Swelect Energy Systems Ltd — FY 2023 Annual Report Analysis

Annual Report Analysis (Consolidated)

Investor Snapshot

# Analytical point Sentiment

Swelect is undergoing a high-stakes technological pivot, transitioning from legacy solar operations
1 to a 500 MW automated "Tier 1" manufacturing facility while core revenue collapsed 31% YoY to (246 Neutral

Cr.
Core profitability has effectively evaporated with Net Profit falling 94% to 6 Cr, as the high-margin Negati
egative
Renewable Energy Certificate (REC) income stream vanished during the period. 4
Operating margins are under severe pressure, evidenced by an ROCE of 4% which sits significantly Negative
below the company’s cost of debt (7.75% - 9.90%), indicating systemic value destruction. g
Earnings quality is poor as Other Income of 24.35 Cr is nearly 4x the reported Net Profit, suggesting Negative
iV
the entity is currently sustained by treasury gains rather than industrial operations. g
The balance sheet faces liquidity stress with 52.35% of total debt ( 287 Cr) classified as short-term, Negative
creating high refinancing risk against a lean free cash balance of only 11.60 Cr. g
Cash flow from operations (CFO) of [131 Cr remains a primary strength, significantly exceeding PAT Positive
due to aggressive working capital liquidation and inventory management.
Capital expenditure is concentrated in the new Coimbatore plant, which is the critical binary catalyst Neutral
u
for "Tier 1" bankability and entry into higher-efficiency module markets.
Inventory days have ballooned to 412 days, signaling significant risks of technological obsolescence Negative
or slow-moving stock within the legacy product segments. ¢
Governance concerns have intensified following a shareholder request for 1,000 Cr in inter- Negative
ivi
corporate loan limits, a figure highly disproportionate to the current 246 Cr revenue base. g
Asset impairment risks remain elevated with 89.23 Cr of PPE tied up in loss-making subsidiaries, a Negati
egative
factor specifically flagged by auditors as a valuation concern. :
Forward visibility is supported by a 358% surge in customer advances to [18 Cr and a stable Foundry Positive
export business contributing [74 Cr in revenue.
Investment Stance: Watch; the company is in a "make-or-break" transition where the key monitorable Neutral
u

is the Interest Coverage Ratio (1.82x) and the ramp-up of the 500 MW plant to 60% utilization.

1. Business overview (In Bullet Points)

» Business Segments: Swelect operates across four primary verticals: Solar PV Module Manufacturing, EPC
& Solar Integration (rooftop and ground-mounted), IPP & Energy Sale (RESCO model), and an export-
oriented Foundry business (Amex Alloys) serving Oil & Gas, Marine, and Infrastructure sectors.

* Revenue Drivers: The primary driver is the strategic transition toward the Group Captive Model and Open
Access energy sales, providing higher revenue visibility. The Foundry business provides a geographical
hedge through exports.

« Cost Drivers: Heavily influenced by raw material volatility (solar cells) and high capital intensity. The closure
of the Dabaspet facility highlights significant technology obsolescence risks.



* Industry Position: Maintains a niche as a high-quality, "Tier 1" Bloomberg-rated manufacturer, targeting the
Commercial & Industrial (C&l) segment's shift toward green energy.

« Expansion Plans & Capacity Additions: Completion of a 500 MW fully automated Solar PV Module plant
in Coimbatore to transition from legacy cells to high-efficiency Mono PERC/TopCon technology.

* Acquisitions & Strategic Restructuring: Moved the manufacturing subsidiary (SHPV) under a Singapore
holding company (Swelect Energy Systems Pte. Limited) to facilitate international brand positioning and
global capital access.

* Segment Performance: Manufacturing is in a "reset" phase; IPP/Energy sale maintains a cumulative
capacity of 140 MW; Foundry business serves global markets including Germany, Italy, Spain, Poland, and
the USA.

» Geographical Presence: IPP and EPC operations are concentrated in South India (Tamil Nadu and
Karnataka), while the Foundry and manufacturing arms target global export markets.

