Voltamp Transformers Ltd — FY 2024 Annual Report Analysis

Annual Report Analysis (Consolidated)

Investor Snapshot

# Analytical point Sentiment

Voltamp operates as a niche industrial transformer specialist, currently pivoting from a conservative
wealth-preservation strategy to an aggressive growth phase to capture the industrial CAPEX cycle.

Revenue grew 16.68% YoY to [1,616.22 Cr, significantly bolstered by a 170.27% surge in high-margin
service revenue, indicating a successful strategic shift into after-sales segments.

Operating Profit Margins improved to 19.11%, demonstrating pricing power and operational efficiency
despite facing significant structural cost headwinds.

Labour charges spiked 78.25%, substantially outstripping revenue growth and highlighting a growing
reliance on expensive contractual labor that could pressure future margins.

The company maintains a "Financial Fortress" status with zero debt (D/E 0.0x) and massive liquidity
of [951 Cr in cash and investments, funding all growth through internal accruals.

Cash flow from operations (CFO) to PAT declined to 0.70, primarily due to a 57.41% surge in Work-in-
Process inventory, which acted as a temporary drag on liquidity.

Capital commitments witnessed a 10x jump to [B86.76 Cr, signaling a major shift toward capacity
expansion to meet rising industrial demand.

Earnings quality is slightly diluted by non-operating factors, with Other Income (largely MTM gains)
contributing 22.36% of PBT, introducing potential P&L volatility.

Governance remains exemplary with a 10/10 rating, characterized by zero promoter pledges, zero
commercial related party transactions, and a clean audit trail.

Off-balance sheet risks are notable, with bank guarantees of 329.14 Cr representing 20.36% of total
revenue, posing a significant contingent liability.

Revenue visibility for FY25 is high, supported by a 56.28% growth in customer advances ((84.83 Cr)
and an improved ROCE of 28.52% reflecting superior asset sweating.

Investment View: ACCUMULATE; a high-quality play on Indian industrialization with key monitorables
being the conversion of WIP inventory to sales and the management of labor cost inflation.

1. Business overview (In Bullet Points)

» Business Segments: Voltamp operates as a pure-play transformer specialist, focusing exclusively on Power,
Distribution, and Dry-type transformers, distinguishing itself from diversified electrical peers.

* Revenue Drivers: Growth is driven by niche specialization in "Industrial Customization" rather than "Utility
Commoditization," with a strategic shift toward value-led growth and higher-margin after-sales services.

* Cost Drivers: The business is a converter of global commaodities, primarily CRGO (Cold Rolled Grain
Oriented) Steel and Copper; procurement timing and inventory management are critical to margin protection.

« Industry Position: Maintains a leadership position in the dry-type segment (cast resin and vacuum pressure
impregnated) and acts as a "Green" enabler through fire-safe Ester Fluid Transformers.



» Expansion Plans: Focuses on incremental capacity additions through "debottlenecking" existing facilities
rather than high-risk Greenfield expansions, though capital commitments have recently jumped 10x.

» Acquisitions: Management maintains a "Fortress Balance Sheet" with high liquidity, potentially waiting for
cyclical downturns to acquire distressed assets.

 Capacity Additions: Historically low CAPEX relative to turnover suggests a highly efficient assembly-and-
test model; however, [B6.76 Cr in new commitments signals imminent expansion.

» Segment Performance: Strong performance in industrial sectors (Cement, Steel, Refineries, Data Centers)
and a pivot toward renewable energy grid integration.

» Geographical Presence: Predominantly domestic (97.18% of revenue), with a small but stable export
presence (2.39%).

2. Management commentary & outlook

* Management maintains a "Fortress Balance Sheet" philosophy, prioritizing zero debt and high liquidity over
aggressive, leveraged growth.

* The strategic direction emphasizes "Margin-First" discipline, refusing to chase low-margin "prestige" orders or
participate in aggressive bidding for utility/solar projects without payment security.

» Demand environment is characterized as robust, driven by private sector CAPEX in heavy industries and the
adoption of fire-safe transformers in high-rise buildings and data centers.

» Management acknowledges rising competitive intensity from unorganized players in lower KVA ranges and is
responding by moving up-market into higher voltage classes and specialized technical applications.

« A cautious stance is maintained regarding the "Advances" signal; management appears willing to accept a
slower order book to protect the quality of the balance sheet rather than loosening credit terms.

 Operational focus remains on minimizing Liquidated Damages (LD) through on-time delivery, which is viewed
as a core margin-protection strategy.

* The long-term vision involves transitioning the company into a "Financial Fortress with a Manufacturing Arm,"
utilizing a massive [921.74 Cr treasury to ensure anti-fragility.

