Jain Irrigation Systems Ltd — FY 2023 Annual Report Analysis

Annual Report Analysis (Consolidated)

Investor Snapshot

# Analytical point Sentiment
Business model has undergone a structural pivot toward the Indian market following the divestment Positive
of 31 international subsidiaries to facilitate deleveraging.

Revenue contracted by 19.6% to 5,690 Cr, reflecting the deliberate downsizing of the global footprint Negative
iV
and a transition toward a domestic-centric strategy. :
Operating margins are under scrutiny as the company capitalized 112.78 Cr of self-constructed Negative
assets, a move that potentially inflates EBITDA figures. g
Reported PAT surged to [832 Cr, yet this is entirely non-operational, fueled by [937.4 Cr in Neutral
u
exceptional gains stemming from debt restructuring.
Balance sheet health improved significantly with total debt reduced by 2,800 Cr, bringing the Debt/ Positive
Equity ratio down from 1.85x to 0.77x.
Liquidity remains critical as Cash Flow from Operations (CFO) collapsed to 45 Cr, failing to cover the )
. L Negative
annual interest obligation of 463 Cr.
Capital allocation remains value-destructive with a low ROCE of 4% and negative Free Cash Flow, as Negative
v
capex is funded via asset sales rather than operations. g
Earnings quality is poor, characterized by a massive divergence between PAT and CFO, further Negative
obscured by 86.21 Cr in aggressive provision reversals. :
Governance risks persist due to a 10.68 Cr ongoing default to Rabobank and Related Party Negative
Transactions that exceed 120% of the annual operating cash flow. g
Asset quality is pressured by 256.52 Cr in receivables aged over three years and 189 Cr in stagnant Negative
iV
government incentive receivables. :
Outlook depends on domestic tailwinds like "Nal Se Jal" and the management's ability to shift from Neutral
financial engineering to operational cash generation.
Investment View: Watch; stance is contingent on CFO/EBITDA exceeding 0.50x and debtor days Neutral
u

reducing below 110 to validate the turnaround.

1. Business overview (In Bullet Points)

» Business Segments: Jain Irrigation Systems Ltd (JISL) operates through four primary pillars: Hi-Tech Agri-
Input Division (Micro Irrigation Systems - MIS), Plastic Division (Piping Products), Agro-Processing (Food
Products via Jain Farm Fresh Foods Ltd), and Planting Material (Tissue Culture).

* Revenue Drivers: Growth is driven by government subsidies ("Per Drop More Crop," "Nal Se Jal"), climate
volatility increasing demand for water efficiency, and infrastructure spending impacting the piping segment.

« Cost Drivers: Highly sensitive to global energy prices as the company consumed 146,144 MT of polymers
(crude oil derivatives) in FY23. Logistics and labor costs are also significant factors.

* Industry Position: Transitioning from a debt-laden global conglomerate to a leaner, India-centric entity. It is
currently a rehabilitated Indian agri-infrastructure player focusing on core domestic competencies.



« Structural Pivot & Divestment: The most significant event in FY23 was the divestment of the International
Irrigation Business, liquidating or selling 31 overseas subsidiaries (including NaanDanJain) to deleverage
under a Resolution Plan.

» Expansion & Capacity: Focus has shifted to maximizing capacity utilization in domestic plants (Jalgaon,
Hyderabad, etc.) and moving up the value chain with high-value biological R&D (20 mango hybrids and new
white onion varieties).

» Geographical Presence: Effectively traded its global footprint for domestic solvency; the business is now a
"Pure Play India" story.

» Segment Performance: Revenue from operations reached [5,747.6 Cr (+21.4% YoY), though Net Profit was
heavily skewed by exceptional items related to the divestment.

2. Management commentary & outlook

« Management has explicitly admitted to a past "mindset of growth at any cost," replacing it with a "Mantra for
the future" centered on financial discipline and sustainable growth.

 The successful implementation of the Resolution Plan (RP) with domestic and non-domestic lenders is the
cornerstone of the current strategic direction.

 Operational focus has shifted to "toil and sweat," emphasizing the integrated management of resources (men,
material, money) to drive excellence.

« Strategic transition toward "Resource to Root" solutions, moving from selling individual components to
executing integrated irrigation projects.

* Management remains "incurably optimistic" about the Indian agricultural landscape, citing government
tailwinds like "Per Drop More Crop" and the "Nal Se Jal" scheme.

* Increasing awareness among farmers regarding water scarcity is expected to drive organic demand for MIS,
reducing long-term reliance on government-led projects.

