Jain Irrigation Systems Ltd — FY 2024 Annual Report Analysis

Annual Report Analysis (Consolidated)

Investor Snapshot

# Analytical point Sentiment
Jain Irrigation maintains a dominant global moat in tissue culture and agri-infrastructure, currently Positive
pivoting toward high-margin "Climate Smart" IoT and Farming-as-a-Service models.

Revenue grew 6.92% YoY to (6,084 Cr, though top-line quality is diluted by aggressive discounting of Neutral
u
(1,673 Cr, representing 27% of net revenue to secure market share.
Operating margins improved to 13% through better cost management, yet ROCE remains stagnant at Negative
6%, failing to clear the company's cost of capital. g
Net Profit plummeted 94.62% to 43 Cr, heavily impacted by the absence of prior-year exceptional Negative
iv
gains and a persistent, high interest burden. g
The balance sheet remains levered with 4,049 Cr in total debt; a precarious Interest Coverage Ratio Negati
egative
of 1.19x necessitates 67% of CFO to be consumed by debt servicing. g
Cash flow generation saw a structural shift as CFO surged to [535 Cr from [45 Cr, driven by Positive
operational efficiencies and improved working capital discipline.
Positive Free Cash Flow (FCF) of [B16 Cr was achieved after a [228 Cr capex outlay, facilitating a Positive
itivi
strategic debt repayment of (545 Cr.
Earnings quality is compromised by 74.16 Cr in non-cash biological asset fair-value gains and a 48% Negative
spike in "zombie" receivables (>3 years) totaling 380.39 Cr. :
Governance is constrained by a family-centric board where KMP pay consumes 26% of PAT, 27% of Negative
supplier advances are provisioned as doubtful, and promoter skin-in-the-game is low at 0.63%. g
A massive "Right of Recompense" contingent liability of 1,312.90 Cr to lenders acts as a primary Negative
iV
overhang, potentially diluting or draining future equity value. :
The outlook depends on the successful monetization of carbon credits and the reduction of a bloated Neutral
235-day cash conversion cycle.
Investment View: Watch; while the operational turnaround is visible, investors should wait for Interest Neutral
u

Coverage to exceed 2.5x and a 20% reduction in legacy receivables.

1. Business overview (In Bullet Points)

« Hi-Tech Agri Inputs (Micro Irrigation & Tissue Culture): The high-margin "crown jewel" segment. JISL
operates the world’s largest tissue culture facility in Jalgaon, moving beyond hardware into biologicals for
Banana, Potato, and Pomegranate.

« Plastic Products (Piping & Sheets): Transitioning from commodity PVC pipes to specialized infrastructure
solutions, including HDPE pipes up to 2500mm for urban water supply and gas distribution.

* Green Energy (Solar Pumps): Focused on the PM-KUSUM scheme, integrating solar power with micro-
irrigation systems.

* Food Processing (Jain Farm Fresh): Downstream integration (Mango pulp, dehydrated onions) providing a
"buy-back" guarantee to farmers, securing the supply chain for the Agri-Input segment.



* Revenue Drivers: Growth is driven by government infrastructure projects (Jal Jeevan Mission), climate-smart
agriculture adoption, and expansion into the Carbon Credit market.

« Cost Drivers: Major costs include raw materials (58% of sales), high interest on working capital (8.82%), and
significant trade discounts (27% of gross sales) required to maintain market share.

* Industry Position: Market leader in micro-irrigation in India with a "Resource to Root" closed-loop
ecosystem.

» Expansion & Capacity: Recent investments in 2500mm HDPE lines and loT-based "Jain Spirit Pro"
controllers; focus on "Farming-as-a-Service" (FaaS) through the Jains Connect app.

» Geographical Presence: Leaner, India-centric entity following the divestment of international operations in
FY23.

2. Management commentary & outlook

« Strategy Shift: Management is rebranding JISL as a "Perpetual Agri-Tech Startup,” pivoting toward "Climate
Smart Precision Farming" to tap into Carbon Credit markets (CDM projects).

