Jain Irrigation Systems Ltd — Feb 2024 Quarterly Analysis

1. VERDICT & BUSINESS QUALITY SNAPSHOT

Result: Weak Miss on Revenue | Inline on Margins One-line: The transition to "Jain Irrigation 2.0" hit a macro
speed bump this quarter as untimely rains and farmer liquidity issues stalled the retail pivot, putting the
ambitious (800 Cr FY24 EBITDA target at high risk of a Q4 "catch-up" failure.
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Revenue ([1,357.8 Cr) fell 9.7% YoY; 9M EBITDA ([591.6 Cr) leaves a
massive [B08.4 Cr gap for Q4.

EBITDA margins expanded YoY (13.1% vs 12.3%) despite revenue
contraction, proving structural cost control.

Reaffirming (900 Cr EBITDA target requires a record Q4 (~[B08 Cr),
while management admits election "code of conduct" risks.

Management is transparent about the "Project Business" exit (87%
drop in Agri projects) but blames "Climate Change" for retail misses.

The pivot to Retail (receivables of ~65 days) is structurally sound, but
the "Legacy Project" drag ([900 Cr receivables) remains heavy.

Management admits legacy receivables are "stuck" for 12-18 months
until projects complete; no interest paid by Govt.

Analysts questioned how a slow Q3 leads to a massive Q4; Mgmt cited
a "delayed season" but couldn't quantify election risks.

Utilizing internal cash to pay down "stress payables" ((BOO Cr paid
YTD) rather than aggressive new Capex.

Consolidated EBITDA margins up 80 bps YoY due to better product mix
and lower project overheads.

Retail business managed to stay flat despite cotton price crashes and
farmer cash crunches.

Net working capital days rose due to revenue denominator effect,
though absolute gross WC was flat.

Brand "Jain" remains the preference for farmers; market share gains in
Plastic pipes (+61% 9M growth).

Total debt reduced by [B02.7 Cr YTD (Standalone); Net worth stands at
[5,748.1 Cr.

Consolidated DSO rose to 194 days (vs 154 in Sept); primarily a
revenue-drop artifact + legacy drag.

Delivered on "Project Exit" strategy but missed the "Retail Growth"
momentum in Q3.

Potential DBT (Direct Benefit Transfer) delays and rural campaigning
could stall farmer investment in Q4/Q1.

Focused on "metamorphosis" but acknowledges rural cash flow
challenges and climate volatility.



Key Takeaways: * Positives: The strategic exit from EPC projects is aggressive and successful (Hi-Tech
projects down 87% YoY), which fundamentally improves long-term business quality by removing high-risk credit.
The Plastic segment shows resilience with 38.7% 9M revenue growth, driven by a 66% surge in retail.
Deleveraging is on track with Standalone debt down to [2,529.5 Cr. * Negatives: Q3 was a "lost quarter" for
growth; the retail irrigation business (tissue culture/MIS) slowed down significantly due to untimely rains in MH
and KN. Farmer liquidity is a genuine headwind as cotton prices remain soft, delaying reinvestment into drip
systems. * The Street's Concern: The looming 2024 General Elections. Analysts are worried that the "Code of
Conduct" will freeze government administrative machinery, delaying farmer subsidies and DBT, which are the
lifeblood of retail MIS sales. * Forward Watchpoint: Monitoring the Q4 EBITDA delivery—it needs to be >[B00
Cr to validate management's [B00 Cr guidance. Anything less indicates the turnaround is losing momentum.

2. BUSINESS PERFORMANCE

2A. KEY METRICS (Consolidated) DATA SOURCE: PPT Slide 3 & 5. Converted from Million to Crore (+
10).

Current Qtr
Mgmt Commentary

(Q3FY24)

YoY drop due to strategic 87% reduction in

Revenue [1,357.8 Cr 19.7% 1 20.2% ! ) )
project business.
Gross Margin . PPT does not provide COGS; EBITDA margin is
Not in Doc N/A N/A N/A )
(%) the lead metric.
Managed margin expansion despite revenue
EBITDA (177.4 Cr 1 4.3% 1 21.9% !
drop.
EBITDA Margin 9M margin at 13.4% (up 130 bps YoY) on better
13.1% 1 80 bps 1 30 bps i .
% mix.
*Slide 3 shows PAT growth but absolute value is
PAT (1.3 Cr* 1 16%* 1 95% ad )
marginal.
Mgmt notes ROIC is suppressed by [1,600 Cr
ROCE (%) Not in Doc N/A N/A N/A g PP y
land value.
Cash Flow . . o .
(OCF) (190.0 Cr First Entry N/A g 9M Consol OCF post working capital is positive.
YoY drop due to Rivulis merger; QoQ rise to pa;
Net Debt [B,841.4 Cr 142.2% 1 4.8% 1 > ger: QoQ -
off payables.
Interest Based on reported interest (including non-cash
~1.6x 1 0.2x 1 0.4x ! -
Coverage NCD unwinding).
Working Elongation driven by revenue decline; Gross WC
. 194 Days 1 40 Days t 40 Days b
Capital absolute flat.

