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English Transcript

Moderator: Ladies and gentlemen, good day and welcome to the Servotech Power
Systems Limited Q1 FY25 Earnings Conference Call hosted by Ventura Securities Limited.
As a reminder, all participant lines will be in the listen-only mode, and there will be an
opportunity for you to ask questions after the presentation concludes. Should you need
any assistance during the conference call, please signal an operator by pressing * and then
0 on your touchstone phone. Please note this conference is being recorded. The company
is today represented by Mr. Raman Bhatia, Founder and Managing Director and Mr. Vipin
Kaushik, Finance Controller. I would now like to hand over the call to the Managing
Director of the company, Mr. Raman Bhatia, for his opening remarks. Thank you and over
to you, sir.

Raman Bhatia: Thank you. Good evening, everyone. Thank you for joining us today to
discuss Servotech Power Systems Limited performance in the first quarter of this
financial year. I'm thrilled to share that we had a remarkable quarter. We have dedicated
significant effort to developing new ideas and sustainable growth strategies and the
results are evident. Let’s begin with the financial highlights. Our total income for the
quarter reached a robust INR 112.43 crores representing a substantial 41% increase
compared to the same period last year. This significant growth is primarily attributed to
the first-in-electric-vehicle adoption. The government's emphasis on reducing oil imports
through EV promotion has created a favorable market and we have successfully secured
orders for EV chargers from over 90% of oil marketing companies. The rising popularity
of EVs and the increasing demand for robust charging infrastructure has been key drivers
of our growth. Our profit also soared by 29% reaching INR 20.38 crores. Our earnings
before interest, taxes, depreciation and amortization, EBITDA, stood at INR 8.54 crores,
reflecting a 20% increase. While our profit margin has slightly decreased due to the
startup cost of our new factory. But we are confident that it is sufficient to delight our
shareholders with our overall financial performance. Beyond the numbers, we have made
substantial progress in product development in this quarter. We have developed
technology that enables CCS2 chargers to accommodate electric vehicle with GB/T
connectors, eliminating the need for dual charging infrastructure. We have upgraded our
charger range for offering to cater to the international market. We have commenced a
domestic production of 30KW power module, a key component of every fast charger in a
market currently dominated by China with a 90% share. We have integrated solar power
and energy storage with EV charging to enhance charging efficiency in area with limited
grid access. The tutorial videos are available on our YouTube channel also. We are proud
to have installed over 5,800 EV chargers across India, demonstrating our commitment to
accelerating the adoption of electric vehicles. Our dealers and distributor network is
expanding rapidly to increase our market reach for our solar products also. Our objective
is to produce world-class products at a competitive price. We are investing heavily in
research and development to create innovation, innovative high-quality products that
meet global standards. We are eager to expand our business internationally. We are
deeply committed to clean energy and are investing in EV charging and other green
energy solutions for sustainable future. Overall, we are extremely pleased with our first
quarter performance. We are optimistic about the future and believe our focus on
innovation, quality and sustainability will continue to drive our success. Thank you to our



dedicated team, valued customer and supportive shareholders. I am now ready to
address any question you may have. Thank you.

Moderator: Thank you, sir. Ladies and gentlemen, we will now begin the question-and-
answer session. If you have any questions, please press * and 1 on your telephone keypad
and please wait for your turn to ask the question. If you would like to withdraw your
request, you may do so by pressing * and 1 again. I repeat, ladies and gentlemen, if you
have any questions, please press * and 1 on your telephone keypad.

Our first question comes from Agastya Dave from CAO Capital. Please go ahead.
Agastya Dave: Hello. Am [ audible?

Moderator: You're audible. Sir, please go ahead.

Agastya Dave: Thank you. Thank you for the opportunity. Hello, sir, how are you?
Raman Bhatia: I'm very well, sir. Thank you.