» Growth Guidance: Aggressive pursuit of government-led infrastructure projects, such as Haryana
wastewater drainage and Jalgaon 24x7 water supply.

« Innovation Focus: Launch of "Jain Spirit Pro" and "Jains Connect" signals a move to monetize data and
automation rather than just plastic hardware.

* New Projects: Significant focus on Rice and Wheat drip irrigation, claiming 40% water savings and 40%
methane reduction.

« Capital Infusion: Issuance of warrants to Alpha Alternatives (special situations fund) provides external
validation and strengthens the capital base with a [50 Cr upfront payment.

» Competitive Intensity: High pressure in the plastic products segment is evidenced by the necessity of
massive trade discounts (11,673 Cr) to sustain volumes.

* Long-term Vision: Aiming to create high switching costs for farmers by providing everything from saplings
(Tissue Culture) to market linkages (Food Processing).

« Management Tone: The tone is highly visionary and aspirational, emphasizing a "Banana Revolution" and
"Air Aloo" (Aeroponics). However, it remains noticeably deflected regarding legacy issues, such as the
Rabobank default and the massive "Right of Recompense" liability. The "startup" labeling of a 37-year-old
company appears as an attempt to distance the current entity from its 2019-2021 financial collapse.
(Narrative Verdict: Visionary but Deflected).



3. Financial analysis

3.1 Financial statements

P&L statement ((JCr)

Line item Mar 2024 Mar 2023
Sales 6,084 5,690
Sales Growth % 6.92 -19.61
Expenses 5,300 5,126
Material Cost % 58 60
Raw material cost 3,513 3,219
Change in inventory -6 202
Manufacturing Cost % 10 10
Employee Cost % 10 9
Other Cost % 10 10
Operating Profit 784 564
OPM % 13 10
Other Income -43 1,004
Exceptional items -48.31 937.40
Other income normal 5.19 66.81
Interest 419 469
Depreciation 243 236
Profit before tax 79 863
Tax % 46 4
Net Profit 43 832
Profit from Associates 0 0
Minority share 2.44 -4.24
Exceptional items AT -0.06 -14.77
Profit excl Excep 42.87 846.72
Profit for PE 45.31 842.40
Profit for EPS 45.25 827.71
Profit Growth % -94.62 608.81
EPS (O 0.68 13.69

Dividend Payout % 0 0



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

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

Total Assets

Mar 2024

137
5,304
4,049
1,465
2,468

108

9
1,675
137
853

0

686
11,166
4,242
1,716
1,509
3,324
52

56

49

201

425
7,333
3,090

26
1,190
5,708
1,830
2,221
1,779

865

-423

108

528
1,021

11,166

Mar 2023

125
5,056
3,967
1,386
2,497

84

0
1,834
9
997
0
740

10,981
4,147
1,802
1,449
3,196

43
44
55
169
179
6,938
2,791
32
1,143
5,659
1,783

2,187

2,570
-384
141
518
1,030

10,981



Cash flow statement ((ICr)

Line item Mar 2024 Mar 2023
Cash from Operating Activity 535 45
Profit from operations 765 463
Receivables -68 -195
Inventory -39 -249
Payables -152 148
Loans Advances 0 0
Other WC items 29 -84
Working capital changes -229 -379
Direct taxes -1 -38
Cash from Investing Activity -314 3,138
Fixed assets purchased -228 -160
Fixed assets sold 9 17
Investments purchased -32 -1,098
Investments sold 0 0
Investment income 0 0
Interest received 4 14
Dividends received 0 0
Invest in subsidiaries 0 0
Issue of shares on acq 0 0
Redemp n Canc of Shares 0 4,296
Acquisition of companies -71 0
Other investing items 3 68
Cash from Financing Activity -251 -3,365
Proceeds from shares 136 26
Proceeds from borrowings 495 163
Repayment of borrowings -545 -3,060
Interest paid fin -362 -463
Dividends paid 0 0
Financial liabilities -24 -31
Other financing items 50 0
Net Cash Flow -30 -182
Free Cash Flow 316 -98

CFO/OP 68 15



Key ratios

Line item Mar 2024 Mar 2023
Debtor Days 133 140
Inventory Days 191 190
Days Payable 89 106
Cash Conversion Cycle 235 224
Working Capital Days 80 65
ROCE % 6 4

3.2 Financial analysis summary

* Revenue grew by 6.92% to [6,084.00 Cr, but this includes a massive [1,673.07 Cr in Trade, Other Discounts
and Allowances (27.22% of gross sales), signaling aggressive pricing to sustain volumes in a competitive
market.