« Management Tone: The leadership operates with a "promoter-operator" mindset, characterized by
"Disciplined Conservatism." They are blunt about commodity risks and cyclicality, showing a refreshing lack of
corporate fluff. They act as excellent wealth preservers who prioritize cash-on-cash returns, though their
extreme risk aversion may act as a growth ceiling during speculative bull markets.



3. Financial analysis

3.1 Financial statements

P&L statement ((JCr)

Line item
Sales
Expenses
Operating Profit
OPM %

Other Income
Interest
Depreciation
Profit before tax
Tax %

Net Profit

EPS (D

Dividend Payout %

Balance sheet ([ICr)

Line item
Equity Capital
Reserves
Borrowings
Other Liabilities
Total Liabilities
Fixed Assets
CWIP
Investments
Other Assets

Total Assets

FY current

FY current

FY prior

FY prior



Cash flow statement ((ICr)

Line item FY current FY prior
Cash from Operating Activity — —
Cash from Investing Activity — —
Cash from Financing Activity — —
Net Cash Flow — —
Free Cash Flow — —

CFO/OP = =

Key ratios

Line item FY current FY prior
Debtor Days — —
Inventory Days — —
Days Payable — —
Cash Conversion Cycle — —
Working Capital Days — —

ROCE % = =

3.2 Financial analysis summary

* Revenue grew by 16.68% to [1,616.22 Cr, primarily driven by a 170.27% surge in Revenue from Sale of
Services ([¥'5.73 Cr), signaling a strategic shift toward higher-margin after-sales support; this growth is
supported by a 56.28% increase in Advances from Customers ([(84.83 Cr) on the Balance Sheet, providing
strong revenue visibility for FY25.

» Operating Profit margins improved to 19.11% despite a 78.25% spike in Labour Charges ([B3.19 Cr), which
outpaced Revenue growth and suggests increased reliance on contractual labor to manage the expanding
order book; however, Net Profit was significantly bolstered by Other Income of [88.98 Cr, which contributed
22.36% of Profit Before Tax, though [53.67 Cr of this pertains to non-cash MTM gains on Investments.

» Working Capital management shows a divergence between Trade Receivables, which grew only 5.45%
(238.75 Cr) reflecting high collection efficiency with 98.63% of dues aged under 6 months, and Inventory,
which ballooned by 29.44% to [226.22 Cr; the inventory surge is concentrated in Work-in-Process (up
57.41% to [168.05 Cr), indicating a massive pipeline of orders currently on the shop floor.

» The company maintains a pristine Balance Sheet with zero Total Debt, funding its operations entirely through
Net Worth ([1,394.94 Cr) and customer advances; this liquidity is evidenced by [©50.96 Cr in cash and
Investments, representing 62.5% of Total Assets, providing a substantial buffer against cyclicality.

 Cash Flow from Operating Activity (CFO) of [216.28 Cr resulted in a CFO/PAT ratio of 0.70, lower than the
previous year's 0.76, primarily due to the [51.45 Cr cash absorption by Inventory and the exclusion of non-
cash MTM gains from Other Income; nevertheless, the business remains a strong cash generator with Free
Cash Flow of [202.91 Cr, easily covering the [13.37 Cr Capex.

 Capital Expenditure signals are turning aggressive as Capital Commitments jumped 10x to [B6.76 Cr, which
will likely expand the Gross Block in FY25; this is a necessary reinvestment as Asset Turnover remains high,
and the company uses the conservative Written Down Value method for Depreciation, front-loading expenses
to ensure high quality of earnings.



* Return Metrics are robust with ROCE improving to 28.52% from 23.90% and ROE rising to 22.03%, driven
by both margin expansion and efficient asset sweating; the Cash Conversion Cycle remains lean at 102 days,
further optimized by maintaining minimal Trade Payables ([8.46 Cr) to secure better pricing from suppliers.

 Other Assets ([510.90 Cr) are influenced by a 54% increase in Capital Advances ([#.38 Cr) and a 146%
jump in Advances to Suppliers ([¥.33 Cr), reflecting pre-payments for raw materials and upcoming capacity
expansion.

* Other Liabilities are dominated by Advances from Customers ([84.83 Cr), which accounts for 70% of the
category and serves as a high-quality indicator of the order book.

» Other Expenses are pressured by structural inflation, specifically the 78.25% spike in Labour Charges and a
33.7% increase in Freight Outward ([26.64 Cr), which could compress margins if revenue growth slows.

* The dominant financial theme of the year is the transition from a lean manufacturing entity to a high-margin,
cash-rich "Financial Fortress" that is finally beginning to deploy its massive treasury into aggressive capacity
expansion while maintaining superior return ratios.

