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Generac Holdings had entered a new scale of power generation. Its large-megawatt (large-MW)
diesel generators, packaging capabilities and service offer were aimed at data centers and
other critical-infrastructure customers. In July, the company reported a $1.6 billion data-center
product backlog. In August, it described a rapid expansion of large-MW manufacturing capacity
(2025 Form 10-K, Item 1, pp. 6-8; July 29, 2026 Q2 release; August 2026 investor presentation,
slide 17). Yet the backlog, customer commitments and capacity targets measured different
things, and the public record did not disclose the contract protections or economics that
connected them.

For this exercise, assume you advise a hypothetical strategy committee on the next stages of
large-MW capacity expansion. Recommend a pace and mix of investment, along with evidence
gates that would accelerate, hold or redirect later stages. The exercise does not suggest that a
formal committee vote was announced. Do not treat management targets as completed
capacity or the reported backlog as guaranteed revenue. Where data are missing, identify what
you would request and how it could change your recommendation.

A broader power business moves up-market

Generac had built its business around power generation and energy technology across
residential, commercial and industrial applications. Its 2025 Form 10-K described resilience,
efficiency and critical infrastructure as strategic themes (Form 10-K, Iltem 1, pp. 2-4). The
company introduced a large-MW diesel generator line intended to extend its served market to
higher-output applications such as data centers. Its offer could include generators, controls,
multi-asset systems and service-not only an engine (Form 10-K, Item 1, pp. 6-8). That made
packaging, testing, engineering and customer-specific configuration relevant to how much
capacity the company could deliver.

In April 2026, Generac completed its acquisition of Enercon, a designer and manufacturer of
custom power equipment and industrial enclosures. The Q2 release also cited additional
Belvidere packaging capacity (Q2 2026 results release). Management tied the expansion plan to
Enercon and to organic investment in packaging (August 2026 investor presentation, slide 17).
Its filings described manufacturing, test-cell and packaging capacity as areas to increase, but
did not disclose line-level utilization, facility bottlenecks, product yields or the economics of the
acquired capacity (Form 10-K, Item 1, p. 10).

Generac reorganized its reporting segments effective March 31, 2026. The new Commercial &
Industrial (C&l) segment combined former International operations with domestic C&l; the new
Residential segment contained the other reporting perimeter. The Q2 filing recast prior-period
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comparisons (Q2 2026 Form 10-Q, Note 2, pp. 11-17; March 25, 2026 Form 8-K). The change
matters because C&l included more than data-center generators: rental, telecom, industrial
distribution and controls also contributed to the business.

Several signals, none a complete demand forecast

On July 29, Generac reported that it had signed two global supply agreements with hyperscale
data-center customers. For the first customer, it had finalized product-specific terms for nearly
$700 million of 2027 volume. Management said it was still negotiating final product terms
with the second customer for 2027-28. Customer identities, product schedules, pricing,
margins, cancellation provisions, remedies and payment terms were not disclosed.

The company separately reported $1.6 billion of data-center product backlog as of July
29, including approximately $1 billion of orders since its previous update. The release said this
amount excluded committed volumes from the second hyperscaler. The nearly $700 million
first-customer volume commitment is not identified as backlog, and public materials do not
explain whether or how it overlaps with that backlog; students should not add the figures
together. Nor does “volume commitment” establish revenue recognition, cash receipt, profit or
the timing and enforceability of deliveries.

The Q2 operating picture was mixed across a much broader portfolio. Consolidated net sales
rose 11% year over year to $1.174 billion. C&l external sales rose 29% to $556.5 million, while
Residential external sales decreased 2% to $617.0 million. Acquisitions, divestitures and foreign
exchange had a favorable net effect on total sales. C&l growth was not reported as
data-center-only growth. The quarter also included tariff refunds; C&l's reported margin
improvement reflected several factors, including refunds, acquisition/divestiture effects and
operating leverage, partly offset by mix and strategic investment costs. It would be unsafe to
apply the segment margin to incremental data-center products.

The differing segment trajectories make capacity allocation consequential, but they do not
establish that a fixed pool of plant or labor can move freely between products. Public reporting
gives no capacity-unit definition or utilization by line. It does not quantify whether the
engineering, tests, packaging, service or supply chain needed for a large-MW order could be
redeployed to another C&l channel.

