Voltamp Transformers Ltd — FY 2023 Annual Report Analysis

Annual Report Analysis (Consolidated)

Investor Snapshot

# Analytical point Sentiment

Voltamp Transformers operates as a debt-free specialist in the transformer niche, leveraging a
dominant domestic position to deliver 22.88% YoY revenue growth to [1,385.11 Cr.

Export revenue demonstrated strong momentum with a 41.26% increase, though the business
remains heavily concentrated in the domestic market (97% of sales).

Operating margins (OPM) nearly doubled from 8.71% to 15.91%, driven by significant operating
leverage and improved asset sweating.

Profitability reached [1199.94 Cr (PAT), supported by a sharp rise in ROCE to 24.68%, reflecting high
operational efficiency.

The company maintains a "fortress" balance sheet with a 0.0x Debt-to-Equity ratio and a massive
[717.60 Cr liquidity buffer in investments.

Cash generation is exceptional, with Cash Flow from Operations (CFO) at [245.12 Cr, representing a
superior 1.23x conversion of PAT.

Capital reinvestment is notably low at only 3.70 Cr, suggesting a lack of aggressive growth
expansion despite the substantial treasury.

Earnings quality is high with 99.66% of receivables under 6 months and zero trade-related party
transactions, though Other Income contributed 15.39% to PBT.

Governance is generally strong, but the replacement of two out of three Independent Directors and
KMP pay at 5.67% of PAT are minor monitorables.

Softening forward indicators are evident as customer advances dropped 19.8% to 54.28 Cr, signaling
a potential slowdown in the order book.

Off-balance sheet risks remain material, with Bank Guarantees of 292.15 Cr representing 21.09% of
total revenue.

Investment View: ACCUMULATE; the robust cash-cow profile and dividend growth outweigh near-
term visibility concerns; monitor customer advances for a drop below (45 Cr.

1. Business overview (In Bullet Points)

» Business Segments: Voltamp Transformers is a pure-play specialist in the electrical transformer industry,
operating through two primary manufacturing facilities in Vadodara (Makarpura and Vadadala).

* Revenue Drivers: Core revenue is driven by Power and Distribution Transformers, specialized Dry Type
Transformers, and high-growth Ester Fluid Filled Transformers focused on fire safety and environmental
sustainability.

* Cost Drivers: Primary risks include raw material volatility (Copper, CRGO steel, and Oil). Raw materials and
components account for 74.30% of total revenue.

* Industry Position: Maintains a lean, debt-free business model with a "Care AA; Stable" credit rating,
allowing for superior negotiation terms with suppliers.



» Expansion Plans: Focus is on process optimization (5-S implementation) and "First Time Right"
manufacturing rather than aggressive debt-funded capacity expansion.

» Acquisitions & Partnerships: Holds a 5-year technical license with procom, Germany, for Aluminum Foil
Winding Technology and utilizes advanced design software from VIT Ukraine.

 Capacity Additions: Current revenue growth is being achieved through higher capacity utilization and
debottlenecking (e.g., Vacuum Ovening installation) rather than new heavy capital deployment.

» Segment Performance: Operates in a single segment (Transformers). Domestic sales account for 97.01% of
revenue, while exports grew by 41.26% YoY to reach [B2.49 Cr.

» Geographical Presence: Extensive pan-India presence with 15 branches; remains primarily domestic-
focused but is a net foreign exchange earner.

2. Management commentary & outlook

« Strategy is characterized by "conservative excellence," prioritizing liquidity, technical superiority, and process
optimization over aggressive market share grabs.

* Management is shifting the company from a traditional manufacturer to a technology-led player, emphasizing
R&D sophistication and import substitution of components.

 Guidance focuses on "First Time Right" manufacturing to reduce rework costs and systematic power
consumption studies to optimize production cycles.

» Demand environment is highlighted as positive, driven by industrial CAPEX recovery in core sectors (Steel,
Cement, Refineries) and the green energy transition (Renewables).

» The company is adopting digital tools, such as web-based testing facilities, to reduce customer travel costs
and enhance client relationship management.

« Risk management frameworks have been modernized to specifically include ESG-related risks and Cyber
Security.

» The board underwent a significant refresh, replacing two out of three Independent Directors in a single year,
which management attributes to preoccupancy and age.

* Management maintains a "fortress balance sheet" mentality, evidenced by a zero-debt status and a massive
[7717.60 Cr treasury.

* Long-term vision involves positioning for the green energy transition through the development of Ester fluid
transformers and internal solar installations.

» Management Tone: Prudent, Technically-Rigid, and Risk-Averse. The narrative focuses on granular
operational improvements and wastage reduction rather than promotional growth language. There is a clear
gap between conservative commentary and aggressive stock performance, suggesting the market is pricing
in a CAPEX cycle that management is approaching with extreme caution.