Agastya Dave: Congratulations, sir. As you mentioned last quarter, there has been
significant QoQ improvement. I have three questions. The first question is, now that your
capacity has started and stabilized, how many new order inflows do you plan to
entertain? Your order book is quite good, but how many order inflows do you expect this
year? The second question is, sorry—

Raman Bhatia: Let's take the questions one by one, because if you ask all three at once...
Agastya Dave: As you prefer.

Raman Bhatia: That would be better. Regarding your question, our plan this year is to
manufacture 12,000 chargers, specifically DC fast chargers. Right?

Agastya Dave: Yes.

Raman Bhatia: This means we aim to average around 1,000 pieces per month. From my
perspective, and as far as my common sense goes, there are very few companies in India
or even China that manufacture chargers at this capacity level. In India, there might be
none other than us. So, this is a significant capacity that we will achieve this year.

Agastya Dave: Yes. And, sir, how many orders do you currently have in your order book,
in terms of form orders?

Raman Bhatia: Currently, our order book stands at around 8,000-8,500 pieces.
Agastya Dave: So, roughly 3/4 of your target is already in the order book.
Raman Bhatia: Yes.

Agastya Dave: Great, sir. Second, sir, what is the situation regarding component costs
and availability? For the next six months, do you foresee any disruptions in production
or supply chain issues? You also mentioned backward integration for several
components—how is that progressing?



Raman Bhatia: Regarding backward integration, there were two major components we
discussed last time, perhaps in the last quarter. We mentioned that one is the heart and
one is the brain.

Agastya Dave: Yes, sir.

Raman Bhatia: We had mentioned that the deadline for the brain, which is the control
set, is June 2nd. We have achieved that. We are now manufacturing it in India.

Agastya Dave: Yes, sir.

Raman Bhatia: The deadline for the power module is December 2nd, and our target is to
complete it even before that.

Agastya Dave: How is the progress there, sir? Are the timelines from the last quarter still
on track? Are you comfortable with the current situation?

Raman Bhatia: | don’t foresee any issues, but if something unexpected comes up, I can’t
predict. However, as of now, nothing seems to be a concern.

Agastya Dave: Great, sir. Those were my main two questions. I'll go back in the queue.
Congratulations again, sir. There has been significant progress. It's great to see the
company growing rapidly. Thank you very much.

Raman Bhatia: Thank you.

Moderator: Thank you, sir. Our next question comes from Nandish Shah from NEO
Health Management. Please go ahead.

Nandish Shah: Hello, am I audible?
Moderator: Yes, you are audible sir.

Nandish Shabh: Sir, first question is on the competitive landscape and how our product is
different from our competitor, can you throw some light on that please?

Raman Bhatia: Sir, the current requirement for the product in the Indian market or
globally, which meets the global quality standards, is met by only a few manufacturing
companies in India, one of which is us. The rest are either importers or source from
others. So, if we talk about it, we are serving and supplying many OEMs. We adhere to the
best and international quality standards and are continuously improving that quality.

Nandish Shah: Sir, my second question is about the Uttar Pradesh project. Can you
provide an update?

Raman Bhatia: Are you referring to the project where we discussed an INR 300 crore
investment?

Nandish Shah: Yes.

Raman Bhatia: We have a state policy. If I talk about it, I am speaking from my
perspective. In Servotech, the values and culture reflect my own because I have been here



from the start. Our policy is that version 1 is better than none. The government's policies
have been slow, and we have not yet received the land. However, we have not stopped.
We have already moved our production facility to the next step, as previously mentioned.
We have also acquired land for the next factory. So, we are not stopping. If they provide
the land, it will be a bonus for us. If not, our plans for the next 5 years will not be affected.
We are not dependent on UP. It is a clear message that we are not waiting for anyone. We
will achieve our plans, whether they are in Haryana or elsewhere. We are not dependent
on UP.

Nandish Shah: Sir, one more question. Your gross block was around INR 46 crores as of
March 31st, and you reported a top line of approximately INR 98 crores for this quarter.
Even if we assume a consistent INR 100 crore top line, we could reach INR 400 crores for
FY25. What kind of asset turnover can we expect? Currently, our asset turnover is about
1.5 times.