2. Management commentary & outlook

* Management is executing a structural transformation, pivoting away from legacy manufacturing toward high-
efficiency, automated production to combat technology obsolescence.

« The shift of the manufacturing subsidiary to a Singapore-based holding company is intended to optimize
international brand positioning, global trade logistics, and tax structures.

« Strategy is heavily focused on the Group Captive Model, evidenced by the commissioning of the 4 MW
(Swelect RE Power) and 7 MW (Swelect Taiyo) projects during the year.

* Management admits legacy technology is no longer competitive, leading to the closure of the Dabaspet plant
and a "clean-slate" focus on the new 500 MW Coimbatore facility.

» The demand environment is viewed optimistically, specifically for high-efficiency modules in the C&I and
export segments where bankability and "Tier 1" reliability are paramount.

» The company is entering the Energy Storage System (ESS) space with a 217 kWhr system currently under
testing, marking a move into the next frontier of renewable energy.

* Management is seeking aggressive expansion of investment and loan limits (up to 1,000 Cr), signaling a
massive scaling phase that may strain cash flows if ramp-up is slow.

A dedicated strategy team is evaluating organic and inorganic growth opportunities, including JVs and
partnerships, to accelerate corporate development.

* Management Tone: Management'’s tone is transitionary and aggressively ambitious. They have
demonstrated a willingness to take "pain" today—writing off obsolete assets and discontinued operations—to
position the company as a high-tech, globally recognized "Tier 1" player. However, the narrative of global
ambition is coupled with complex financial engineering and a request for massive inter-corporate headroom
that requires close monitoring of capacity utilization and interest coverage.



3. Financial analysis

3.1 Financial statements

P&L statement ((JCr)

Line item Mar 2023 Mar 2022
Sales 246 354
Sales Growth % -31 40
Expenses 184 273
Material Cost % 49 48
Raw material cost 75 246
Change in inventory 46 -76
Manufacturing Cost % 11 16
Employee Cost % 6 8
Other Cost % 8 5
Operating Profit 62 81
OPM % 25 23
Other Income 2 5
Exceptional items -16.64 -12.31
Other income normal 18.62 17.31
Interest 30 23
Depreciation 26 28
Profit before tax 8 36
Tax % 18 9
Net Profit 6 32
Minority share -1 0
Exceptional items AT 4 3
Profit excl Excep 2 29
Profit for PE 2 29
Profit for EPS 6 32
Profit Growth % -94 48
EPS (O 3.65 21.37

Dividend Payout % 33 14



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 2023

15
772
550
232

317

148
16

81

18

32
1,485
666
17

63
549

10

210
864
199
32
285
504
137
67
37
37
-7
196
15

88

Mar 2022

15
760
459
185

271

166
11

130

22
1,401
566
20

47

467

195
755
189

25
291
519
162

86

94

-7

108

155



Line item

Total Assets

Cash flow statement (CICr)

Line item

Cash from Operating Activity
Profit from operations
Receivables

Inventory

Payables

Loans Advances

Other WC items

Working capital changes
Direct taxes

Cash from Investing Activity
Fixed assets purchased
Fixed assets sold
Investments purchased
Investments sold

Interest received

Dividends received

Invest in subsidiaries
Investment in group cos
Other investing items

Cash from Financing Activity
Proceeds from borrowings
Repayment of borrowings
Interest paid fin

Dividends paid

Financial liabilities

Other financing items

Net Cash Flow

Free Cash Flow

CFO/OP

Mar 2023

1,485

Mar 2023

131

-284

-151

Mar 2022

1,401

Mar 2022
97
80

-19



Key ratios

Line item Mar 2023 Mar 2022
Debtor Days 99 89
Inventory Days 412 346
Days Payable 244 277
Cash Conversion Cycle 267 158
Working Capital Days -267 -109
ROCE % 4 6

3.2 Financial analysis summary

* Revenue experienced a sharp 31% YoY decline to [246.00 Cr, primarily driven by a 43.89% drop in raw
material consumption for continuing operations and a 57.55% fall in traded goods purchases, suggesting a
significant slowdown in the solar panel execution segment.