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 22.88% YoY to [1,385.11 Cr, primarily driven by Sale of Products (97.33% of total) and a
41.26% surge in Exports to [B2.49 Cr, which translated into a 18.39% increase in Trade Receivables to
[226.61 Cr.

» Operating Profit margins (OPM%) expanded significantly from 8.71% to 15.91% as Revenue growth
outpaced the 13.07% increase in Cost of Materials Consumed ([1,029.12 Cr), indicating strong operating
leverage and potentially better pricing power.

» Other Income of [#0.08 Cr contributed 15.39% to Profit Before Tax, but earnings quality is slightly diluted as
[17.08 Cr of this stems from non-recurring MTM gains on Investments, which total [¥17.60 Cr on the Balance
Sheet.

* CFO of [245.12 Cr significantly exceeded PAT of [199.94 Cr, resulting in a high cash conversion ratio of 1.23,
largely boosted by a [B4.60 Cr reduction in Inventory as the company shifted toward a "Just-in-Time"
procurement strategy.

» Working Capital efficiency improved as the Cash Conversion Cycle dropped from 144 to 121 days, driven by
Inventory Days falling from 84 to 62 days, while Trade Payables remained negligible at [8.01 Cr because the
company pays vendors immediately to secure cash discounts.

» Trade Receivables quality is exceptionally high with 99.66% of the [226.61 Cr balance being less than 6
months old, which supported the strong CFO and allowed for a reduction in the ECL allowance from [0.96 Cr
to [0.18 Cr.

» The company remains strictly debt-free with Total Debt at [D.00 Cr, leading to an infinite Interest Coverage
ratio and a negligible Finance Cost consisting only of lease interest, while maintaining a massive liquidity
buffer through a [17.12 Cr positive Cash Credit balance.



* Fixed Assets (Net Block) declined slightly to [52.14 Cr as Depreciation of [7.44 Cr exceeded the minimal
Capex of [B.70 Cr, suggesting the current Revenue growth is being achieved through higher capacity
utilization rather than new heavy capital deployment.

» Advances from Customers dropped by 19.8% to [54.28 Cr, which serves as a potential lead indicator of a
softening order book or changes in contract terms, despite the current year's robust Revenue performance.

* ROCE nearly doubled to 24.68% due to the sharp expansion in EBIT and efficient management of Total
Assets, which are increasingly dominated by financial Investments (63% of total assets) rather than physical
manufacturing infrastructure.

* Net Worth increased to [1,025.40 Cr driven by retained earnings, supporting a 40% increase in Dividend
payments to [17.71 Cr, which is easily covered by the Free Cash Flow of [241.42 Cr.

* Bank Guarantees of [292.15 Cr represent a significant off-balance sheet risk at 21.09% of Revenue, typical
for the sector but requiring close monitoring of Warranty Expenses ([£B.31 Cr) and product quality.

» Other Assets saw a sharp increase in Balances with Govt ([B.56 Cr vs [0.81 Cr) due to GST/Tax credits,
while Other Expenses were impacted by Power and Fuel costs spiking 27.86%, signaling energy inflation,
and Bad Debts Written Off of [2.95 Cr indicating recurring credit leakage.

» Overall Synthesis: Voltamp Transformers demonstrated exceptional financial health in FY23, characterized
by a 22.88% Revenue jump and a doubling of ROCE to 24.68%, underpinned by a debt-free Balance Sheet,
superior CFO generation from inventory liquidation, and high-quality Trade Receivables, though a 19.8%
decline in customer advances suggests a possible near-term moderation in growth momentum.

3.3 Contingent liabilities & commitments

* Bank Guarantees: [292.15 Cr (FY23) vs [274.25 Cr (FY22). These represent performance and financial
guarantees, totaling 21.09% of revenue.

* Income Tax Demands: [9.61 Cr under appeal. Management expects relief and has not provided for these.
« Central Excise Duty: [B.26 Cr under appeal.

« Capital Commitments: [B.70 Cr (net of advances), indicating no major immediate expansion projects in the
heavy execution phase.



3.9 Earnings quality & forensic checks

# Check

10

11

12

13

14

15

16

PAT vs CFO trend

Receivables & channel-
stuffing signal

Revenue timing (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

CWIP age and stalling
projects

Deferred tax asset
recognition

RPT quantum and trend

Dividend paid vs FCF
adequacy

Auditor Fee Adequacy

Management Estimation
Uncertainty

Impact

Profit 1 — high cash
conversion

Revenue 1 — healthy
growth

Revenue | — potential
slowdown

Neutral — zero tunneling
risk

Profit 1 — operational
efficiency

Profit 1 — inflationary
benefit

Profit 1+ — non-core boost

Profit | — conservative
accounting

Profit 1 — credit quality

Neutral — tax alignment

Neutral — low execution
risk

Neutral — standard
accounting

Profit | — high executive
cost

Neutral — strong solvency

Neutral — depth of audit

Profit 11 — estimation risk

4. Management & governance

A. Auditor report & key audit matters

Status

Notes detail

Note 10: Raw material reduction drives cash flow.