Raman Bhatia: Regarding that, if [ consider your point, last year’s turnover was INR 60
crores. By that measure, INR 240 crores should have been expected. Last year, INR 30
crores would have been INR 120 crores. This isn’t based on the quarter; the second half
is always higher. QoQ turnover increases. If you look at the records for the past 5 years,
now even 7 years, which are available online for Servotech, you can see the pattern. This
business pattern is consistent because 60% of our business comes from projects. So, if
you look at it from that pattern, you need to consolidate the total. We cannot calculate it
quarter by quarter because the products we make are not produced in small quantities
daily. We need to build our production capacity based on tenders and projects to handle
and serve the peak demand. The perfect block will also be built accordingly.

Nandish Shah: Sir, currently, our working capital days are around 112-110.

Raman Bhatia: Sir, if you look at the standard formula according to accounting laws, you
are absolutely correct; there is no mistake on your part. However, if I talk about the
outstanding as of March 31st, as you mentioned, the turnover for the last quarter was INR
136 crores, and the debtors were INR 80 crores. Can you tell me how much I should
consider for debtors?

Nandish Shah: Got it, sir. | understand. So, your maximum top line was in March, which
is why the debtor number appears high.

Raman Bhatia: Yes, that will change. But the standard rule is that the total revenue
should be divided by that.

Nandish Shah: Got it. But, sir, what is the working capital cycle for June currently? If you
can disclose that.

Raman Bhatia: Sir, I can't provide the exact figure as [ don’t have it handy at the moment.
[ apologize for that. However, I believe it should be around that level. If something
significant had happened, it would have been flagged by now to the management.

Nandish Shah: Got it. Okay, sir, I'm done with my questions. Thank you so much.

Raman Bhatia: Thank you.



Moderator: Thank you, sir. Ladies and gentlemen, if you have any questions, please press
* and 1 on your telephone keypad. Next question comes from Rahul Shah from Star
Investments. Please go ahead.

Rahul Shah: Hello, good afternoon. Am I audible?
Moderator: Yes, sir, you are audible.

Rahul Shah: Yes sir. Sir, congratulations on the good set of numbers. Sir, my first question
isregarding like, what would be our long term, like, sustainable EBITDA and PAT margins,
considering we have a minor decline in this quarter?

Raman Bhatia: No, sir, [ didn’t understand your question. I apologize. Are you saying that
the EBITDA margin has declined?

Rahul Shah: Yes, sir. In the long term, what will happen to the EBITDA margin and PAT
margin?

Raman Bhatia: I still don’t understand. Let me repeat what I understood. Please confirm
if this is correct: You are saying that the EBITDA margin has decreased compared to last
year. Is that correct?

Rahul Shah: Yes, sir, that's right.

Raman Bhatia: Sir, I believe there might be a misunderstanding. According to my
records, the EBITDA margin for Q4 was approximately 4.76%, while the full-year margin
was 7% to 7.07%, and for June 30 (Q1), it was 7.18%. According to this data, the margin
has improved, not decreased.

Rahul Shah: Right, sir. For the long term, what range do you expect EBITDA and PAT
margins to be in?

Raman Bhatia: Sir, I've answered this before. I apologize if my wording wasn'’t clear. But
[ would like to say that I've mentioned before that EBITDA and other metrics might not
reflect the complete picture when you're in expansion mode. Many factors impact these
numbers, but from an investor’s point of view, we are growing day by day. We are striving
for progress in every aspect, and the company is not under pressure from debt, orders,
supplies, or profitability. We are performing well and working to improve further, so
profitability is guaranteed to increase. However, it might not increase multifold, but yes,
profitability will increase.

Rahul Shah: Okay.
Raman Bhatia: If you look at profitability and prices, they are continuously increasing.
Rahul Shah: Yes, sir, definitely.