« Despite falling sales, OPM % improved to 25.00% from 23.00%, but this was offset by a massive 78.11%
crash in high-margin Renewable Energy Certificate (REC) Income to [5.00 Cr, leading to a 94% collapse in
Net Profit to (6.00 Cr.

» Other Income of [24.35 Cr is nearly 4x the Net Profit, indicating the bottom line is heavily reliant on treasury
gains (MTM gains on mutual funds of [6.84 Cr and investment sales of [5.46 Cr) rather than core
manufacturing operations.

* Finance Cost surged to [B0.00 Cr as Total Debt expanded to [650.00 Cr; Short-term Borrowings (Overdrafts/
WCDL) account for 52.35% ([287.45 Cr) of this debt, creating high interest rate sensitivity and refinancing
risk.

 Depreciation of [26.00 Cr includes a one-time hit of [8.84 Cr from the retirement of Property, Plant, and
Equipment, while the Group uses a long useful life of 25 years for solar plants to smooth the P&L impact of
high Gross Block additions.

» Working Capital efficiency deteriorated as the Cash Conversion Cycle stretched to 267 days; Inventory Days
ballooned to 412 days, with Raw Materials surging 145.99% to [68.41 Cr, indicating aggressive stockpiling
despite falling sales.

» Trade Receivables of [67.00 Cr include [21.19 Cr (28.6% of gross) overdue for more than one year, yet the
provision for doubtful debts remains stagnant at [7.00 Cr, signaling potential under-provisioning risk.

» CFO of [131.00 Cr significantly outperformed PAT of [6.00 Cr, a divergence caused by a [65.00 Cr release
from Working Capital (primarily inventory and receivable liquidation) and a [23.30 Cr non-cash loss from
discontinued operations.

» Capex intensity remains high with [151.00 Cr spent on Fixed Assets, resulting in a negative Free Cash Flow
of -[19.00 Cr; this expansion is further evidenced by CWIP rising to [(B2.00 Cr, which includes [8.00 Cr of
projects stalled for over 2 years.

» Other Assets include a massive [184.81 Cr in bank deposits with 3-12 month maturities, explaining the
[162.00 Cr outflow in "other investing items" and the company's strategy to hold liquidity in interest-bearing
instruments rather than cash.

* ROCE % diluted to 4.00% as the asset base expanded through debt-funded Capex while EBIT struggled; the
Asset Turnover of 0.17x indicates extremely low efficiency in sweating the [864.00 Cr Gross Block.

* Advance from Customers jumped 358% to [18.00 Cr, providing a rare positive lead indicator for future
Revenue growth in the solar power generating systems segment.



» Other Expenses were impacted by a 99.7% increase in Net Exchange Differences to [12.48 Cr, highlighting
high vulnerability to currency volatility in export/import operations.

« Overall Synthesis: FY23 was a year of painful transition where a 31% Revenue contraction and the collapse
of high-margin REC income severely impaired PAT, leaving the company dependent on Other Income and
debt to fund a [151.00 Cr Capex cycle that has yet to yield incremental returns, as evidenced by a weak 4%
ROCE and a bloated 412-day Inventory cycle.

3.3 Contingent liabilities & commitments

* Provision for Warranties: [4.75 Cr (FY23) vs [4.83 Cr (FY22). The company provides long-term
performance guarantees (up to 25 years). Utilization was only [D.08 Cr, suggesting a long-tail liability.

* Pending Litigations: The Group has disclosed the impact of pending litigations on its financial position,
though specific numerical tables were not provided in the primary notes.

 Capital Commitments: Not specifically disclosed as a numerical table in the AR, though the auditor notes
the impact of pending matters.

» Guarantees: Management is seeking shareholder approval to increase the limit for guarantees and
investments to 1,000 Cr.



3.9 Earnings quality & forensic checks



# Check

1

10

11

12

13

14

15

PAT vs CFO trend

Receivables & channel-
stuffing signal (receivables +
inventory build vs revenue)

Revenue timing (unbilled /
contract assets + deferred
revenue / advances)
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

Auditor KAM: Impairment of
PPE

Impact

Profit 1 — high CFO/PAT ratio driven
by working capital liquidation and
discontinued operation losses.