An expansion target with an undefined yardstick

Generac's August 2026 investor presentation stated that global manufacturing capacity for
large-MW generators would exceed $1.25 billion by Q4 2026, with a path to three times
that starting point by Q3 2027. The presentation linked the trajectory to Enercon/in-house
packaging and additional organic investment. It did not define the dollar-denominated capacity
measure, state the corresponding physical output, or provide a capex schedule. It is a
management target, not a dollar amount of capital spending, projected revenue, backlog or
contracted demand.

Management's plan reflected an opportunity to establish scale while customers were designing
critical facilities and seeking dependable delivery. Moving early could support customer
commitments, learning and market position. But expansion can be hard to reverse once
equipment, test capacity, supplier commitments and specialized labor are in place. Waiting for
more order detail could preserve options, while allowing a competing supplier or a customer’s
changing architecture to determine the available business. Modular stages or qualified surge
capacity might bridge the gap, but the reviewed public record does not establish that an outside
provider can meet Generac's product, quality, timing, warranty or customer-approval
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requirements.

Delivery risk and end-use boundaries

Generac's 2025 10-K warned that data-center growth was difficult to project and might not be
sustainable; it could require significant capital and resources and bring technical, operational
and contractual requirements. Its Q2 10-Q added that contracts could include cancellation
rights, delivery requirements and liability tied to performance or claimed damages. It also
identified demand forecasting and inventory risks. These are disclosed exposures, not evidence
that a customer had canceled an order or that a delivery had failed.

The generators' intended operating role also matters. Dated EPA guidance available by the
cutoff described conditional provisions under specified stationary-engine rules that may allow
certain emergency engines to operate for up to 50 hours annually in non-emergency
demand-response programs, subject to dispatch, reliability, use and recordkeeping conditions.
A February 2025 EPA letter applied one provision to Duke Energy's Mandatory 50 program
based on facts Duke supplied and limited the interpretation to stationary emergency engines at
HAP area sources. Neither document establishes that a Generac product or any particular
data-center site qualifies. Routine power sales and site-specific regulatory eligibility cannot be
assumed from these materials.

Your recommendation

The strategic question is not whether to enter a market that Generac has already chosen to
pursue. It is how to sequence the next stages of capacity and what evidence should release
each stage. Consider at least two dimensions: how much capacity should be committed ahead
of firm product schedules, and how much should be dedicated versus kept adaptable across
customers or C&l uses. Your recommendation may combine approaches.

You may recommend a faster build tied to customer delivery requirements; staged investment
released against verified order, schedule and operating gates; or a mixed posture that
combines dedicated in-house capacity with contingent flexibility where technically and
contractually feasible. These are starting points, not required labels. Explain the value and risk
of your choice, including what could be lost through delay and what could be stranded through
overbuilding. State the measures you would monitor, their thresholds or decision logic, the
information required to calculate them, and who would own each gate.

Do not manufacture customer terms, factory constraints, site permits or product economics. If
you use a quantitative illustration, label every added number as hypothetical and show how the
decision changes across assumptions. The recommendation should remain valid if no single
public metric can settle the decision.
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Discussion questions

1. What do the $1.6 billion backlog, nearly $700 million 2027 volume commitment and second
global supply agreement each establish-and what do they leave unknown?

2. How would you pace the capacity trajectory in the August presentation? What should be
committed now, and what should wait for a defined gate?

3. Which risks deserve the greatest weight: losing demand through delay, underutilizing
dedicated capacity, or failing to meet delivery and performance obligations? What evidence

would change your ranking?

4. How should Generac distinguish data-center demand from the wider C&l opportunity when
allocating engineering, testing, packaging and service resources?

5. What forms of flexibility could preserve upside or limit downside? Which are supported by
public facts, and which would first require technical, commercial or regulatory validation?