Raman Bhatia: We are trying our best to utilize our profits to produce better products,
provide better technology, and open new markets. The problem is that if we were to leave
the business on autopilot, with management and strategic personnel taking a year off, the
business would still grow. This is because the current political and environmental



conditions are favorable for us. Understand? Even if we do nothing, orders will come in.
But what will happen when conditions are not favorable? We are preparing for that now.
Imagine it's raining, and I am standing outside with a pot on my head—there's no need
to do anything; the pot will fill up. But the logic is whether I can carry 10, 50, or 100 pots
so that I can gather enough when conditions are not favorable. If we focus only on
increasing EBITDA and profit now, we might enjoy it today, but we could face problems
in the future. This preparation for tomorrow means the costs incurred today might make
your profit and EBITDA appear lower.

Rahul Shah: Okay, sir.
Raman Bhatia: Hope you understand what I'm saying.

Rahul Shah: Right, sir. Good explanation. Got it, sir. My next question is, can you provide
some insight into the realization of DC and AC chargers and how the margins differ
between these segments?

Raman Bhatia: Sir, our focus is not on AC chargers. We produce them because there is a
market for them, but our main focus is on DC chargers. We are working on various models
in this segment, which includes profitability, volumes, filings, and technology barriers.

Rahul Shah: Okay, sir. Got it. Sir, my last question is about the solar segment. What is the
development in the solar segment?

Raman Bhatia: In the solar segment, we are working on new developments. Some
products have seen significant progress, and you will hear some major news soon.
Additionally, the government’s scheme to provide electricity to every household,
launched by the Modi Government, is being implemented in 25 states, including the seven
states where we are already active. We can offer subsidies to end users for our products.
We are eligible for this in seven states, and our target is to be present in 20-21 states
within the next two months. This will be a significant step. Currently, we have 97
distributors, each with about 15-20 dealers, totaling around 1500 retailers. Our target is
to reach 2500 distributors, meaning around 5000 retailers within the next year, which
will generate substantial revenue.

Rahul Shah: Okay, sir. Can you provide some details about the solar segment order book?
Are there any orders or expectations for future orders?

Raman Bhatia: We have a regular order book for the solar segment, with average
monthly sales of INR 8-10 crores, totaling INR 100-150 crores annually. We are also
working on various government projects. It’s a reasonable business model that we are
aiming to double or triple, and our team is focused on that.

Rahul Shah: Okay. Sir, one last question: In the global market, do you see any significant
opportunities for expansion?

Raman Bhatia: Absolutely. Last year, we did approximately INR 40 crores in business.
We expect to export more this year. We are attending international exhibitions and have
established a team for exports. Although the export cycle is longer, things are moving in
a positive direction.



Rahul Shah: Okay. Sir, as you mentioned, we are developing many new and advanced
products for future growth. What will be our approximate R&D spend for product
development?

Raman Bhatia: | can’t provide an exact figure for R&D expenses at the moment. However,
[ assure you that when we present our balance sheet and other data for the next four
quarters, we will share that information. I don’t have the handy figure right now, so I will
avoid providing an inaccurate statement.

Rahul Shah: Okay. Thank you, sir.

Raman Bhatia: But a significant amount is going into R&D. I've noted this, and we will
provide more details in the future.

Rahul Shah: Sure. Definitely, sir. That was very helpful. And sir, my last question is about
EV vehicles and hybrid vehicles. Is there any threat to our EV charging business from the
rise of hybrid vehicles?

Raman Bhatia: That’s a very good question. Reflecting on Servotech's early days, we
faced concerns about being outpaced or overtaken by larger companies. However, |
learned from a wise person that no single brand can have a monopoly. There are always
alternative options, like Pepsi vs. Coke or Pepsodent vs. Cibaca. No brand can monopolize
the market. You just need to carve out your market share. If your marketing, product
quality, and systems are strong, you will establish your market. Threats only exist for
those lacking clarity. We need to focus on increasing our market share. Even if we do
nothing, we will grow, so the current focus is on achieving multifold and inorganic
growth.

