Ideaforge Technology Ltd — Aug 2024 Quarterly Analysis

1. VERDICT & BUSINESS QUALITY SNAPSHOT

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

Result: Weak Miss One-line: Revenue and margins contracted sharply as the company transitions from high-

margin early adoption to competitive large-scale bidding, while order book visibility remains low.

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

Weak Miss

Low (Other Income
dependent)

Neutral

Neutral

Deteriorating (Short-term)

Q1 + Q10 (Gross Margins &
Other Income)

Margin erosion and Order
Book depletion.

Investment

Deteriorating

Eroding

Distorted

Stable (Tech-wise) / Shrinking

(Price-wise)

Strong

Deteriorating

First entry

Order Book Concentration

Defensive yet Optimistic

Key Takeaways (Positives & Negatives):

Signal | Evidence

Revenue down 11.4% YoY; PAT down 94% YoY.
PAT of (1.2 Cr is entirely supported by [6 Cr of
Other Income.

Maintains YoY growth target but depends on [BOO
Cr L1 conversion.

Transparent about margin pressure but order
book is at a multi-quarter low.

Gross margins collapsed from ~47% (FY24) to
33.3% due to pricing intensity.

Management admitted large contracts were bid at
much lower margins.

Analysts pressed on why order book fell to [54 Cr
and GM hit 33%.

Massive R&D capitalization ([1.6.5 Cr) relative to
PAT.

EBITDA margin compressed to 9.8% (vs 32.9%
YoY).

Competitive bidding for large government
contracts is squeezing spreads.

Heavy R&D capitalization masks true cash burn.

43 patents/500k flights provide tech moat; price
competition is the threat.

High cash/FD balances contributing to Other
Income.

Inventory building for "chunky" future orders while
revenue slows.

Baseline quarter for tracking.

Order book ([b4 Cr) is less than one quarter's
revenue (£86 Cr).

Emphasized "technology over QoQ results" to
deflect from margin hit.



Positives: * Technological Milestones: Crossed 500,000 cumulative flights; granted 5 new patents (Total 43),
reinforcing leadership in the domestic UAV tech stack. * International Traction: Completed Early Adopter
Program (EAP) in the US; management expects transition to "building phase" with confirmed orders in FY25. *
Diversification: Beta launch of FLYGHT CLOUD and entry into Drone-as-a-Service (DaaS) for mining/
manufacturing provides a path toward non-government, recurring revenue.

Negatives: * Margin Collapse: Gross Margin fell to 33.3% from previous high levels, driven by competitive
pricing in large government tenders won a year ago. * Revenue Quality: Excluding "Other Income" (Interest on
FDs/investments), the core business would have reported a Pre-tax Loss this quarter. * Low Visibility: The
current order book ([54.2 Cr) provides only ~0.6x cover for current quarterly revenue, making the thesis entirely
dependent on the [BOO Cr L1 pipeline conversion. *Earnings Quality: Significant R&D capitalization ([16.5 Cr)
vs. a PAT of 1.2 Cr; any slowdown in project viability could lead to future impairments.

2. BUSINESS PERFORMANCE

2A. KEY METRICS

DATA SOURCE: PPT figures used as primary source. Concall used for Mgmt Commentary column and any
number absent from PPT.

Current

Metric Mgmt Commentary

Qtr

Volume driven by execution of large competitive bids

Revenue [86.0 Cr 111.4% 116.3% !

won last year.

. 11,370 Impacted by competitive nature of large tenders;
Gross Margin (%) 33.3% 11,170 bps | .
bps prices locked a year ago.

Lower revenue scale led to negative operating
EBITDA [B.5Cr 1 73.4% 1 46.5% 1 .

leverage on fixed costs.
EBITDA Margin 12,310 Fixed expenses (Employee/R&D) stayed high while

< 9.8% 1 560 bps ! p. (Employ ) stay g

% bps revenue dipped.

Severely impacted by margin compression; saved by
PAT 1.2 Cr 1 93.7% 1 88.3% !

Other Income.

Down from [200+ Cr in previous periods; reflects
Order Book [b4.2 Cr Not stated 1 73% (est) !

"chunky" nature.

. . . Visibility into future orders; conversion expected in Q2/

L1 Pipeline [BOO+ Cr First entry First entry -

Q3 FY25.

) Entirely capitalized as intangible assets under

R&D Spend [16.5 Cr Not stated First entry -

development.
Employee Cost . . ) .
(Cap) [10.0 Cr First entry First entry - Portion of employee cost capitalized as part of R&D.
Other Income [6.0 Cr Not stated Not stated = Interest on FDs and maturity of investments.

2B. SEGMENT BREAKDOWN



Revenue (O vs Company

Segment Margin Trend Key Development
g cn) g Avg Yy p

70% of total revenue; driven by large

Defense ~[60.2 Cr Not stated Lower - Above Avg Vol »
competitive tenders.

30% of total revenue; focus on DaaS and

Civil ~[25.8 Cr Not stated Higher = Below Avg Vol
FLYGHT CLOUD.

3. MANAGEMENT OUTLOOK & EXECUTION TRACKER

. . Management Target / Required Run-Rate / Historical .
Dimension Category . . - . Risk Flag
Claim Mathematical Feasibility Delivery
Requires ~[B50 Cr+ revenue High risk if L1
Guidance Revenue Full year YoY growth. in H2 to beat FY24 ([B16 First entry conversion
Cr). delays.
Requires EBITDA margins of
. . Blended margins similar g . 9 . High risk due to
Guidance Margins ~25%-+ in H2 to offset Q1 First entry o .
to FY24 (~18% EBITDA). pricing intensity.
(9.8%).
Current run-rate suggests o
) Volume / 10,000 drones per year o i ) Low utilization
Guidance . ) ~10% utilization of this First entry
Capacity capacity. . overhang.
capacity.
) Transition to "building Transitioning from PoC to : Execution risk in
Strategy International . . . First entry
phase" in US. confirmed orders in FY25. new geo.

