poor cash conversion and excessive related-party exposure.

OVERALL STANCE: AVOID

RATIONALE: The combination of negative FCF, massive supplier advances (22% of revenue), and RPTs

exceeding total revenue creates an unacceptable risk profile for minority shareholders. RE-EVALUATE WHEN:

Supplier advances drop below 5% of revenue AND FCF becomes positive for two consecutive quarters. BULL

CASE: Rapid BESS adoption and successful commissioning of the 700 MW plant leads to 30%+ revenue growth

and debt reduction. BEAR CASE: Technological obsolescence of the ₹91 Cr finished goods inventory and a

liquidity crunch due to the ₹144 Cr cash trap in supplier advances. KEY MONITORABLE: Supplier Advances:

₹144.61 Cr → watch threshold < ₹40 Cr.



7. YEAR-OVER-YEAR ANALYSIS

7.1 Changes

Metric /

Theme
Summary A Status Summary B Status Forensic Takeaway

Capital

Allocation

₹138 Cr Capex

(94% of CFO).

₹242 Cr Capex (254% of

CFO).

The company has transitioned to a debt-fueled expansion

strategy that far outstrips its organic cash-generating

capacity.

Governance &

RPTs

MD pay decoupled

from 83% PAT

crash.

Proposed RPTs (₹1,024

Cr) exceed total

Revenue.

Governance risk has escalated from executive pay

misalignment to a high-risk structure where related-party

dealings dwarf the actual business operations.

Working

Capital

Inventory liquidation

(1,034 to 166 days).

Supplier Advances spike

267% to ₹144.61 Cr.

A massive cash trap has emerged in supplier advances,

representing a significant liquidity drain and potential for

related-party leakage.

Margin

Trajectory

16% OPM (Module-

heavy mix).

23% OPM (Component-

heavy mix).

While operating margins expanded due to product mix

shifts, the quality of earnings remains compromised by a

heavy reliance on non-operating income.

Solvency Risk

₹152.55 Cr Tax

Dispute (18% of

Equity).

₹13.83 Cr Tax Dispute

(91% reduction).

The resolution of the massive tax dispute has significantly

de-risked the balance sheet from a terminal solvency

perspective.

Liquidity

Friction

₹2.34 Cr Statutory

Dues.

₹37.51 Cr Statutory

Dues (1500% spike).

The explosion in unpaid government obligations signals

severe operational liquidity stress and aggressive cash

conservation tactics.

7.2 Persistent Patterns

Negative Free Cash Flow (FCF): The company remains structurally unable to fund its operations and growth

from internal accruals, resulting in a multi-year streak of negative FCF.

Value Destruction (ROCE vs. Cost of Debt): ROCE consistently fails to meaningfully exceed the cost

of debt, indicating that aggressive asset expansion is not yet translating into shareholder value.

Aggressive Depreciation Policy: Management continues to use a 25-year useful life for solar assets,

which exceeds standard norms and serves to artificially inflate reported PAT by deferring depreciation costs.

High Family Concentration: The board remains below the 50% independence threshold, with a persistent

trend of appointing family members to "places of profit" in administrative and technical roles.

Reliance on Non-Operating Income: In both periods, core operational earnings are weak, with the bottom

line heavily supported by "Other Income" and non-recurring investment gains.

Negative Net Cash Position: A persistent reliance on bank overdrafts and short-term borrowings

continues to result in a negative net cash balance for cash flow purposes.

Leveraged Growth Model: The company maintains a consistent behavior of funding long-term capex and

dividend payouts through fresh debt issuances rather than operational cash flow.
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