Gensol Engineering Ltd — Nov 2024 Quarterly Analysis

1. VERDICT & BUSINESS QUALITY SNAPSHOT

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

Result: Beat (Topline) / Mixed (Earnings Quality) One-line: Gensol is successfully scaling its Solar EPC and
BESS order books to massive levels, but the fundamental thesis is increasingly complex due to a significant

accounting restatement in EV leasing and continued delays in EV manufacturing.

Dimension

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 / Return Ratio
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

This Quarter

Strong Beat (H1)

Low (Accounting
Shift)

Strong (EPC/BESS)

Neutral

Improving (BESS)

Q#2 - Restatement

Leverage &
Accounting

Investment / Pivot

Stable

High (BESS)

Strong (H1)

Widening

Adequate

Improving

Reliable (Topline)

Manufacturing
Delays

Aggressive /
Technical

Signal | Evidence

H1 Revenue grew 49% YoY to [¥10 Cr; reaffirms 2,000
Cr FY25 target.

PAT growth distorted by restatement of EV leases from
Operating to Finance.

Order book visibility of [8,000 Cr provides clear path to
FY25/26 targets.

High marks for EPC execution; skepticism remains on EV
manufacturing timelines.

Pivot to high-margin (90% EBITDA) BESS assets
improves long-term FCF profile.

Management moved leases to Finance Lease, recognizing
up-front asset "sales."

Concern over interest coverage and the logic behind
restating historicals.

Aggressive transition from EPC contractor to Asset Owner
(BESS) and OEM.

Segment margins at 14.5% (EPC); consolidated EBITDA
guidance 17-18%.

Winning GUVNL tenders at IRR > 15% despite falling
battery costs.

CFO of [154 Cr significantly higher than PAT of [50 Cr due
to WC release.

First-mover in Bio-Hydrogen and large-scale standalone
BESS in India.

Net Debt-to-Equity improved from 2.2x to 1.4x; Gross Debt
(1,212 Cr.

WC days reduced from 170 to 136 in H1 FY25.

Consistently meeting growth targets; Manufacturing
timelines have shifted.

EV Car launch pushed again to Q1 FY26 (April-June
2025).

Focused on balance sheet deleveraging and structural
energy transition.



Key Takeaways (Positives & Negatives): * Positives: Solar EPC continues to fire on all cylinders with 75% H1
revenue growth and a [B,400 Cr order book. The BESS (Battery Storage) segment is the new valuation anchor,
with [B,100 Cr in revenue visibility and exceptional 90% EBITDA margins. Deleveraging is progressing well, with
debt-to-equity dropping to 1.4x and H1 debt reduction of [185 Cr. * Negatives: The accounting restatement
(Operating to Finance Lease) for EV leasing makes historical comparisons difficult and pulls profit forward by
recognizing asset "sales" upfront. The EV manufacturing segment (Chakan plant) continues to be a drag on
timelines, with the launch now pushed to mid-2025. * The Street’s Concern: Analysts are questioning the optics
of the (40 Cr "one-time" interest spike caused by the restatement and whether the [2,000 Cr FY25 target is too
back-ended. Management Response: H2 is historically 60-70% of revenue, and current order visibility supports
the target. * Forward Watchpoint: The execution of the Khavda solar projects and the actual start of
commercial vehicle testing for the Chakan EV plant.

2. BUSINESS PERFORMANCE

2A. KEY METRICS DATA SOURCE: PPT not available — all numbers sourced from concall transcript.

Current Qtr YoY QoQ

Metric Trend Mgmt Commentary
(Q2/H1) Change Change
Revenue (H1 Driven by 75% growth in Solar EPC and
. [¥10 Cr 49% 1 N/A 1 . )
Consolidated) scaling EV leasing.
EBITDA (H1 . . . . . .
. 183 Cr 138% 1 N/A 1 Margin expansion via business mix shift.
Consolidated)
EBITDA Margin % ~25.7% (H1) 1 N/A 1 Guided for 17-18% sustainable for full year.
Impacted by restatement and subsidiar
PAT (H1 Consolidated) [50 Cr 52% 1 N/A 1 bu:Jn v v
Reduced by 185 Cr in H1; Net Debt/Eq at
Gross Debt 1,212 Cr ! 1 (vs Q1) 1
1.4x.
Impacted by [40 Cr one-time restatement
Interest Coverage (x) ~2.0x ! ! l
entry.
. . ! Significant improvement from 170 days in
Working Capital Days 136 Days | 1
(Improved) Mar-24.
Cash Flow from Ops . . -
(H1) (154 Cr 1 N/A 1 High conversion due to WC efficiency.
Solar EPC Order Book  [B,400 Cr 1 1 1 Excluding pending awards of ~[2,000 Cr.
. Diversifying beyond BluSmart to 30+
EV Leasing AUM 800 Cr 1 1 1
customers.
BESS Revenue .
(8,100 Cr 1 1 1 Contracted over 12 years with GUVNL.