3.3 Contingent liabilities & commitments

« Bank Guarantees: [829.14 Cr (Performance and Financial guarantees), representing 20.36% of revenue.

« Tax Litigation: [15.42 Cr in disputed demands ([11.63 Cr Income Tax, [B.26 Cr Central Excise) pending at
appellate stages.

 Capital Commitments: [B6.76 Cr (net of advances) for contracts remaining to be executed, a 10x increase
YoY.



3.9 Earnings quality & forensic checks



# Check
1 PAT vs CFO trend
Receivables & channel-stuffing

signal (receivables + inventory
build vs revenue)

N

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

4 Revenue from related parties %

5 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

11  CWIP age and stalling projects

Deferred tax asset recognition
adequacy

12

13 RPT quantum and trend

14  Dividend paid vs FCF adequacy

15 Auditor Fee Complexity

16  Other Income Dependency

Impact

Profit | — earnings overstate cash; (51 Cr
inventory build and MTM gains absorb CFO.

Profit 1 — lean collection cycle; receivables
growth lags revenue, indicating high-quality

sales realization.

Revenue t — conservative recognition; point-
in-time delivery policy prevents aggressive

booking before factory exit.

Neutral — clean revenue structure; absence
of related party sales eliminates risk of

circular trading.

Profit | — inventory overhang risk; WIP surge
outpaces sales, potentially delaying cash

conversion cycles.

Profit 1 — inflationary benefit; FIFO expenses
older, cheaper stock first, slightly inflating

reported margins.

Neutral — high earnings quality; operating
profit is free from one-time distortions or

gains.

Profit 1 — conservative accounting; WDV
method front-loads expenses, ensuring higher

quality of future earnings.

Profit + — conservative provisioning; lower
warranty utilization relative to creation
suggests improving product quality.

Profit 1 — tax efficiency; tax-free bond interest
and exemptions drive effective rate below

statutory.

Revenue t — growth visibility; massive jump
in capital commitments signals imminent

capacity expansion for FY25.

Neutral — stable tax accounting; consistent
DTA/DTL treatment aligns with statutory

norms and timing differences.

Neutral — controlled leakage; managerial pay
is well within statutory limits despite high

absolute growth.

Neutral — strong solvency; massive treasury
buffer of [851 Cr easily covers dividend and

capex.

Neutral — potential audit under-pricing; prior
year fee of 0.12 Cr (0.008% of revenue) is
exceptionally low for a 717 Cr treasury.

Profit 11 — non-operating volatility; 22.36% of
PBT is derived from market-linked MTM

gains.

Status

Notes detail

Note 1.4.E (MTM gains) and
Cash Flow Statement.

Note 12; receivables quality
remains exceptionally high.
Note 1.4.H and Note 26.
Related Party Transactions
Note.

Note 11; WIP concentration

signals massive shop-floor
pipeline.

Note 1.4.C.

P&L Statement.

Note 1.4.A.iv.

Note 42; warranty provision
remains adequate at [5.58
Cr.

Note 34; reconciliation
shows impact of tax-exempt
income.

Contingent Liabilities &

Commitments.

Note 34.

Note 40; no inter-corporate
loans or guarantees
provided.

Balance Sheet and Related
Party Note.

Worker 1B Section A/
Auditor Matters.

Note 1.4.E and Note 31.



# Check Impact Status Notes detail

. Profit | — structural cost pressure; labour
17  Labour Cost Disconnect — Note 31.
charges grew 4.7x faster than revenue.

4. Management & governance

A. Auditor Report & Key Audit Matters - Audit opinion type: Unqualified - Key Audit Matters (KAMSs): -
Estimation of Useful Lives of PPE: Auditors highlighted significant judgment in determining the useful life of
Property, Plant, and Equipment. Management uses technical evaluations to set these lives, which directly
impacts the 11.37 Cr depreciation charge. - Defined Benefit Obligations: The valuation of the 21.43 Cr gratuity
obligation is highly sensitive to actuarial assumptions like discount rates. A 1% change in the discount rate would
impact the obligation by 0.88 Cr. - Warranty and Liquidated Damages: Significant management estimation is
required for provisioning product warranties and potential penalties for delivery delays. The company maintains
a warranty provision of 5.58 Cr. - Material weaknesses: None noted; internal financial controls are stated as
operating effectively. - Auditor's comments on going concern: No material uncertainty identified; the
company's massive liquidity (950.96 Cr) supports going concern. - Auditor fees: Prior year fee of 0.12 Cr was
flagged as exceptionally low (0.008% of revenue) relative to the treasury complexity.