Entirely dependent on

No signs of "pausing" in . Timing
Macro Demand L government procurement First entry .
force modernization. uncertainty.
cycles.
R&D Amortize over 3 years High amort. charge expected . . .
Balance First entry Margin headwind.

Capitalization once launched. in FY26/27.



4. ANALYST Q&A



Q# Relevance

1 5.0
2 4.5
7 4.0

Theme
Firm Cluster

Analyst /

Category

Dipen
Vakil,
Phillip
Capital

Margins Financials

Dipen

Vakil, Business
- Order Book .

Phillip Overview

Capital

Deepak
Poddar,
Sapphire
Capital

Margins Financials

Underlying
Concern

What led to
the fall in
gross
margin
from prior
levels?

The order
book of
[52.4 Cr
seems
"bleak"
compared
to the L1
pipeline.

How will
you
maintain
FY24
EBITDA
margins
given the
weak Q17?

Management
Response &
Investment
Implication

Management
explained that
gross margins
are determined
by bids won
close to a year
ago which were
"competitively
bid" and locked.
Pricing
pressure in
large tenders is
now visible in
reported
numbers,
suggesting
lower
sustainable
margins for
mass-market
drone orders.

Management
stated the L1
pipeline of [(BOO
Cr+ is where
they are the
"only vendor
under
consideration”
and conversion
is expected in
Q2/Q3.
Revenue
visibility is
extremely
lumpy, making
current quarter
performance a
poor proxy for
annual capacity.

Management
indicated
confidence in
the pipeline and
suggested that
fixed costs will
be absorbed as
revenue
increases in
H2. This implies
H2 must be
significantly

Evaded /

[\ o] Credibility Verdict

Addressed

None 4.0
Exact

timeline of 3.0
conversion

None 3.0

Clear and
quantified

Vague but
consistent

Aggressive
target



Q# Relevance

10

11

12

5.0

4.5

4.5

Theme
Firm Cluster

Analyst /

Category

Piyush

Goel, Earnings
Indiv. Quality
Investor

Financials

Piyush

Goel, Business
) Order Book .

Indiv. Overview

Investor

Piyush

Goel, Earnings
Indiv. Quality
Investor

Financials

Underlying
Concern

Why is
employee
cost down
while R&D
is
expanding?

Why has
the order
book
dropped to
1/4th of
previous
levels?

Other
income of
[6 Cr is the
only reason
the
company is
profitable.

Management
Response &
Investment
Implication

more profitable
than H1 to hit
"similar to last
year" targets.

Management
clarified that
(10 Cr of
employee cost
was capitalized
into R&D this
quarter, and the
decline in the
P&L line was
due to high
provisions in
the previous
quarter. The
core P&L
understates the
actual cash
spend on talent
due to
aggressive
capitalization.

Management
attributed the
drop to the
"chunky" nature
of government
cycles and
denied losing
competitiveness
or market
ground. The
stock remains a
binary play on
the timing of
government
contract sign-
offs.

Management
confirmed other
income comes
from interest on
FDs and mature
investments.
Core operations
are currently
break-even or
loss-making at

Evaded /

[\ o] Credibility Verdict

Addressed

None 4.0

None 3.5

Strategic

plan to

improve 25
core

profitability

Specific
data given

Directional

Deflected



Management
Analyst/ Theme Underlying Response &

Evaded /

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

Implication

this revenue

scale.
Management
admitted that
while larger
orders aren't
"necessarily"
Is the lower margin,
Mithun larger order  they do bid
Aswath, Competitive  Business size competitively to Vague but
17 40 . . ) . ] . None 3.0 .
Kivah Intensity Overview  correlating win, leading to consistent
Advisors to lower blended margin
margins? tracking. This

confirms the
loss of "pioneer
pricing" as the
industry
matures.

PATTERN FLAGS & SENTIMENT

Analysts exhibited significant skepticism regarding the sustainability of historical margins. Multiple questions
focused on the "missing" gross margin (dropping to 33.3%) and the depletion of the order book. Management’s
posture was defensive, repeatedly steering the conversation back to the "chunky" nature of the business and the
long-term "technology roadmap." The resolution of these concerns is entirely deferred to Q3/Q4, when the L1
pipeline is expected to materialize.

Analyst Sentiment Verdict: Skeptical. Analysts were troubled by the 94% drop in PAT and the reliance on
Other Income for profitability. Management's credibility on margins is under watch; the claim that FY25 margins
will match FY24 requires a massive H2 recovery that was not fully quantified. The greatest risk is a potential
delay in the [BOO Cr L1 pipeline, which would lead to a significant revenue miss for the year.

GUIDANCE GAPS REVEALED IN Q&A

What Mgmt
) . What Q&A . .
Claimed (Prior Q/ Gap | Walk-back Risk to Thesis
. Revealed
Opening)
. ) Current Competitive bidding in large tenders .
Gross Historical high . L . Permanent reset of margin
. . execution at is significantly more aggressive than .
Margins margins (~45-50%) expectations.
33.3% expected.
. The P&L reflects lower costs only High future amortization
Employee Investing in talent/ (10 Cr of OpEXx . o . .
) because of aggressive capitalization will drag earnings for 3
Costs R&D shifted to CapEx .
of salaries. years.

5. WHAT CHANGED vs PRIOR QUARTER

First entry — no prior quarter to compare.
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