 The board features high-pedigree oversight from former SEBI and RBI officials, alongside nominee directors
from lenders (Exim Bank, SBI consortium), ensuring strict institutional monitoring.

* Management Tone: The management tone is Contrite yet Resilient. There is a palpable sense of relief in the
commentary, characterized by a transition from "survival mode" to "rebuilding mode." The use of the Phoenix
metaphor serves to frame a painful debt restructuring as a heroic transformation. While the optimism
regarding the Indian market is high, it is tempered by a newfound obsession with "financial discipline." The
commentary is high on "signal" regarding the strategic retreat to India, but remains "guarded" about specific
timelines for returning to historical margin peaks.



3. Financial analysis

3.1 Financial statements

P&L statement ((JCr)

Line item Mar 2023 Mar 2022
Sales 5,690 7,078
Sales Growth % -19.61 25.69
Expenses 5,126 6,372
Material Cost % 60 55
Raw material cost 3,219 4,039
Change in inventory 202 -135
Manufacturing Cost % 10 11
Employee Cost % 9 12
Other Cost % 10 12
Operating Profit 564 706
OPM % 10 10
Other Income 1,004 611
Exceptional items 937.40 589.08
Other income normal 66.81 21.60
Interest 469 558
Depreciation 236 337
Profit before tax 863 422
Tax % 4 22
Net Profit 832 329
Profit from Associates 0 0
Minority share -4.24 -3.76
Exceptional items AT -14.77 496.12
Profit excl Excep 846.72 -167.48
Profit for PE 842.40 -165.56
Profit for EPS 827.71 324.88
Profit Growth % 608.81 67.90
EPS (O 13.69 5.48

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 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

Mar 2022

122
3,534
6,767
3,564
3,003

165

34
2,126

118

1,092
0

916
12,549
5,372
1,855
1,450
4,250
71

98

89

851

297
8,962
3,589

25
73
7,078
2,234
2,350

912

1,908
-470

391

485
1,618

12,549



Cash flow statement ((ICr)

Line item Mar 2023 Mar 2022
Cash from Operating Activity 45 476
Profit from operations 463 794
Receivables -195 100
Inventory -249 -254
Payables 148 112
Loans Advances 0 0
Other WC items -84 -246
Working capital changes -379 -288
Direct taxes -38 -30
Cash from Investing Activity 3,138 -194
Fixed assets purchased -160 -173
Fixed assets sold 17 8
Investments purchased -1,098 0
Investments sold 0 0
Investment income 0 0
Interest received 14 6
Dividends received 0 0
Invest in subsidiaries 0 0
Issue of shares on acq 0 0
Redemp n Canc of Shares 4,296 0
Acquisition of companies 0 0
Other investing items 68 -36
Cash from Financing Activity -3,365 -385
Proceeds from shares 26 50
Proceeds from borrowings 163 390
Repayment of borrowings -3,060 -375
Interest paid fin -463 -454
Dividends paid 0 0
Financial liabilities -31 -50
Other financing items 0 54
Net Cash Flow -182 -104
Free Cash Flow -98 311

CFO/OP 15 72



Key ratios

Line item Mar 2023 Mar 2022
Debtor Days 140 121
Inventory Days 190 209
Days Payable 106 102
Cash Conversion Cycle 224 228
Working Capital Days 65 55
ROCE % 4 4

3.2 Financial analysis summary

* Revenue declined by 19.61% to [5,690.00 Cr, primarily due to the disposal of the international irrigation
business, which also led to a massive reduction in Intangible Assets from [851.00 Cr to [169.00 Cr as
Goodwill was reduced by [652.20 Cr.

« Despite falling Revenue, Net Profit surged to [(832.00 Cr driven by Exceptional items of [937.40 Cr and a
non-cash Biological Asset Gain of [57.56 Cr, which significantly inflates the PAT Margin to 14.62% while
masking a weak core Operating Profit of [564.00 Cr.

» EBITDA quality is questionable as the company capitalized [112.78 Cr of self-constructed assets, effectively
shifting operating costs to the Balance Sheet and supporting the OPM % at 10.00% despite a 5% increase in
material cost intensity.

» Working Capital remains a severe drag on liquidity, with CFO collapsing from [476.00 Cr to just [45.00 Cr as
Inventory and Trade Receivables consumed [#44.00 Cr of cash, further exacerbated by Debtor Days
deteriorating to 140 days.

» Trade Receivables quality is a major concern with [256.52 Cr aged over 3 years; the reversal of [86.21 Cr in
Provisions for doubtful debts appears aggressive given the stagnant recovery of Incentive Receivables
(C189.47 Cr) and Claims Receivables ([191.61 Cr).