B. Related Party Transactions | Party | Relationship | Nature | Amount (CICr) | Concern | | :=-- | === | === | -1 | == |
| Kanubhai & Kunjalbhai Patel | KMP | Remuneration | 12.71 Cr | Neutral; within statutory limits | | Promoters |
Promoter Group | Dividends Paid | 30.35 Cr | Positive; aligned with shareholding | | United Way of Baroda |
Entity with KMP interest | CSR Contribution | 0.26 Cr | Neutral; KMP is a Trustee | | Baroda Citizen Council |
Entity with KMP interest | CSR Contribution | 0.41 Cr | Neutral; Relative is Vice Chairman |

RPT Verdict: Clean. The company maintains exceptional discipline with zero commercial RPTs (no sales/
purchases). Transactions are strictly limited to statutory remuneration, dividends, and minor CSR contributions.

C. Shareholding - Promoters: 50.00% - FlIs: 13.66% - DlIs: 25.85% - Public: 10.49% - Pledged Shares:
0.00%

D. Board Composition + KMP Compensation - Total Directors: 6 | Independent %: 50.00% | Women
Directors: 2. - KMP Compensation: - Kanubhai S. Patel (CMD): [6.80 Cr (+12.21% YoY) - Kunjalbhai L.
Patel (VC & MD): [5.91 Cr (+12.14% YoY) - Analysis: Total KMP compensation grew 12.18%, significantly
lagging the 40.33% growth in Operating Profit. Aggregate KMP pay as a % of EBITDA declined from 4.96% to
3.96%. Kanubhai and Kunjalbhai share the same family name; Smt. Taral K. Patel is also a family member on
the board.

F. Capital Allocation & Capex | Action | FY current (OCr) | FY prior (OCr) | % of CFO | Signal | | :--- | ---: | -1 | ---:
| :--- | | Dividends | 30.35 Cr | 17.71 Cr | 14.03% | Positive | | Capex (Commitments) | 36.76 Cr | 3.70 Cr |
16.99% | Positive | | Net Debt Change | 0.00 Cr | 0.00 Cr | 0.00% | Positive | | Working Capital Investment |
51.45 Cr | -34.60 Cr | 23.79% | Concern | | Investments (Financial) | 921.74 Cr | 717.61 Cr | 426.18% | — |

» CFO Coverage of Capex: Business is highly self-funding with a CFO/Capex ratio of 5.88x.

* Nature of Capex: Significant shift from maintenance to growth; capital commitments jumped 10x to [B6.76
Cr, signaling major capacity expansion for FY25.

» Capex Deployment Efficiency: Revenue grew 16.68% on the prior year's minimal capex base,
demonstrating extreme asset sweating.

» Key Takeaways: The company is finally deploying its massive treasury ((921.74 Cr) toward growth capex
while remaining debt-free.

H. Risks - Liquidated Damages (High): Penalties for delivery delays are a significant estimation uncertainty and
direct hit to margins. - Commodity Price (High): Raw materials are 73.73% of revenue; FIFO valuation may



inflate profits in rising cycles. - Bank Guarantees (High): [B29.14 Cr in off-balance sheet risk (20.36% of
revenue). - Labour Inflation (Medium): 78.25% spike in labour charges indicates structural cost pressure. -
Investment Volatility (Medium): [53.67 Cr of Other Income from non-cash MTM gains introduces P&L volatility.

5. Scorecard & verdict

Part a: scorecard

Dimension Key evidence One-line rationale
. . 170% Service growth; niche Strong moat in specialized transformers
Business quality 4 > . ) ) . .
industrial focus but domestic concentration remains.
. . D/E 0.0x; Cash/Investments [®51  Pristine balance sheet with massive
Financial health 5 - N
Cr liquidity and zero debt.
. . CFO/PAT 0.70; 22% PBT from High quality core, but MTM gains and WIP
Earnings quality 4 1 . .
Other Income build-up slightly mask cash flow.
Management & 5 Zero RPT sales; 0% Pledge; Exemplary governance and conservative
governance - Clean Audit promoter-operator mindset.

Capital allocation & 10x jump in Capex commitments;  Pivot to growth capex and strong customer
earnings visibility 56% Advance growth advances provide high visibility.

Business positives (for this company this year) * Revenue Visibility: Customer advances grew 56.28% to
[B4.83 Cr, providing a strong pipeline for FY25. * Strategic Pivot: Service revenue surged 170.27%, indicating a
successful move into higher-margin after-sales segments. * Debt-Free Growth: Maintained 0.00 Debt/Equity
while growing revenue by 16.68%. * Efficient Asset Sweating: Achieved 28.52% ROCE on a minimal fixed
asset base. * Governance Discipline: Zero commercial related party transactions and 0% promoter pledge.