» Operating Profit improved to [784.00 Cr with OPM % rising to 13.00% from 10.00%, aided by a reduction in
Material Cost % to 58.00%, though Employee Cost % rose to 10.00% as salaries outpaced revenue growth.

* Net Profit crashed by 94.62% to [43.00 Cr, primarily due to the absence of the previous year's [937.40 Cr
exceptional gain and a heavy [419.00 Cr Finance Cost.

» Trade Receivables stand at [2,221.00 Cr, with a deteriorating profile where [880.39 Cr is overdue for >3
years (up 48% YoY); the Impairment Allowance (ECL) of [#22.64 Cr barely covers these "zombie"
receivables.

* Inventory remains high at [1,830.00 Cr (191 days), with finished goods comprising 73% of stock; Working
Capital is further strained by [516.34 Cr in Advances to Suppliers, of which 27% ([140.56 Cr) is provisioned
as doubtful.

« Total Debt increased slightly to [%,049.00 Cr, dominated by Short term Borrowings of [2,468.00 Cr; Interest
Coverage has deteriorated to 1.19x, leaving minimal margin to service the [#19.00 Cr Finance Cost.

» Cash from Operating Activity (CFO) jumped to [535.00 Cr (from [45.00 Cr), resulting in a positive Free
Cash Flow of [B16.00 Cr, which was utilized for [228.00 Cr in Capex and [545.00 Cr in Repayment of
borrowings.

* Fixed Assets (Gross Block) reached [7,333.00 Cr, but ROCE % at 6.00% remains barely above the cost of
debt, while Net Worth was supported by a [136.00 Cr equity infusion from promoter warrant conversion.

» Other Assets include [222.16 Cr in slow-realizing government incentives and [79.71 Cr in insurance claims
pending in High Court, both straining the Cash Conversion Cycle of 235 days.

» Other Expenses were impacted by project site installation costs of [211.08 Cr and a spike in doubtful debt
provisions to [55.29 Cr, reflecting a deteriorating outlook on receivable recoverability.

» The dominant financial theme of the year is a fragile operational recovery and improved cash generation
that remains heavily suppressed by legacy debt burdens, deteriorating receivable quality, and a
massive "Right of Recompense" overhang.

3.3 Contingent liabilities & commitments

* Right of Recompense (Lenders): [1,312.90 Cr (A massive "hidden" liability that caps equity upside).
* Performance Guarantees: [493.56 Cr.

e Income Tax Disputes: [87.18 Cr.

» Customs and Excise Duty Disputes: [6.11 Cr.



* Capital Commitments: [9.57 Cr (Net of advances).

¢ Insurance Claims: [79.71 Cr (Pending in High Court) and [28.99 Cr (Fire insurance/loss of profit) treated as
"good and receivable."

3.9 Earnings quality & forensic checks

# Check

10

11

12

13

14

15

16

17

PAT vs CFO trend

Receivables & channel-
stuffing signal

Revenue timing
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

Supplier Advance Quality

Biological Asset
Valuation

Government Incentive
Reliance

Impact

Profit 1 — high cash
conversion

Revenue 1| — aggressive
discounting

Revenue | — project
pipeline slowing

Neutral — low direct RPT
revenue

Profit 1 — efficient stock
management

Profit 11 — biological
asset valuation

Profit + — recurring non-
operating hits

Profit | — aggressive
depreciation

Profit 1 — non-cash
income boost

Profit 1 — high effective
tax

Neutral — minimal capital
lock-up

Profit + — potential DTA
write-down

Neutral — manageable
RPT exposure

Neutral — cash
conservation

Profit 1 — procurement
leakage

Profit + — non-cash paper
profit

Revenue 1 — subsidy
dependence

Notes detail

CFO improved from [45 Cr (FY23) due to better
working capital management.

