Jain Irrigation Systems Ltd — Aug 2023 Quarterly Analysis

1. VERDICT & BUSINESS QUALITY SNAPSHOT

Result: Strong Beat One-line: The turnaround thesis is no longer a hope but a mathematical reality as the
"Retail-First" pivot drives 20% growth and massive working capital liberation.

Dimension This Quarter Signal | Evidence Sentiment
Beat/Miss vs 20% revenue growth on a restated basis; EBITDA growth of 26%

. Strong Beat ) O
Guidance outpaced top-line growth.

. . . Cash PAT of [90.3 Cr (up 40% YoY); CFO of [152 Cr comfortably
Earnings Quality High O
exceeds PAT.

Reiteration of 30% annual revenue growth and [600 Cr debt reduction

Guidance Confidence Strong |
target.
Management Delivering on the pivot away from slow-paying Govt projects to "Cash
.g” Improving g . p y paying proj 0
Credibility & Carry" retail.
Business Quality . Pivot to Retail (70-75% of MIS) significantly reduces credit risk and
. Improving . . O
Signal asset intensity.
Q#7 (ROIC/ Management clarified that (2,000 Cr of demo land suppresses
Key Q&A Exchange . O
Land) standalone ROIC; core ops are higher.
The Street's Primary Debt & Management committed to reducing promoter pledging over 12 0
Anxiety Pledging months via asset monetization.

. . Utilizing 50-60% capacity; growth is being funded by WC liberation,
Capital Cycle Stage Harvesting T G O

Cons. EBITDA Margin at 13.4% (+70 bps YoY) driven by Plastic

Margin Trajectory Improving division efficiencies

- Revenue growth of 20% achieved despite "subdued resin prices,"
Pricing Power Stable . . O
implying strong volume.

FCF Conversion & Stron CFO-to-PAT ratio > 5.0x; driven by a (110 Cr reduction in trade 0

Quality g receivables.

Competitive Moat Stable Brand "Jain" remains dominant in West/South; gaining market share 0

Signals in pipes (Retail +46%).

Balance Sheet . Net Debt reduced from (6,619 Cr to [B,887.7 Cr YoY (post-Rivulis
Improving O

Strength merger).

Working Capital Imorovin Standalone NWC days down to 228 (from 294 YoY). Retail 0

Vi
Efficiency . ¢ receivables now just 40 days.

. . Meeting post-restructuring milestones; the "Restructured JISL" is
Mgmt Guidance Track Improving behaving predictabl O
vi i y.

Q2 (Monsoon) is historically the weakest; execution risk shifts to H2

Key Vulnerability Seasonality O
(Q3/Q4).
i Focused on "resolute" deleveraging and "gaining back lost market
Management Tone Confident share.” o

Key Takeaways: * Positives: The Rivulis merger has effectively halved the debt pile, shifting the focus from
"survival" to "growth." The move to a 75% retail mix in Micro Irrigation Systems (MIS) has fundamentally



changed the cash flow profile—retail receivables are now just 40 days versus the 6-month legacy "project” cycle.
Plastic pipe volume growth (+96% in PVC) indicates aggressive market share gains as liquidity eases. *
Negatives: Promoter pledging remains a significant governance overhang (Management admits it will take
another year to resolve). While the project business is being curtailed, legacy receivables of [600-700 Cr remain
stuck, requiring an 18-month resolution window. * The Street's Concern: Analysts are hyper-focused on how
JISL will fund 30% growth while simultaneously reducing debt by [600 Cr without equity dilution. Management
Response: This will be funded via a "virtuous cycle" of legacy receivable collections and asset monetization, not
operational cash alone. * Forward Watchpoint: Monitor the "Plumbing" segment entry; this is a higher-margin
but more competitive space compared to Agri-pipes.

2. BUSINESS PERFORMANCE

2A. KEY METRICS (Consolidated) DATA SOURCE: All figures converted from Million to Crore (= 10).