6. What should management request from customers and internal operating teams before
releasing the next capacity stage?

Exhibit 1. Commercial signals reported by July 29, 2026

Signal

First hyperscaler agreement

Second hyperscaler agreement

Data-center product backlog

Publicly reported status

Product-specific terms for nearly
$700M of 2027 volume finalized

Global supply agreement signed; final
product terms for 2027-28 still being
negotiated

$1.6B as of July 29; approximately
$1B of orders since prior update

Interpretation limit

“Volume” does not disclose price,
profit, delivery schedule, cancellation
protection or cash timing; overlap
with backlog is not disclosed

Not equivalent to firm product orders
or a disclosed delivery schedule

Excludes second customer's
committed volumes; timing, margin
and cancellation terms are not
disclosed

Source: Generac, Q2 2026 results release and filed Exhibit 99.1, July 29, 2026, highlights and
paragraphs following Q2 results: issuer release; SEC exhibit. The August presentation slide
18/chart also gives the July 29 backlog scope. Do not use slide 17's separately footnoted
February 11 backlog bullet as the July figure.

Exhibit 2. Selected Q2 2026 results

Measure

Consolidated net sales

C&l external sales

Residential external sales

C&I Adjusted EBITDA
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Q2 2026

$1.174B

$556.5M

$617.0M

$81.5M; 14.6% of segment total sales

Year-over-year context

+11%

+29%

—2%

Prior-year $53.3M; 12.4%
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Acquisitions, divestitures and foreign exchange contributed to sales comparisons. C&l includes
channels beyond data centers. The company attributed C&l margin improvement partly to tariff
refunds, acquisition/divestiture effects and operating leverage, while mix and strategic
investment costs were offsets. Approximately $71 million in pre-tax tariff refunds affected
consolidated Q2 Adjusted EBITDA. Adjusted EBITDA is a non-GAAP measure; none of these
segment data are data-center product economics.

Source: Generac Q2 2026 release, segment-results tables and commentary; Generac Q2 2026
Form 10-Q, filed August 4, 2026, segment note and MD&A, printed pp. 11-17 and 33-35: SEC
filing. Comparative segment data are recast to the Residential/C&l structure effective March 31,
2026.

Exhibit 3. Capacity trajectory described in August

Management statement Target date What the presentation does not
define

More than $1.25B global large-MW Q4 2026 Dollar measure's basis, physical

generator manufacturing capacity output, capex and utilization

Three times the starting capacity Q3 2027 Project-by-project schedule, product

mix, return or firm demand coverage

Management linked the path to Enercon/in-house packaging capability and organic packaging
investment. Treat both figures as forward-looking targets. They are not capital expenditure,
revenue, order value or physical generator counts.

Source: Generac, Investor Presentation - August 2026, slide 17: issuer PDF.

Exhibit 4. Company's stated demand and contract risks

Generac's FY2025 Form 10-K described uncertainty around data-center-market growth,
potential capital and resource needs, and technical, operational and contractual demands. Its
Q2 2026 Form 10-Q identified possible cancellation rights, delivery requirements,
performance-related liability or claimed damages, demand-forecast uncertainty and inventory
risk. Neither filing quantified exposure or stated that a particular contract had been canceled or
breached.

Sources: Generac FY2025 Form 10-K, Item 1A, printed pp. 16-17: SEC filing; Generac Q2 2026
Form 10-Q, Item 1A, printed pp. 23-25, filed August 4, 2026: SEC filing.

Exhibit 5. Narrow regulatory context

EPA's May 1, 2025 FAQ describes conditional, up-to-50-hour-per-year provisions for certain
emergency stationary engines in non-emergency demand response, subject to the applicable
rule and operating conditions. EPA's February 27, 2025 letter addressed Duke Energy's
Mandatory 50 program on the facts Duke provided and says the cited provision applies only to
stationary emergency engines at HAP area sources. These sources do not determine eligibility
for a Generac product, data-center customer or site.

Sources: EPA, Fact Sheet and Frequently Asked Questions: Use of Backup Generators to
Maintain the Reliability of the Electric Grid, May 1, 2025, pp. 1-2: EPA PDF; EPA, response to
Duke Energy, February 27, 2025, pp. 1-2: EPA letter. No inference is made from later EPA
webpages or interpretations.
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Case sources and limits

The information cutoff is August 31, 2026, 5:00 p.m. ET. Company statements and targets are
attributed to management; no later company, market, regulatory or academic outcomes are
included. Public documents reviewed for this case do not disclose the hyperscalers' identities,
final terms, customer-specific revenue or margin, backlog delivery phasing, capacity in physical
units, expansion capex, utilization, line constraints, or site-specific permits. The case does not
invent them.
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