Note 12: 99.66% of receivables are < 6 months.
Note 1.4(J): Point-in-time recognition is
conservative.

Note 38: Transactions limited to KMP pay and
dividends.

Note 10: Strategic shift toward Just-in-Time
procurement.

Note 1.4(D): Consistent application of FIFO
formula.

Note 1.4(F): FVTPL measurement introduces P&L
volatility.

Note 1.4(A)(iv): Conservative depreciation policy
choice.

Note 12: Improved collection efficiency reduced
provision needs.

Note 33: Difference due to tax-free bond interest.

Note 43(c): No major immediate expansion
projects active.

Note 2.3: Management judgments focused on

warranties.

Note 38: Paid to Kunjal Patel and Kanubhai Patel.

Note 38: Payout aligns with debt-free status.
Fees appear exceptionally low relative to [¥17 Cr
treasury complexity.

Note 2.3: Warranty and Liquidated Damages are
key judgment areas.

 Audit Opinion: Unqualified. Internal financial controls are stated as adequate and operating effectively.

» Key Audit Matters (KAMs): Management identifies Warranty Costs and Liquidated Damages as areas of
significant estimation uncertainty. These are critical as contract delays or technical failures can lead to large
unforeseen liabilities. The use of the "simplified approach” for Expected Credit Loss (ECL) is also a key
judgment area.



 Auditor Fees: Total fees of [0.12 Cr (0.008% of Revenue) appear exceptionally low for a company with
[1,385.11 Cr in revenue and [717.60 Cr in financial investments, raising skepticism regarding the depth of the
audit relative to treasury complexity.

B. Related party transactions

Party Relationship Nature Amount (OCr) Concern

Kunjal & Kanubhai Patel KMP Remuneration 11.33 Cr  Neutral; within statutory limits
Promoters Promoter Group  Dividend Paid 17.71 Cr  Neutral; aligned with shareholding
KMP Remuneration Payable KMP Outstanding Payables 4.58 Cr  Accrued but unpaid KMP dues
CSR Contributions Related Entities ~ Donations 0.22 Cr  Neutral

* RPT Verdict: Clean. The absence of any commercial transactions (sales/purchases) with related parties is
exemplary for the sector. RPTs are strictly limited to statutory remuneration and dividends.

C. Shareholding

Category No. of shares % to total shareholding
Promoters and their Relatives 5,058,562 50.00%
Mutual fund/ Alternate Investment Fund 2,615,181 25.85%
Foreign Portfolio Investors 1,382,009 13.66%
Indian Public 927,073 9.16%
Others (NRI, IEPF, Corporate) 134,295 1.33%
Total 10,117,120 100.00%

* Pledged Shares: 0.00% of promoter holding.
D. Board composition + KMP compensation

* Board Composition: 6 Directors; 50% Independent; 2 Women Directors.
« KMP Compensation:
o Kanubhai S. Patel (CMD): [6.06 Cr (17.44% YoY growth; 2.75% of Operating Profit).
o Kunjalbhai L. Patel (VC & MD): [5.27 Cr (17.11% YoY growth; 2.39% of Operating Profit).
» Family Relations: Kanubhai S. Patel and Kunjalbhai L. Patel are both Managing Directors from the same
family. Smt. Taral K. Patel (Non-Executive Director) is related to Shri Kunjal Patel.

 Analysis: Total KMP remuneration ([11.33 Cr) grew 17.29% YoY, lagging revenue growth of 22.88%.
Commission is capped at 1% of Net Profit for each MD, aligning pay with bottom-line performance.



F. Capital allocation & capex

Action FY current (CICr) FY prior (OCr) Signal
Dividends 60.70 Cr 18.21 Cr  Positive
Capex 3.70 Cr 267Cr —
Investments (Financial) 717.60 Cr 585.12Cr —

Net Debt Change 0.00 Cr 0.00 Cr  Positive
Working Capital Investment -34.60 Cr Not disclosed Positive

« CAPEX Analytical Notes:
- CFO Coverage of Capex: Business is entirely self-funding with an extremely high CFO/Capex ratio.
- Nature of Capex: Primarily maintenance-oriented or small-scale debottlenecking (CB.70 Cr).
- Deployment Efficiency: Revenue grew 22.88% on a very small capex base, suggesting high asset
sweat.
- Key Takeaways: The company is prioritizing liquidity and treasury gains over aggressive industrial growth,
protecting the downside but potentially limiting long-term market share gains.