« Total Debt (Borrowings) saw a significant reduction from [6,767.00 Cr to [B,967.00 Cr following the
implementation of a Resolution Plan, yet the company remains in technical distress with an Interest Coverage
of only 0.70 and a persistent default of [10.68 Cr to Rabobank.

* Finance Cost of [469.00 Cr continues to consume 83% of Operating Profit, forcing the company to issue
7.89 Cr equity shares to lenders in lieu of interest, which is reflected in the increase of Equity Capital to
[125.00 Cr.

« Cash from Investing Activity was a positive [8,138.00 Cr due to the "Redemption and Cancellation of
Shares" ([#,296.00 Cr) related to the international business exit, which was entirely utilized for the
Repayment of borrowings (£B,060.00 Cr) in the Financing Activity section.

* Fixed Assets (Net Block) decreased to [#,147.00 Cr as Depreciation policy management and asset
disposals outpaced new Capex of [160.00 Cr, leading to a negative Free Cash Flow of -[88.00 Cr.

* ROCE is critically low at 4.00%, signaling that the business is not generating returns above its cost of capital,
while the apparent improvement in ROE to 16.06% is purely a function of the one-time exceptional gains and
debt restructuring.

« Cash Equivalents plummeted by 64% to [141.00 Cr, indicating that despite the massive debt reduction, the
company's liquidity position remains precarious as CFO fails to cover even the basic Interest obligations.

» Other Assets are heavily impacted by Incentive Receivables ([189.47 Cr) and Claims Receivables ([191.61
Cn); the lack of YoY movement in these items suggests government disbursement delays and slow resolution
of disputes, posing a risk of future write-offs.



» Other Expenses are influenced by a near doubling of provisions against trade advances to [132.92 Cir,
signaling significant stress in the supply chain or failed procurement from third parties.

» The year was defined by a structural downsizing through the disposal of international operations to
deleverage the Balance Sheet, resulting in a transition from a high-debt growth model to a leaner but
operationally stressed entity where earnings quality is heavily reliant on non-cash gains and accounting
reversals.

3.3 Contingent liabilities & commitments

« Litigation & Tax Disputes: Management relies on internal assessments for creditworthiness on government
projects; however, [256.52 Cr of receivables are aged >3 years, representing a significant risk of future
litigation or write-offs.

» Guarantees: The debt structure is heavily secured by a "paripassu charge on all movable and immovable
properties."

 Capital Commitments: Self-constructed assets capitalized during the year amounted to [112.78 Cr (PPE)
and [22.64 Cr (CWIP).

» Debt Defaults: Persistent default in the subsidiary's debt to Codperatieve Rabobank U.A. of [10.68 Cr,
which has been outstanding since April 2021.



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 (unbilled /
contract assets)

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 adequacy
RPT quantum and trend
Dividend paid vs FCF
adequacy

Auditor KAM:
Recoverability of
Receivables

Biological Asset Fair
Valuation

Goodwill Impairment/
Disposal

Supply Chain Stress
(Advances)

Impact

Profit 1 — earnings
overstate cash

Revenue 11 —
liquidity risk

Profit + — aggressive
recognition

Neutral — minimal
P&L impact

Profit { — margin
pressure

Neutral — consistent
policy

Profit 1 — non-
recurring boost

Profit 1 — lower
expenses

Profit + — earnings
smoothing

Profit t+ — low tax
incidence

Profit 1 — expense
deferral

Neutral — balance
sheet cleanup

Profit 1 — capital lock-
up

Neutral — cash
conservation

Profit 1+ — valuation
risk

Profit 1 — non-cash
paper profit

Neutral — historical
failure

Profit | —
procurement risk

Status

Notes detail

Massive gap driven by non-cash exceptional gains and
working capital lock-up.

Note 7b: [256.52 Cr of receivables are aged over 3
years, suggesting recoverability issues.

Note 2.4(iii): Revenue based on "cost to complete"
estimates; Note 12: [57.56 Cr gain from biological
assets.

Note 13b: Promoters allotted 1.20 Cr shares at premium
as part of debt resolution.

Note 2.11: Subjective NRV policy avoids write-downs if
finished goods are expected to sell above cost.

Note 2.11: Valuation follows standard Ind AS 2 but relies
on management's price expectations.

Note 38a: Gains primarily relate to the debt resolution
plan and disposal of international business.

Note 2.17: Management uses internal technical
assessments to determine useful lives of specific plant
assets.