Revenue | — sales decline matches
asset contraction; however, 28% of
receivables are aged >1 year.

Revenue 1 — customer advances
surged 358% signaling strong future
order book execution and cash.

Neutral — negligible related party
trade balances suggest minimal risk of
artificial revenue circularity.

Profit | — raw material surge of 145%
despite sales drop suggests potential
inventory obsolescence.

Profit 11 — inconsistent valuation
methods across categories may
distort margins during volatile price
cycles.

Profit 1 — recurring exceptional losses
of [16.6 Cr mask the underlying core
operating profitability.

Profit 1 — extended useful lives of
22-25 years reduce annual
depreciation charge vs peers.

Profit 1 — low warranty utilization vs
provision suggests conservative
accounting or potential future
reversals.

Profit 1 — effective tax rate remains
below statutory levels due to MAT
credit recognition.

Profit | — stalled CWIP of (8 Cr for
over two years risks future impairment
charges.

Profit 1 — recognition of deferred tax
assets on losses boosts PAT without
generating cash.

Neutral — low related party
transaction volume indicates limited
risk of value tunneling through
procurement.

Profit | — dividend payment of [5 Cr
despite negative FCF increases
reliance on external borrowings.

Profit | — Risk of impairment for
assets in loss-making subsidiaries
could erode net worth.

Status

Notes detail

Divergence due to [23.3 Cr
discontinued loss and [48.8 Cr WC
release.

Note 9: High proportion of long-
overdue receivables suggests
potential collection risks.

Note 2(b): Conservative point-in-time
recognition policy for composite
supply and installation contracts.

Note 19: Trade payables to related
parties are immaterial relative to total
operations.

Note 9: Aggressive stockpiling of
components despite a significant
decline in overall revenue.

Note 2(d): Use of different valuation
methods for raw materials and traded
goods.

P&L: Significant non-operating hits
reduce reported PBT while core OPM
remains stable at 25%.

Note 2(j): Useful lives are longer than
standard Schedule Il, smoothing initial
capex impact.

Note 18: Long-term performance
guarantees (25 years) create a
significant but currently underutilized
liability.

Note 22: Low effective rate driven by
MAT credit and deferred tax assets on
losses.

Note 3(ii): "Lazy capital" in projects
stalled for more than 2 years without
generating returns.

Auditor KAM: Impairment risk for
[89.23 Cr PPE in loss-making
subsidiaries.

Note 19: Minimal reliance on related
entities for primary supply chain or
procurement.

Cash Flow: Dividend payout
maintained despite negative FCF and
[142 Cr net cash outflow.

Auditor flagged accumulated losses in
two subsidiaries; carrying value



# Check Impact Status Notes detail

depends on optimistic future cash

flows.

Profit + — Bottom line is heavily Treasury gains (MTM and sale of

16  Other Income Dependency supported by non-operating treasury — investments) are nearly 4x the
activities rather than core business. reported net profit.

. . . Profit | — Rising costs of exiting The exit from obsolete technology
Discontinued Operations . . . . . . R
17 Dra business lines are masking the — lines is costing significantly more than
g performance of continuing operations. anticipated.

4. Management & governance

A. Auditor report & key audit matters

 Audit Opinion: Unqualified / Unmaodified.

* KAM 1: Impairment of PPE (Subsidiaries): Auditor flagged [89.23 Cr of PPE in two subsidiaries with
accumulated losses. Management justified carrying values using forecasted cash flows and external valuation
specialists.

* KAM 2: Estimation Uncertainty: Significant judgment required for discount rates (7.75% - 9.90%) and
growth rates in impairment models.

« Emphasis of Matter: Note 47 regarding the impact of COVID-19 on impairment assessments, signaling
potential future volatility in asset recoverability.

 Auditor Fees: Total consolidated fees of [0.60 Cr. "Certification fees" of [#.13 Lakhs require monitoring for
independence but are currently non-material.