H. Risks
# Risk Description Potential impact Severity
Liquidated Penalties for delivery Direct hit to margins; identified as a significant estimation High
Damages delays uncertainty. :
. Product failure post- Provision of [B.31 Cr; risk of large unforeseen liabilities if .
2 Warranty Claims . . . Medium
installation quality drops.
. . Volatility in Copper and Raw materials are 74.30% of revenue; FIFO valuation may .
3 Commodity Price ) L High
Steel inflate profits in rising cycles.
Customer . Signals potential softening in the order book or weakening )
19.8% drop in advances . Medium
Advances negotiation power.
Investment (¥17.60 Crin FVTPL Non-operating MTM gains ([117.08 Cr) introduce P&L volatility Medium
iu
Volatility assets unrelated to core business.
[(292.15 Crin Represents 21.09% of revenue; significant off-balance sheet .
6 Bank Guarantees High

guarantees exposure.



5. Scorecard & verdict

Part a: scorecard

Dimension Key evidence One-line rationale
) ) 22.88% Rev growth; 97% Strong niche position with high technical
Business quality 4 - . . . . .
domestic concentration barriers but high product concentration.
. . D/E 0.0x; CFO [245 Cr > PAT Fortress balance sheet with zero debt and
Financial health 5 1 . .
199 Cr superior cash generation.
. . Unqualified audit; CFO > PAT, High cash conversion, though non-operating
Earnings quality 4 - ] . . .
15% PBT from Other Income MTM gains slightly dilute core quality.
Management & A Zero trade RPTs; 50% Board Exemplary RPT discipline; low auditor fees
governance - Independence and board churn are minor monitorables.
. . Excellent returns on existing assets, but low
Capital allocation & ROCE 24.7%; Capex [B.7 Cr; . .
. - ! reinvestment and falling advances cloud
earnings visibility Advances -19.8%

visibility.

Business positives (for this company this year) * Strong Cash Conversion: CFO of [245.12 Cr significantly
exceeded PAT of [199.94 Cr (1.23x ratio). * Debt-Free Status: Maintained a 0.00 D/E ratio with an infinite
interest coverage ratio. * Margin Expansion: OPM expanded from 8.71% to 15.91% due to strong operating
leverage. * Asset Efficiency: ROCE nearly doubled to 24.68% through efficient asset sweating. * Clean RPTs:
Reported zero sales or purchases with related parties, an exemplary governance signal. * High-Quality
Receivables: 99.66% of trade receivables are less than 6 months old.

Business negatives | concerns (for this company this year) * Softening Order Indicators: Customer
advances dropped by 19.8% ([54.28 Cr vs [67.71 Cr), suggesting a potential slowdown. * Non-Operating
Income Reliance: Other Income (including MTM gains) contributed 15.39% to PBT. * Low Reinvestment:
Capex was only [B.70 Cr despite a [¥17 Cr treasury, suggesting limited growth aggression. * Off-Balance
Sheet Risk: Bank Guarantees of [292.15 Cr represent 21.09% of revenue. * Board Churn: Replacement of
two out of three Independent Directors in a single year.

Overall scorecard summary Voltamp Transformers exhibits a "fortress" financial profile, characterized by zero
debt, exceptional cash conversion, and a massive liquidity buffer. Earnings quality is high, supported by
conservative revenue recognition and a clean related-party profile, though non-operating MTM gains introduce
some P&L volatility. While the business is currently on a stable-to-improving trajectory in terms of profitability and
efficiency, the significant decline in customer advances and minimal capital reinvestment suggest a cautious
outlook on near-term growth momentum.



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 =

Total: 9/10 — Governance Rating: 4
Part c: investor verdict

Thesis: A debt-free, cash-rich specialist in the transformer niche benefiting from the industrial CAPEX cycle
while maintaining extreme financial conservatism. Overall stance: ACCUMULATE Rationale: Superior balance
sheet strength and ROCE expansion outweigh the risks of a potential near-term slowdown in order inflows. Re-
evaluate when: Customer advances fall below [40 Cr or OPM compresses below 10%. BULL CASE: Rapid
acceleration in renewable energy grid integration drives a 30%+ surge in high-margin Ester fluid transformer
demand. BEAR CASE: Sustained raw material inflation (Copper/Steel) coupled with a stagnant industrial
CAPEX cycle leads to margin contraction and order book depletion. Key monitorable: Customer Advances:
[64.28 Cr - Watch threshold: < (45 Cr.
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