Note 7b(vi): Reversal occurs despite (256 Cr of
receivables being aged over 3 years.

Tax rate skewed by non-taxable exceptional gains and
utilization of brought forward losses.

Note 3: High proportion of internal labor/overheads
capitalized relative to total PPE additions.

Note 2.8: Goodwill reduced by [652.20 Cr due to
discontinued international operations.

Note 7d: ESOP trust loan recoverability depends on
share price exceeding [B5 exercise threshold.

Note 15a: Resolution Plan restricts cash outflows;

lenders issued equity in lieu of interest.

Auditor noted significant judgment; reliance on
management's internal assessment is high-risk.

Gain based on Level 3 inputs (mortality/market prices);
inflates PAT by 7% without cash inflow.

Reflects failure of past international acquisitions and
massive exit from global markets.

Signals potential supplier defaults or failed procurement
of materials.



4. Management & governance

A. Auditor report & key audit matters

 Audit Opinion Type: Unqualified.
» Key Audit Matters (KAMs):
- Recoverability of advancesireceivables: Auditor noted significant judgment in assessing

creditworthiness, especially for government projects. Management relies on internal assessments and
historical trends.

o Impairment of Non-current Assets: Auditor focused on the sensitivity of recoverable amounts to
discount rates and 3-5 year business plans.
« Emphasis of Matter: The company is operating under a Resolution Plan (RBI Circular June 7, 2019),
involving debt restructuring and equity issuance to lenders.

 Auditor Fees: Total fees paid to statutory auditors amounted to 0.97 Cr. Auditor fees are exceptionally low
(0.017% of Revenue) given the complexity of a global debt restructuring, potentially signaling limited audit
depth.

B. Related party transactions

Amount

Party Relationship Nature cn Concern
Jalgaon Investments Equity Allotment . . . .
Promoter Group ) 32.35Cr Cash infusion required for survival.

Pvt Ltd (Premium)

JISL Employees ESOP  Entity with . Stagnant; recoverability depends on
Loans Outstanding 6.78 Cr .

Trust Interest stock price > 35.

Related Parties Group Entities Security Deposits 16.25 Cr Capital locked in non-core deposits.

* RPT Risk Checks:
> % of Revenue: 0.97% (Within safe limits).

> 9% of CFO: 123.07% - critical flag: Total RPT value exceeds the entire Cash Flow from Operations
(45.00 Cr), indicating potential cash leakage or misallocation during a liquidity crisis.

o Loans/Advances to Promoters: Loan of 6.78 Cr to ESOP trust remains unrecovered.

- Equity Allotment: Promoters were allotted 1.20 Cr shares at a premium of 28.87 per share as part of the
debt restructuring.

C. Shareholding

* Director Shareholding: Ashok B. Jain (0.06%), Anil B. Jain (0.02%), Ajit B. Jain (0.15%), Atul B. Jain
(0.03%). Total Director holding is a negligible 0.26% of Ordinary Equity.

D. Board composition + KMP compensation

* Total Directors: 12 | Independent %: 58.33% | Women Directors: 2.
* KMP Compensation (Same Family):

> Ashok B. Jain (WTD): 2.86 Cr

> Anil B. Jain (VC & MD): 2.86 Cr

o Ajit B. Jain (JMD): 2.86 Cr



o Atul B. Jain (JMD & CFO): 2.86 Cr

« Analysis: Aggregate KMP remuneration for the four Jain brothers is 11.44 Cr. The identical remuneration
suggests a "fixed distribution" model rather than performance-linked compensation, which is skeptical given
the 20% decline in Operating Profit. Total KMP pay represents 2.03% of EBITDA.

F. Capital allocation & capex

Action FY current (Cr) FY prior (Cr) % of CFO Signal
Dividends 0.00 0.00 0.00% —
Capex 160.00 Cr 173.00 Cr 355.56% —
Net Debt Change -2,800.00 Cr -1,112.00 Cr N/M —
Interest Payments 463.00 Cr 454.00 Cr 1,028.89% —
Equity Issuance 26.00 Cr 50.00 Cr 57.78% —
Investments (Financial) 1,098.00 Cr 0.00 2,440.00% —

Capex analytical notes: * CFO Coverage of Capex: CFO/Capex ratio is 0.28. The company cannot self-fund
maintenance capex. * Nature of Capex: Includes 112.78 Cr of self-constructed assets. * Capex Deployment
Efficiency: Revenue fell 19.61% while gross block was reduced significantly due to divestments. * Key
Takeaways: The high proportion of self-constructed assets (70% of PPE additions) suggests
management is capitalizing internal costs to protect EBITDA margins.