Rahul Shah: Understood. But with the rise of hybrid vehicles, could there be any impact
on our market share in the EV charging business?

Raman Bhatia: You need to pay close attention to the market. Currently, only Japanese
companies are working on hybrid vehicles. If you exclude Japan, no other company is
working on hybrid vehicles. Japan's approach is influenced by political reasons, but
globally, hybrid vehicles are not a significant threat.

Rahul Shah: Right, sir. Given our growth plans, will we need more funds or are we
planning for future funding?

Raman Bhatia: Yes, we will need additional funding as required. Investors trust us and
support us. As the need arises, we will seek funds and investors will come forward. We
will need funds in the future; that’s a reality.

Rahul Shah: Yes, sir. Will this be required in the next 5-6 months or within the next year?

Raman Bhatia: Over the next two to three years, we anticipate generating around INR
1000 crores from debt and equity.

Rahul Shah: Okay, sir. That answers all my questions. Thank you so much.

Raman Bhatia: Thank you, sir, thanks a lot.



Moderator: Thank you so much sir. Ladies and gentlemen, if you have any questions,
please press * and 1 on your telephone keypad. We will wait for a moment while the
question queue assembles. I repeat, ladies and gentlemen, if you have any questions,
please press * and 1 on your telephone keypad. Our next question comes from Sanika
Khemani from Saphire Capital. Please go ahead.

Sanika Khemani: Hi Sir. Am [ audible? Hello?

Raman Bhatia: Hello.

Moderator: Hello, Ma’am. Your voice is not clear, ma’am.
Sanika Khemani: Yeah. Hi, am I audible?

Moderator: Yes, you're audible now. Please go ahead, ma’am.

Sanika Khemani: Hj, sir. 'm relatively new to this company. I wanted to know how many
DC chargers we have supplied this year, as our target for next year is 12,000 chargers.

Raman Bhatia: No, next year? We are talking about this year, madam.
Sanika Khemani: Yes, FY25.

Raman Bhatia: Oh, yes, we are discussing FY24-25. For this year, the order book is
approximately...

Sanika Khemani: Yes, so how many did we supply in FY24?

Raman Bhatia: In FY24, we supplied around 5,400.

Sanika Khemani: 5,400?

Raman Bhatia: Yes. That’s not just for one year; it’s over two years.

Sanika Khemani: Okay. And for next year?

Raman Bhatia: For next year, over the two-year period, we’re looking at around 25,000.
Sanika Khemani: 25,000 DC chargers?

Raman Bhatia: Yes, that’s the target. 'm not committing to that number exactly. [ want
to clarify that our goal is to achieve what we set out to do. For any investors listening,
please don’t quote this as a commitment. We are working diligently with our team and
delivering results. Our targets depend on many factors. I wanted to make that clear, as a
disclaimer.

Sanika Khemani: Okay. And what is the approximate realization per charger?
Raman Bhatia: What do you mean by realization?

Sanika Khemani: How much do we sell it for?



Raman Bhatia: The average selling price for a DC fast charger is around INR 6 lakhs.
Based on this, you can estimate that for 12,000 chargers, it would be approximately INR
720 crores.

Sanika Khemani: Okay, sir. Thank you. That’s all | wanted to know.
Raman Bhatia: Alright. Thank you.

Moderator: Thank you, sir. There are no further questions. Now, I had over the floor to
the management for closing comments.

Raman Bhatia: Thank you. Thank you for your participation in this session. We believe
we have provided a comprehensive overview of our company and business operations.
We are excited about the growth of our product portfolio and the strong momentum
across our business. Our focus remains on developing new products, exploring new
market and creating value for our shareholders. Please contact our Investor Relation
team, Kunal Shah, Naman Maheswari for any further inquiries. Thank you once again.
Thank you.

Moderator: Thank you, members of the management. Ladies and gentlemen, on behalf
of Ventura Securities that concludes this conference. Thank you for joining us and you
may all disconnect your lines now.
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