Visibility

2B. SEGMENT BREAKDOWN



Segment

Revenue
(H1)

Key Development

Solar EPC
EV
Leasing
Scorpius

EV Mfg

606 Cr

204 Cr

Not Stated

Negligible

75% 1

N/A

N/A

N/A

Margin

(H1)

14.5% 1 High
N/A 0 Mid
Negative ! Low
Negative ! Low

Massive wins in Khavda; entry into

Dubai.

Shifted to Finance Lease; AUM > [B00

Cr.

Investing in US market certifications.

First Made-in-India EV testing ongoing.

3. MANAGEMENT OUTLOOK & EXECUTION TRACKER

Dimension

Category

Management

Required Run-Rate /

Historical

Risk Flag

Guidance

Guidance

Guidance

Strategy

Strategy

Balance

Revenue
(FY25)

Margins

EV
Manufacturing

Scorpius

BESS
Execution

Deleveraging

Target / Claim Mathematical Feasibility

2,000 Cr

17-18%
(Consolidated)

Q1 FY26 Laun

US Market Entry

Delivery

Needs [1,290 Crin H2 ((645 Cr/  High (Strong H2

gtr). Q1-Q2 avg was [B55 Cr.
H1 is currently >20%; looks
conservative.

6-month window to finalize

ch
design changes.

Seeking certification in <6
months.

12-18 month commissioning

Dec-25 to June-26

Further Debt
Reduction

cycle.

Linked to warrant conversion
(C400 Cr).

bias).

High.

Missed (Prior
FY25 guidance).

New market entry.

First of its kind.

Met (H1 debt
reduction).

Medium
(Back-
ended).

Low.

High.

Medium.

Medium.

Low.



4. ANALYST Q&A



Analyst /

Q# Relevance .
irm

Theme
Cluster

Category

Underlying
Concern

Management
Response &
Investment
Implication

Evaded /
\[o]
Addressed

Credibility Verdict

Garvit
Goyal /
Nvest

Garvit
Goyal /
Nvest

Deepanshu
Jain / Hem

Matrix Gas
JV

Restatement

Power Gen

Business
Overview

Financials

Business
Overview

What is the
arrangement
and profit
share with
Matrix Gas
in the recent
consortium
wins?

What is the
rationale
behind the
financial
statement
correction
for EV
leasing?

What are
the (1,820
Crin "solar
power
generation"
orders in the

Management
clarified there is
no JV or
subsidiary, but
a project-
specific
consortium
where Gensol
provides RE
expertise and
Matrix provides
electrolyzer
technology. On
Bio-H2, the
profit split is
50-50, but
Matrix takes a
higher share in
Green Steel

Clear and

None 4.0
quantified

due to
technology
ownership.

The CFO
explained that
auditors
advised
reclassifying
operating
leases as
finance leases
because the
contract terms
recover 100% Logic-

None 315 .
driven

of the asset
value. This pulls
forward
revenue and
margin
recognition as a
"sale" rather
than
recognizing
rental income
over 5 years.

Management
explained these
are KUSUM
scheme
projects from
the Gujarat
government
where Gensol

Specific

None 4.5 .
details



Q# Relevance

4 4.5
5 4.0
6 4.5

Theme
Firm Cluster

Analyst /

Kapil

Banga / Liquidity

Ind.

Kapil

P EV

Banga/ -
Timelines

Ind.

Anupam BESS

Gupta/lIFL  Economics

Category

Financials

Mgmt
Outlook

Financials

Underlying
Concern

press
release?

What is the
free cash
balance and
monthly
burn rate
given the
low interest
coverage?

Why should
we trust the
new Q1
FY26
timeline for
the EV car
after
multiple
delays?

How do the
economics
work for
BESS and
how has the
bidding

Management
Response &
Investment
Implication

Evaded /
[\[o] Credibility
Addressed

acts as an IPP,
supplying
power for 25
years. This
adds a long-
term annuity
revenue stream
(C1,800 Cr over
25 years)
distinct from
EPC.

Management
reported an
unencumbered
cash balance of
[258 Cr and
noted they are
cash-flow
positive (154
Cr OCF in H1).
The low interest
coverage was
attributed to a
one-time [40 Cr
restatement hit,
not operational
cash issues.

None 4.0

The CEO cited
design
engineering
changes to
ensure "highest
quality" and
invited
shareholders to
the plant to test
the vehicle. The
delay remains
an overhang,
but the move to
OEM status on
the Vahan
portal is a
concrete

None 3.0

milestone.

Management
targets a 15%+
Equity IRR and
noted that
battery costs
are falling faster

None 4.5

Verdict

Reassuring
cash data

Soft
credibility

Strategic
clarity



Q# Relevance

Analyst /

irm

Sudarshan /
Ind.

Mayuresh /
Retail

Theme
Cluster

Restatement

SPVs

Category

Financials

Mgmt
Outlook

Underlying
Concern

environment
changed?

What are
the specific
P&L impacts
of moving
from
operating to
finance
lease?

Why were
three new
"Hari Shakti"
subsidiaries
incorporated
recently?