Note 20: Massive discounts of [1,673 Cr signal high
pressure to move inventory.

Note 8: Reduction in unbilled work-in-progress
suggests a gap in the project pipeline.

Note 7(d): Loans to ESOP trust and security deposits
are the primary RPT exposures.

Note 11: Finished goods represent 73% of total
inventory; write-downs are minimal.

Note 12: Tissue culture plants valued at fair value
using subjective Level 3 inputs.

P&L: Exceptional items significantly impact the
transition from Operating Profit to PBT.

Note 3: Technical estimates for useful lives are shorter
than Schedule Il guidelines.

Note 20: "Provisions no longer required" written back
to P&L, inflating quality of earnings.

P&L: High effective tax rate due to deferred tax
adjustments despite low cash outflow.

Balance Sheet: CWIP is a negligible portion of the
[7,333 Cr gross block.

Note 18: Realization of MAT credit depends on
generating significant taxable profits by 2029.

Note 30: Reduction in off-balance sheet risk as major
associate guarantees expired.

Cash Flow: FCF is positive but utilized for [545 Cr debt
repayment and interest.

Note 8: [140.56 Cr of advances to suppliers are
provisioned as doubtful.

Note 12: Gain based on subjective Level 3 inputs
(mortality/market prices).

Note 7(e): Slow realization of subsidies continues to
strain working capital.



4. Management & governance

A. Auditor report & key audit matters

 Audit Opinion Type: Unqualified.
« KAM: Revenue Recognition: Focus on timing of control transfer and complexity of performance obligations
in "turnkey" projects recognized over time.

« KAM: Impairment of Trade Receivables: Significant judgment in assessing recoverability of long-pending
government subsidies and project dues ([422.64 Cr provision).

* KAM: Valuation of Biological Assets: Use of Level 3 inputs for tissue culture plants ([140.99 Cr) flagged as
a significant estimation risk.

« KAM: Going Concern | Debt Restructuring: Monitoring of "Right of Recompense" ([1,312.90 Cr) and ability
to service [B,932.83 Cr debt.

 Auditor Fees: Prior year fee was [0.97 Cr (0.017% of revenue), flagged as exceptionally low for company
complexity.

B. Related party transactions

Amount

Party Relationship Nature (Cr) Concern
JISL Employees ESOP Entity with Loans 6.79 Cr Stagnant asset; recoverability tied to share
Trust Interest Outstanding ' price.
Related Parties Group Entities Security Deposits ~ 11.47 Cr Capital locked in non-core deposits.
Cosmos Investment & Warrant Positive equity infusion to strengthen capital
. Promoter Group . 168.81 Cr
Trading Conversion base.
) " . Supplier 27% of all supplier advances are
Associate Entities Associates 140.56 Cr -
Advances provisioned as doubtful.

C. Shareholding

* Total Director Holding: 0.63% (4,163,600 Ordinary Shares).

* Promoter Skin-in-the-game: Exceptionally low for a promoter-led entity, though promoters hold 3.68% of
DVR Equity Capital.

D. Board composition + KMP compensation

« Total Directors: 12 | Independent %: 50% | Women Directors: 2.

« KMP Compensation: The four Jain brothers (Ashok, Anil, Ajit, Atul) drew identical remuneration ([2.86 Cr
each in FY23).

» Family Concentration: All four top executive positions are held by the Jain brothers, maintaining a "fixed
distribution" model.

* Revenue Correlation: Remuneration is fixed/capped; however, the 39% growth in Operating Profit suggests
better alignment than the prior year.