Current YoY

Metric Qtr Trend Mgmt Commentary
(1,701.0 Growth driven by India Retail MIS (+20%) and Plastic
Revenue 1 20.1% 11.8% 1 .
Cr Pipes (+73%).
Gross Margin Compressed YoY due to lower resin price realizations and
39.8% 1 320 bps 1 110 bps ! . .
(%) higher raw material costs.
Outpaced revenue growth due to better fixed-cost
EBITDA [(227.1 Cr 1 25.9% 11.3% 1 )
absorption.
EBITDA Efficiency gains in the Plastic segment (+710 bps YoY)
. 13.4% 1 70 bps = 1 .
Margin % offset Agri pressure.
*Q4FY23 had massive one-off merger gains. Core
PAT [B0.2 Cr 1 3.1x 1 95%* 1 L
profitability is rising.
. Reflects actual operational cash generation before non-
Cash PAT [90.3 Cr 1 40.0% Not in doc ) .
cash items.
(8,887.7 Dramatic drop YoY post-Rivulis; targeted [600 Cr
Net Debt 141.3% 1 1.0% 1 .
Cr reduction for FY24.
Interest . Calculated on [90 Cr cash interest; provides better
2.52x 1 0.6x Not in doc )
Coverage headroom.
NWC Days Significant structural improvement; excluding
194 Days 1 40 Days | 2 Days 1 . . .
(Cons) discontinued operations.
1,929.0 . Focus shifting to daily dealer orders (not in book) vs.
Order Book Not in doc 1 1.5% - )
Cr large projects.

2B. SEGMENT BREAKDOWN

Revenue (0 ()4

Segment cn Margin Trend Key Development
r

Hi-Tech ) )
Agri [636.7 Cr 1 3.0% 17.7% - Above Project rev down 50%; Retail MIS grew 20%.

. PVC volume +96%; PE volume +400% (JJM
Plastic [22.2 Cr 1 72.9% 11.2% 1 Below

demand).

Agro / Mango processing hampered by poor crop last

[438.6 Cr 1 1.4% 12.8% ! Above
Food year.



3. MANAGEMENT OUTLOOK & EXECUTION TRACKER

Dimension

Category

Management Target /
Claim

Required Run-Rate /| Mathematical
Feasibility

Historical

Delivery

Guidance

Guidance

Guidance

Strategy

Strategy

Macro

Revenue

Debt

Margins

WC Cycle
Mix
Change

Rivulis
Stake

30% YoY growth for
FY24.

[600 Cr reduction in
FY24.

13.5% - 14%
Consolidated.

Target 40-day retail
receivables.

Exit Large EPC/
Projects.

Value unlock of 18.7%
stake.

Needs [1,800 Cr avg/qtr; historically H2 is
60% of sales. Achievable.

Needs [150 Cr reduction/qtr; Q1 achieved
~[100 Cr. Slightly behind.

Current 13.4% is within range; needs H2
leverage to hit 14%.

Currently at 40 days for retail; legacy drag
is the only hurdle.

Project rev down to [¥2 Cr (vs (150 Cr
YoY). Executing.

Strategic holding; exit unlikely in < 3
years.

First entry

First entry

First entry

Delivered

Delivered

N/A

Medium

High

Low

Low

Low

Low



4. ANALYST Q&A



Q# Relevance

1 4.5
2 4.0
3 4.0

Analyst/  Theme

Categor
Firm Cluster S

Nishit

wcC/ . .
Master Financials
. Growth
(Axis)
Gaurish . Mgmt
Guidance
(JHP) Outlook
Sanjay
Kohli - Capex/
Rivulis
(Gold Alloc.
Stone)

Underlying
Concern

Jal Jeevan
Mission
(JIM) cycle
and pipe
volumes.

Segment-
wise
growth and
margin
targets.

Valuation of
Rivulis
stake and
export
synergies.

Management
Response &
Investment
Implication

Evaded /

Addressed

JIM
receivables
are ~60 days,
while retail is
cash-and-
carry with
46% value
growth. High
volume
growth None 5.0
(+96% PVC)
confirms JISL
is taking
market share
from
unorganized
players as
liquidity
returns.
Plastic
division will
lead growth,
targeting
12%
margins,
while Hi-Tech
targets
17-18%. This  None 4.0
clarifies that
the "low-
margin"
plastic
perception is
shifting via
fixed-cost
absorption.