H. Risks

Category Description Potential impact Severity

Default on Rabobank debt (10.68 Cr) Cross-default risks and restricted

1 Liquidity/Default  Financial . ) . High
since April 2021. access to credit.
Receivable . 256.52 Cr of receivables are aged >3  Massive potential write-offs; 5.7x .
2 . Operational High
Aging years. current CFO.
57.56 Cr gain from fair valuin Non-cash "paper profit" inflatin
3 Valuation Risk Accounting . . g g ) paperp g Medium
biological assets. Net Profit by 7%.
. . Massive drop in Goodwill from 766.90  Reflects failure of past international .
4  Asset Quality Strategic L High
Crto 114.69 Cr. acquisitions.
Supply Chain Provision against trade advances Signals supplier defaults or failed
5 PPY Operational g g PP Medium

Stress doubled to 132.92 Cr. procurement.



5. Scorecard & verdict

Part a: scorecard

Dimension Key evidence One-line rationale
. . Revenue -19.6%, India- Moderate diversification with high reliance on
Business quality 3 - o - : .
centric pivot government subsidies and cyclical agri-demand.
. . D/E 0.77x, Interest Solvency improved via restructuring, but liquidity
Financial health 2 1 L . .
Coverage 0.70x is critical as CFO fails to cover interest.
. . CFO [45 Cr vs PAT [B32 Aggressive accounting via provision reversals and
Earnings quality 1 ! o .
Cr, ECL Reversal (86 Cr capitalization of internal costs masks weak core.
Management & 5 RPT > CFO, Fixed family Governance concerns persist due to high RPTs
governance - pay, Rabobank default relative to cash flow and ongoing debt defaults.
Capital allocation & 9 . ROCE 4%, Negative FCF, Value-destructive returns with capex funded by
earnings visibility Self-funded Capex asset sales rather than operations.

Business positives (for this company this year) * Debt Reduction: Total Borrowings reduced by [2,800 Cr
(from (6,767 Cr to [B,967 Cr) following the Resolution Plan. * Solvency Improvement: Debt/Equity ratio
improved significantly from 1.85x to 0.77x. * Strategic Focus: Divestment of 31 non-core international
subsidiaries to focus on the high-potential Indian market. * Promoter Support: Cash infusion of [82.35 Cr via
equity allotment at a premium.

Business negatives | concerns (for this company this year) * Cash Flow Collapse: CFO fell from (476 Cr
to [45 Cr, failing to cover interest payments of [463 Cr. * Earnings Quality: PAT of [832 Cr is almost entirely
driven by [037.4 Cr in exceptional items and non-cash gains. * Receivable Stress: [256.52 Cr of receivables
are aged >3 years, while [86.21 Cr of provisions were aggressively reversed. * Ongoing Default: Persistent
default of [10.68 Cr to Rabobank since April 2021 despite the global restructuring. * Capitalization Risk:
[112.78 Cr of self-constructed assets capitalized, potentially inflating EBITDA.

Overall scorecard summary Jain Irrigation is in a state of fragile rehabilitation; while the balance sheet has
been structurally deleveraged through massive asset divestments, the core operations remain under severe
liquidity stress. Earnings quality is poor, characterized by a massive divergence between reported PAT and
actual cash generation, further clouded by aggressive accounting treatments like ECL reversals and internal cost
capitalization. Governance remains a concern as related party transactions exceed annual operating cash flow
and minor debt defaults persist. The business is on a stable but high-risk trajectory where survival is secured,
but operational efficiency and true profitability are yet to be demonstrated.



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: 9/10 — Governance Rating: 3" (Rating capped at 3 due to RPT > CFO and Rabobank default)
Part c: investor verdict

Thesis: A rehabilitated domestic agri-infrastructure play whose survival is guaranteed by lenders but whose
equity value is hampered by poor cash conversion and aggressive accounting. Overall stance: Watch
Rationale: The massive gap between PAT and CFO, combined with receivable aging, suggests that the
"turnaround" is currently more financial engineering than operational excellence. Re-evaluate when: CFO/
EBITDA exceeds 0.50x for two consecutive quarters. BULL CASE: Successful collection of (256 Cr aged
receivables and 15%-+ organic domestic growth leading to FCF positivity. BEAR CASE: Further write-offs of
trade advances ([1.32 Cr) or incentive receivables ([189 Cr) leading to a fresh liquidity crunch. Key
monitorable: Debtor Days: 140 — Watch for reduction below 110.
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