Business negatives | concerns (for this company this year) * Cost Inflation: Labour charges spiked
78.25%, significantly outstripping revenue growth. * Cash Conversion: CFO/PAT dropped to 0.70 due to a
57.41% surge in Work-in-Process inventory. * Non-Operating Dependency: 22.36% of PBT is derived from
Other Income, largely non-cash MTM gains. * Off-Balance Sheet Risk: Bank guarantees of [829.14 Cr
represent a significant 20.36% of total revenue.

Overall scorecard summary Voltamp Transformers remains a "Financial Fortress" with a high-quality
manufacturing core, evidenced by its debt-free status and (851 Cr liquidity. While earnings quality is slightly
impacted by non-cash MTM gains and a temporary build-up in WIP inventory, the underlying business quality is
robust with improving ROCE (28.52%). The company is on an improving trajectory as it pivots from extreme
conservatism toward visible capacity expansion (10x jump in capital commitments) to capture the industrial
CAPEX cycle.



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: 10/10 — Governance Rating: 5"
Part c: investor verdict

Thesis: Voltamp is a debt-free, cash-rich specialist in industrial transformers, currently pivoting from a "wealth
preservation" mode to a "growth" phase via aggressive capacity expansion.

Overall stance: ACCUMULATE

Rationale: Superior ROCE, pristine governance, and high revenue visibility from customer advances outweigh
the risks of labour inflation and MTM-linked P&L volatility. Re-evaluate when: CFO/PAT falls below 0.50 for two
consecutive years or if RPT sales are introduced. BULL CASE: Successful commissioning of new capacity leads
to 25%-+ revenue growth while maintaining 18%+ OPM. BEAR CASE: A sharp downturn in private industrial
CAPEX combined with sustained 50%-+ labour cost inflation. Key monitorable: Work-in-Process Inventory:
[168.05 Cr - watch for conversion to Sales.



7. Year-over-year analysis

7.1 Changes

Metric | theme  Summary a status

Capital Minimal Capex ([B.70
Allocation Cr); maintenance focus.
Customer Advances
Order Book
N dropped 19.8% ([54.28
Visibility
Cr).
Inventory liquidation
Working v .
. (down [B4.6 Cr) aided
Capital
cash flow.
Margin
. OPM at 15.91%.
Trajectory
Labor Cost Labor costs grew 17.3%
Structure (lagging revenue).
Cautious; focused on
Management .
"moderation" and
Tone

liquidity.

7.2 Persistent patterns

Summary b status

10x jump in Capital
Commitments ([B6.76 Cr).

Customer Advances surged
56.3% ([84.83 Cr).

Inventory ballooned 29.4%
(WIP up 57.4%).

OPM expanded to 19.11%.

Labor charges spiked

78.25% (outpacing revenue).

Disciplined expansion;
"Financial Fortress" with a
growth arm.

Forensic takeaway

Management has pivoted from capital
preservation to aggressive capacity expansion to
capture the industrial CAPEX cycle.

The lead indicator for revenue has reversed from
a "softening" signal to a high-visibility growth
signal for FY25.

A massive shop-floor pipeline of orders has
temporarily trapped cash, resulting in a lower
CFO/PAT ratio of 0.70.

Profitability is scaling through superior operating
leverage and a strategic 170% surge in high-
margin service revenue.

The business is facing structural margin
pressure from a heavy reliance on expensive
contractual labor to meet peak demand.

Leadership has shifted from a defensive wealth-
preservation stance to an offensive market-
capture strategy.

* The company maintains a strictly debt-free "Fortress Balance Sheet" with zero total borrowings

across both periods.

- Exemplary governance persists through the total absence of commercial sales or purchase

transactions with related parties.

* A massive treasury (62.5% of total assets) continues to make the P&L vulnerable to non-operating

MTM volatility, with Other Income contributing >15% of PBT.

 Auditor fees remain exceptionally low (0.008% of revenue) relative to the complexity of a [900Cr+
treasury, representing a recurring forensic monitorable.

- Off-balance sheet risk remains high and structural, with Bank Guarantees consistently hovering

around 20-21% of total revenue.

» The company adheres to conservative accounting policies, including the Written Down Value (WDV)
method for depreciation and FIFO for inventory valuation.

* ROCE remains superior and on an upward trajectory (24.7% to 28.5%), driven by extreme asset
sweating and minimal fixed capital intensity.

* Management continues to prioritize "Margin-First" discipline, refusing to participate in low-margin utility

bidding.
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