Management
Response &
Investment
Implication

Evaded /
\[o]
Addressed

Credibility

than their bid
prices, creating
"mark-to-
market" gains.
They lost a
recent bid
because prices
fell even lower,
suggesting high
competitiveness
but proving
their margin
cushion.

Management
noted the P&L
recognizes the
asset sale and
residual value
(10%) on Day
1, while
reversing
depreciation
and rental
income. The
cumulative
impact on
historical profit
was roughly
(15 Cr,
indicating the
change is
mostly about
timing rather
than long-term
cash flows.

None 4.0

Management
explained these
are Special
Purpose
Vehicles (SPVs)
to house the
development
assets (BESS
and Solar IPP)
to facilitate

None 4.5

future sales to
InvITs or
pension funds.
This indicates a
"capital
recycling”
strategy where

Verdict

Technical
depth

Clear
strategy



Management
Analyst / Theme Underlying Response &

Evaded /

Q# Relevance . Category [\[o] Credibility Verdict
Firm Cluster Concern Investment
Addressed

Implication

they build,
operate, and
eventually flip
assets.

Management
clarified that the
actual interest

was [40 Cr,
while the other
[40 Crwas a
non-cash, one-
Why did . .
) time accounting
interest cost -
Rohan . ) . entry related to Quantified
9 4.0 . Interest Cost  Financials  spike to (80 None 4.5 .
Jain / Ind. ) the impact
Cr this
restatement.
quarter?

Future quarters
should reflect
the normalized
(40 Cr run-rate,
significantly
improving
coverage ratios.

Management
dismissed
competition as
being limited to
simple projects,

whereas
Is the entry
Gensol
of many . .
Gaurav ) i specializes in i
. Business players in Confident
10 35 Sachdeva/  Competition ) complex FDRE,  None 4.0
. Overview  Solar EPC tone
Sajag . BESS, and
hurting
. round-the-clock
margins? .
power. Their H1
margins at
14.5% in EPC
support this
claim of a

technical moat.

PATTERN FLAGS & SENTIMENT

* Theme: Accounting Transparency. The restatement from Operating to Finance Lease dominated the call's
technical queries. Management's defensive yet detailed explanation suggests this was a forced change by
auditors to align with "substance over form" accounting. While it doesn't change cash flows, it creates a
"lumpy" P&L that investors must now re-model.

* Theme: Deleveraging vs. Growth. Management was eager to highlight the reduction in net debt and the
improvement in the debt-to-equity ratio. However, the interest expense spike (even if one-time) remains a
sore spot. The concern will likely remain live until the QIP is closed and debt is physically retired.



» Theme: EV Skepticism. The repeated delays in the manufacturing segment have made analysts cautious.
Management’s invitation for on-road testing was a tactical move to regain trust, but the market will likely wait
for sales numbers in Q1 FY26 before assigning value to this segment.

Analyst Sentiment Verdict: The tone was skeptically optimistic. Analysts were clearly impressed by the
BESS order book and the WC improvement but remained wary of the accounting restatement and
manufacturing delays. Management's credibility in the "core” (Solar EPC) is solid, but they are in a "show me"
phase for the manufactured EV and Scorpius tracker exports.

GUIDANCE GAPS REVEALED IN Q&A | Topic | What Mgmt Claimed (Opening / Prior Q) | What Q&A Revealed
| Gap / Walk-back | Risk to Thesis | | :--- | :--- | :--- | :--- | :--- | | EV Car Launch | FY25 Launch | Q1 FY26 (Apr-Jun
25) | ~3-6 month delay | Continued burn in Chakan plant. | | Interest Cost | Declining Debt | [BO Cr Q2 Interest |
Restatement added [40 Cr non-cash hit. | Optical hit to coverage ratios. | | BluSmart Conc. | Primary Partner |
Reducing to near zero | Tactical shift to 30+ non-BluSmart customers. | Reduces partner-specific risk. |

5. WHAT CHANGED vs PRIOR QUARTER

What Changed Prior Quarter This Quarter Direction

Lease Accounting Operating Leases (Rentals) Finance Leases (Sales/COGS) I (Lower Quality)
Gross Debt 1,363 Cr 1,212 Cr 1 (Improving)
Debt/Equity 2.2x 1.4x 1 (Improving)

WC Cycle 170 Days 136 Days 1 (Improving)

EV Launch FY?25 Q1 FY26 | (Delay)

BESS Orders [B,100 Cr (Wins) [B,100 Cr (Visibility) - (Execution phase)
CFO Not Provided 154 Cr (H1) 1 (Strong cash gen)
Interest Coverage Above 2.5x ~2.0x (Adj for restatement) | (Temporary)

Investor Notes: The core thesis of Gensol as a high-growth RE proxy remains intact, bolstered by the BESS
wins. However, the "cleanliness" of the P&L has deteriorated due to the lease restatement, which pulls revenue
forward. Long-term investors should focus on the CFO-to-PAT ratio (3x in H1), which confirms that despite
accounting noise, the business is generating significantly more cash than reported profit. The upcoming QIP and
EV vehicle launch in mid-2025 are the next critical binary events.
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