B. Related party transactions

Party Relationship Nature Amount (OCr) Concern

Related Entities Subsidiaries/Group Cos Proposed Loan Limit 600.00 Cr Governance Risk
Body Corporates Director Interested Proposed Investment/Loan 1,000.00 Cr Tunneling Risk
Key Managerial Personnel Management Remuneration 1.30 Cr Neutral

Related Parties Supply Chain Trade Payables 0.15 Cr Neutral

* RPT Verdict: Governance Concern . While actual RPT outflows in FY23 were low ([D.15 Cr payables),
Special Resolutions seek to increase loan/guarantee limits to [1,000 Cr for entities where directors are
interested. This is highly aggressive relative to the [246 Cr revenue base, suggesting a high risk of capital
diversion.

C. Shareholding

* Promoter Holding: 56.37% (R. Chellappan holds 48.80%).
* Pledged Shares: 0.00%.

« Employee Trust: SWEES Employees Welfare Trust holds 1.16% (Directors serve as trustees).
D. Board composition + KMP compensation

« Total Directors: 11 | Independent: 45.45% | Women Directors: 2.



* Family Concentration: High. R. Chellappan (MD) is the father of V. C. Raghunath (WTD) and V. C.
Mirunalini (WTD). K. V. Nachiappan (WTD) is the husband of Jayashree Nachiappan.

« Compensation vs Performance: EBITDA declined by 23.46%, yet the company maintains five executive
directors from the same family. Aggregate KMP pay ([1.30 Cr) is low relative to EBITDA (0.18% - 0.67% per
KMP), but the structure is heavily weighted toward fixed salary rather than performance-linked commissions.

F. Capital allocation & capex

Action FY current (CCr) FY prior (CJCr) % of CFO Signal
Capex 151.00 87.00 115.27% —
Dividends 5.00 5.00 3.82% —

Net Debt Change 91.00 328.00 69.47% —
Interest Payments 31.00 25.00 23.66% —
Working Capital Investment -65.00 -25.00 -49.62% Positive
Investments (Financial) 162.00 -7.00 123.66% —

« CAPEX Analytical Notes:

o CFO Coverage: CFO/Capex ratio is 0.86; the gap was bridged by a [91 Cr increase in borrowings.

o Nature: Primarily growth capex for the new 500 MW automated Solar PV plant.

- Efficiency: Gross Block increased by (109 Cr, but Sales dropped by 31%, signaling a significant
gestation lag.

- Takeaway: The (151 Cr capex program is a high-stakes bet on technology while the core legacy
business is contracting. ROCE (4%) is currently below the cost of debt (7.75% - 9.90%), indicating value
destruction.

H. Risks

« Impairment Risk (High): (89.23 Cr PPE in loss-making subsidiaries represents 11.5% of Net Worth; failure
to meet forecasts could trigger massive write-downs.

* Refinancing Risk (High): 52.35% of total debt ((287.45 Cr) is short-term, creating a precarious liquidity
position against a cash balance of only [11.60 Cr.

 Currency Volatility (Medium): 99.7% increase in Net Exchange Loss ([12.48 Cr) impacts margins on 19.3%
export revenue.

» Technology Obsolescence (Medium): Closure of Dabaspet plant due to cell type shifts highlights the brutal
innovation cycle.

* Inventory Risk (Medium): Raw material inventory surged 145.99% to [68.41 Cr despite falling sales, risking
price deflation hits.

« Credit Risk (Medium): 28.6% of receivables ([21.19 Cr) are overdue >1 year; provisions ([7.08 Cr) may be
inadequate.



5. Scorecard & verdict

Part a: scorecard

Dimension Key evidence One-line rationale
. . Sales -31% YoY; 140MW Stable IPP/Foundry base but core

Business quality 3 - . L .

IPP capacity manufacturing is in a volatile technology reset.

. . D/E 0.7x; Interest Coverage  High reliance on short-term debt and treasury

Financial health 2 ! . .

1.82x income to cover interest.