JISL holds
18% stake
(cost
~$137.5M)
and expects
export
volumes to
Rivulis to
pick up in H2
post-merger
integration.
This 18%
stake is a
"hidden
asset" on the
balance

Export
volume 35
specifics

Not Credibility Verdict

Specific &
Quantified

Clear
Guidance

Vague on
synergies



Q# Relevance

4 4.5
5 5.0
6 4.5

Theme
Cluster

Analyst /

Categor
Firm gory

Deepak
Poddar Margins Financials
(Sapphire)
Deven
Choksey Capital
Strategy

(Het Needs
Choksey)
Pritesh

Asset . .
Chheda Efficienc Financials
(Lucky) y

Underlying
Concern

Long-term
margin
aspiration
and
interest
costs.

Is a
fundraise
needed for
30%
growth?

Why is
ROIC low
and what is
asset
utilization?

Management
Response &
Investment
Implication

Evaded /
Not Credibility
Addressed

sheet that
isn't yet
reflected in
the market
cap.

Management
sees a 200
bps margin
expansion
potential to
~15.5% over
3 years as
utilization
increases. None 4.5
Interest

savings of

[20 Crlyear

are locked in

via

scheduled

term-loan

repayments.

No significant
equity raise
planned;
growth will be
funded by
operational
cash and
legacy
receivable
recovery.
Thisis a
critical signal
that equity
dilution is off
the table for
now.

None 4.0

ROIC is
suppressed
by 2,000 Cr
of demo land;
current
capacity
utilization is
only 50-60%.
Utilization
provides a
2-3 year
growth
runway

Specific
ROIC 3.5
number

Verdict

Quantified
savings

Consistent
Strategy

Qualitative
explanation



Management

. ISVELELE)
Analyst/ Theme Underlying Response &

Q# Relevance Category Not Credibility Verdict

Firm Cluster Concern Investment
Implication

Addressed

without
needing
significant
new Capex.

Debt
reduction
includes
NCD
prepayments
from asset

Disconnect  sales;

Ram in debt pledging Pledging Defensive
Debt/ reduction reduction will o
7 4.5 Narayan Governance timeline 2.5 on

Pledge and high take 12 . .
(Svarcon) specifics pledging
promoter months.

pledging. Pledging
remains the
single
biggest risk
to minority
shareholders'
sentiment.

PATTERN FLAGS & SENTIMENT Analysts were pleasantly surprised by the 20% growth and the speed of the
"Retail Pivot," but remained deeply skeptical about the promoter pledging and legacy receivables.
Management's tone was at its most confident in four years, moving from "restructuring talk" to "market share
talk." The core friction point is the ROIC—analysts are frustrated by the low returns, which management defends
by pointing to non-operational assets (land).

Analyst Sentiment Verdict: The sentiment is Cautiously Bullish. Analysts are convinced the operational
turnaround is real (Retail growth is the evidence), but they are holding back a full re-rating until the promoter
pledging drops and legacy project receivables are fully flushed out of the system.

GUIDANCE GAPS REVEALED IN Q&A | Topic | Prior Claim | Q&A Reality | Gap / Walk-back | Risk to Thesis |
| :--- | :=-- | === | :--- | :--- | | Pledging | Imminent reduction | Will take 12 months | Timeline extension | Sentiment
overhang | | Hi-Tech Rev | Growth leader | -3% in Q1 | Project exit is faster than retail entry | Temporary Rev
drag |

5. WHAT CHANGED vs PRIOR QUARTER

Comparison vs. Q1FY23 restated continuing operations.



What Changed Prior Quarter (Restated) This Quarter

Direction

Consolidated Revenue [1,416.2 Cr [1,701.0 Cr
Plastic Division Margin 4.1% 11.2%

Net Debt [6,619.1 Cr [8,887.7 Cr
Retail MIS Mix ~60% ~75%
CFO-to-PAT Ratio Negative/Neutral > 5.0x
Project Revenue [150.0 Cr 2.2 Cr
PVC Pipe Volume Baseline +96% YoY

1
'
| (Positive for thesis)

1

Investor Notes on Earnings Quality: * CFO Divergence: CFO (152 Cr) is significantly higher than PAT (CB0.2
Cr) due to a [110 Cr release from Trade Receivables—this validates the management's claim of shifting to a
faster-turning retail model. * Non-Cash Impact: Interest costs include a (15 Cr book entry for NCDs (Fair Value
gain); cash interest is lower, improving the "real" coverage ratio. * Under-utilization: At 50-60% utilization, the

business has massive operating leverage potential in H2 FY24.

STOP HERE.
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