F. Capital allocation & capex

Action FY current (Cr) FY prior (Cr) % of CFO Signal
Dividends 0.00 0.00 0.00% —
Capex 228.00 160.00 42.62% —
Net Debt Change 82.00 -2,800.00 15.33% —
Interest Payments 362.00 463.00 67.66% —
Equity Issuance 136.00 26.00 25.42% —

Capex analytical notes: * CFO Coverage: CFO/Capex ratio is 2.34; company is self-funding maintenance/
growth capex for the first time in years. * Deployment Efficiency: Revenue grew 6.92% while Capex grew
42.5%, suggesting a lag in utilization of new HDPE lines and IoT controllers. * Takeaway: Positive Free Cash
Flow ((B16 Cr) is a milestone, but 67% of CFO is consumed by interest payments.

H. Risks

* Right of Recompense: [1,312.90 Cr "hidden" liability to lenders that caps equity upside. (Severity: High)
* Receivable Aging: [(B80.39 Cr aged >3 years; 48% YoY increase in "zombie" receivables. (Severity: High)
» Supplier Advance Risk: [140.56 Cr (27% of advances) provisioned as doubtful. (Severity: Medium)

* Biological Asset Valuation: [74.16 Cr non-cash "paper profit" from subjective fair valuation. (Severity:
Medium)

* Interest Burden: Working capital interest at 8.82% ([204.26 Cr) continues to erode margins. (Severity: High)

5. Scorecard & verdict

Part a: scorecard

Dimension Key evidence One-line rationale
. ) Moat in Tissue Culture; 27% Strong agri-moat offset by intense commodity
Business quality 3 1 . ) .
Discounting pricing pressure.
. . D/E 0.74x; Interest Coverage High debt servicing (67% of CFO) and low
Financial health 2 - .
1.19x coverage ratios.
. ) CFO > PAT, [74Cr Bio-gain; Cash flow is improving but P&L is inflated by
Earnings quality 2 - . ) o
1.3k Cr Recompense non-cash gains and hidden liabilities.
Management & 2 Identical family pay; 0.63% Family-centric board with low equity
governance - skin-in-the-game ownership and high RPT provisions.
Capital allocation & Shift to positive FCF is positive, but returns
. - 3 1 FCF [B16 Cr; Capex [228 Cr ) .
earnings visibility (ROCE 6%) remain below cost of capital.

Business positives (for this company this year) * Strong Cash Generation: CFO improved significantly to
(635 Cr from 45 Cr, leading to a positive Free Cash Flow of [B16 Cr. * Strategic Deleveraging: Repayment of
borrowings of [545 Cr achieved through internal accruals and equity infusion. * Promoter Support: [136 Cr
equity infusion via warrant conversion by the promoter group (Cosmos Investments). * Operational Efficiency:
OPM % improved to 13.00% from 10.00% due to better material cost management. * Market Leadership:
Maintenance of the world's largest tissue culture facility and expansion into high-value HDPE infrastructure.



Business negatives | concerns (for this company this year) * Hidden Liability: [1,312.90 Cr Right of
Recompense to lenders acts as a massive overhang on equity value. * Receivable Stress: Receivables > 3
years spiked 48% to [B80.39 Cr, indicating severe collection issues with government dues. * Aggressive
Discounting: [1,673.07 Cr in discounts (27% of net revenue) suggests "bought” growth and weak pricing
power. * Procurement Leakage: 27% of all supplier advances ([140.56 Cr) are provisioned as doubtful,
signaling historical mismanagement. * Low Interest Coverage: Interest Coverage at 1.19x is precariously low,
with 67% of CFO consumed by interest payments.

Overall scorecard summary Jain Irrigation is in a state of fragile recovery, having transitioned from a survival
phase to a positive cash-flow generation phase. While the core "Resource to Root" agri-business remains
structurally sound with a genuine moat, the financial health is severely constrained by legacy debt and a
massive [1,312.90 Cr contingent liability to lenders. Earnings quality is clouded by subjective biological asset
valuations and aggressive discounting, while governance remains "legacy grade" due to family-centric
management and low promoter skin-in-the-game. The trajectory is stable-to-improving operationally, but the
equity upside is heavily capped by the debt resolution framework.