. ) Other Income 4x PAT, CFO Reported profits are non-operating; cash flow

Earnings quality 2 1 L S

> PAT (WC release) is driven by liquidation, not growth.
Management & 5 . (1,000 Cr RPT limit request;  Aggressive inter-corporate loan requests
governance High family board create significant tunneling risks.
Capital allocation & 9 . ROCE 4% < Cost of Debt; Value-destructive capex currently; visibility
earnings visibility FCF Negative depends on 500MW plant ramp-up.

Business positives (for this company this year) * Strong Operating Cash Flow: CFO of [131 Cr
significantly exceeds PAT of [6 Cr, driven by efficient working capital liquidation. * Order Book Lead Indicator:
Customer Advances surged 358% to [18 Cr, signaling improved future execution visibility in the solar
segment. * Strategic Modernization: Completion of the 500 MW automated plant positions the company for
"Tier 1" bankability and higher-efficiency module markets. * Zero Promoter Pledge: Promoters maintain a
56.37% stake with 0% pledging, showing skin in the game. * Diversified Revenue: The Foundry business
provides a hedge with [74 Cr in export revenue to stable global markets.

Business negatives | concerns (for this company this year) * Revenue & Profit Collapse: Sales fell 31%
and Net Profit collapsed 94% as high-margin REC income vanished. * Non-Operating Profit Reliance: Other
Income ([24.35 Cr) is nearly 4x the Net Profit, masking core business weakness. * Governance Red Flag:
Request for (1,000 Cr inter-corporate investment/loan limits is highly disproportionate to the (246 Cr revenue
base. * Liquidity Stress: 52.35% of debt ((287 Cr) is short-term, while cash (excluding restricted deposits) is
only [11.60 Cr. * Asset Impairment Risk: [89.23 Cr of PPE sits in loss-making subsidiaries, flagged by auditors
as a valuation risk. * Value Destruction: ROCE of 4% is significantly lower than the 7.75% - 9.90% cost of debt.

Overall scorecard summary Swelect is in a high-stakes "re-listing" phase, where it is aggressively borrowing to
fund a technological pivot while its legacy business contracts. Financial strength is currently fragile, with a heavy
reliance on treasury income and short-term debt to maintain operations. Governance posture is weakened by
the request for massive inter-corporate loan limits and high family concentration on the board. While the new
500 MW capacity offers a path to recovery, the current trajectory is one of value destruction where returns on
capital are failing to meet the cost of debt.



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: 8/10 — Governance Rating: 3"
Part c: investor verdict

Thesis: A legacy solar player undergoing a high-leverage technological reset, currently sustained by treasury
income rather than core operations. Overall stance: Watch Rationale: The 500 MW plant's success is binary;
until capacity utilization and ROCE exceed the cost of debt, the financial risk remains high. Re-evaluate when:
ROCE crosses 10% OR capacity utilization of the new 500 MW plant reaches 60%. BULL CASE: Rapid ramp-
up of the Coimbatore plant leads to "Tier 1" export orders, restoring OPM to >25% on a larger revenue base.
BEAR CASE: Further technology obsolescence or failure to service short-term debt leads to a liquidity crunch or
massive asset impairments. Key monitorable: Interest Coverage Ratio: 1.82x — Watch for drop below 1.5x.



	Annual Report Analysis (Consolidated)
	Investor Snapshot
	1. Business overview (In Bullet Points)
	2. Management commentary & outlook
	3. Financial analysis
	3.1 Financial statements
	P&L statement (₹ Cr)
	Balance sheet (₹ Cr)
	Cash flow statement (₹ Cr)
	Key ratios

	3.2 Financial analysis summary
	3.3 Contingent liabilities & commitments
	3.9 Earnings quality & forensic checks

	4. Management & governance
	A. Auditor report & key audit matters
	B. Related party transactions
	C. Shareholding
	D. Board composition + KMP compensation
	F. Capital allocation & capex
	H. Risks

	5. Scorecard & verdict
	Part a: scorecard
	Part b: governance check matrix
	Part c: investor verdict