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: 7/10 — Governance Rating: 3"
Part c: investor verdict

Thesis: A market-leading agri-infrastructure play undergoing a painful but visible transition from a debt-distressed
manufacturer to a cash-flow positive agri-tech entity.

Overall stance: Watch

Rationale: Operational improvements and positive FCF are offset by the massive "Right of Recompense" liability
and deteriorating receivable aging. Re-evaluate when: Interest Coverage Ratio > 2.5x and Receivables > 3
years decrease by 20%. BULL CASE: Successful monetization of Carbon Credits and IoT services driving OPM
to >18% and rapid debt reduction. BEAR CASE: Triggering of the [1,312 Cr Recompense liability or a major
write-down of "zombie" receivables (>[B80 Cr). Key monitorable: Receivables > 3 years: [B80.39 Cr - Watch
threshold: (450 Cr.



7. Year-over-year analysis

7.1 Changes

Metric /
theme

Capital
Allocation

Margin
Trajectory

Earnings
Quality

Working
Capital

Management
Tone

Supplier Risk

Summary a status

Capex (160 Cr) funded by
massive asset divestments;
CFO/Capex ratio at 0.28.

OPM at 10.0% on a 19.6%
revenue contraction.

PAT ((B32 Cr) was artificially
inflated by [937.4 Cr in non-
recurring exceptional gains.

Receivables >3 years stood at
[256.52 Cr.

Focused on structural
downsizing and deleveraging
through international exits.

Provision against trade
advances doubled to [132.92
Cr.

7.2 Persistent patterns

Summary b status

Capex ([228 Cr) is self-
funded via operations; CFO/

Capex ratio improved to 2.34.

OPM at 13.0% supported by
a 6.9% revenue recovery.

PAT (C43 Cr) reflects core
operations but is suppressed
by high finance costs.

Receivables >3 years spiked
48% to [B80.39 Cr.

Rebranding as a "Perpetual
Agri-Tech Startup” focusing
on loT and Carbon Credits.

27% of all supplier advances
(C140.56 Cr) are now
provisioned as doubtful.

Forensic takeaway

The company has transitioned from
survival-mode liquidation to operationally
funding its own maintenance and growth.

Operating margins are expanding through
better material cost management despite
the necessity of aggressive trade discounts.

The "paper profit" era of debt restructuring
gains has ended, revealing a thin and
fragile bottom-line profitability.

While overall debtor days fell, the quality of
the balance sheet is rotting from within as
"zombie" government receivables
accumulate.

Management is using aspirational tech-
narratives to pivot away from the stigma of
its recent financial collapse and legacy
industrial roots.

Procurement leakages and supplier defaults
have shifted from a "stress signal" to a
confirmed structural loss.

« Aggressive Accounting via Biological Assets: The company consistently uses subjective Level 3 inputs to
book non-cash fair value gains on tissue culture plants (57 Cr in FY23; (V4 Cr in FY24), inflating PAT.

* Fixed Family Distribution Model: The four Jain brothers continue to draw identical remuneration ([2.86 Cr
each) regardless of the 94% crash in reported PAT, suggesting a non-performance-linked compensation

structure.

 Severe Interest Burden: Interest payments remain a primary drain on liquidity, consuming a massive portion

of operating cash flow (1,028% of CFO in FY23; 67% of CFO in FY24).

* Negligible Promoter Skin-in-the-Game: Director shareholding remains exceptionally low (under 1%),
creating a significant misalignment between the controlling family and minority shareholders.

 Inadequate Audit Depth: Auditor fees remain stagnant and exceptionally low (0.017% of revenue), which is
a red flag given the complexity of the group's debt restructuring and global operations.

« Structural Working Capital Lock-up: High inventory levels (190+ days) and slow-moving government
subsidies continue to trap capital, resulting in a persistently high Cash Conversion Cycle exceeding 220

days.

* The "Right of Recompense" Overhang: A massive contingent liability to lenders (quantified at [1,312.90 Cr
in the current year) acts as a permanent ceiling on equity value and future dividend potential.
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