2B. SEGMENT BREAKDOWN (Consolidated) | Segment | Revenue (CICr) | YoY Growth | EBITDA Margin |
Trend | vs Co. Avg | Key Development | | :--- | == | i-=- | :==- | === | :=-- | :--- | | Hi-Tech Agri | (451.0 Cr | | 24.6% |
19.7% | | | Above | Project business slashed by 87%; Retail down 4% on rains. | | Plastic | (489.7 Cr | 1 2.7% |
10.1% | t | Below | 9M Revenue +38.7%; India retail business +66% in 9M. | | Agro Processing | [415.7 Cr | |
2.2%]10.5% | 1 | Below | EBITDA +20.8% YoY; B2B focus (Coke/Nestle) remains stable. |



3. MANAGEMENT OUTLOOK & EXECUTION TRACKER

Management Target / Required Run-Rate / Mathematical Historical

Dimension Categor
gory Claim Feasibility Delivery

. Needs [B08.4 Cr in Q4; YTD average is . .
Guidance EBITDA (900 Cr for FY24. ) . First Entry High
(197 Cr. High Risk.

) Double-digit growth Needs strong Q4 to recover from Q3's ) . )
Guidance Revenue . Missed in Q3 Medium
across segments. -9.7% YoY consol dip.
. Bring Net Debt/EBITDA  Currently ~4.2x (on YTD annualized); . .
Strategy Deleveraging . Improving Medium
to < 3.0x. needs EBITDA jump and asset sales.
) ) Pivot away from Govt Successfully cut Hi-Tech projects by .
Strategy Project Exit . . . Delivered Low
EPC to Retail. 87% and Plastic by 46% in Q3.
. Demand revival in next Dependent on climate and farmer cash .
Macro Seasonality . Delayed High
few quarters. flow (Cotton prices).
Debt Pay off [B50 Cr NCDs Dependent on real estate monetization .
Balance On track Medium

Paydown via asset sales. timing (12-18 months).



4. ANALYST Q&A



Q# Relevance

1 4.0
2 4.5
3 3.5

Analyst /

Firm

Ankit
Bansal

Ankit
Bansal

Ankit
Bansal

Theme
Cluster

Trust/
Governance

Market
Share

Food
Business

Category

Governance

Business
Overview

Business
Overview

Underlying
Concern

How will
investors
regain faith
given the
high
promoter
pledging?

Why isn't
the
company
capturing
more
market
share in
micro-
irrigation
despite
being #1?

Why is the
brand Jain
Farm Fresh
not visible
in North
India?

Management
Response &

Evaded /

[\ o] Credibility Verdict

Investment
Implication

Addressed

Management
stated that
pledging is a
legacy
requirement
under the
Master
Restructuring
Agreement, not
new debt, and
will reduce as None 3.0
bank terms are
met. This
remains a
significant
valuation
overhang until
the pledge is
actually
revoked.

Management
explained they
are gaining
share in the
high-quality
retail market
but deliberately
walking away
from risky
government
projects. This
confirms a

None 4.0

"Value over
Volume"
strategy that
may hurt
headline
growth but
protects cash.

Management
clarified that
the 2,000 Cr
food business
is primarily
B2B, supplying
major brands
like Coca-Cola
(Maaza) and
Nestle
(Ketchup). This
reveals the
business is a

None 4.0

Consistent
but
defensive

Quantified
strategy

Clarified
segment
nature



Analyst /

Q# Relevance .
Firm

Govind
4 45 .

Ranjith

Raunak
5 5.0

H.

Deepak
6 4.0

Poddar

Theme
Cluster

Underlying

Category Concern

What are
the
expansion
plans for
the solar

Business
Overview

Solar

Strategy business

given
government
focus?

When can
we see the
1,000 Cr
EBITDA run
rate?

EBITDA
Targets

Financials

What is the
actual cash

interest
Interest

Costs

Financials versus
reported
finance

costs?

Management
Response &
Investment
Implication

Evaded /
[\ o] Credibility
Addressed

stable
ingredient
supplier rather
than a
consumer
FMCG play.

Management
has frozen the
solar pump
business due to
long
government
payment cycles
and is only
exploring "cash
and carry"
models for next
year. This is a
prudent but
growth-limiting
move to avoid
repeating past
working capital
mistakes.

None 3i5)

Management
reiterated the
800 Cr target
for FY24 and
expects FY25
to hit four
figures as retail
mix improves.
Reaching this
milestone is the
primary re-
rating trigger
for the stock.

None 3.0

Management
noted that ~[50
Cr of the 9M
finance cost is
non-cash NCD
fair value
unwinding, and
actual cash
interest is
lower. This
improves the
real cash-
interest
coverage ratio

None 4.5

Verdict

Cautious
stance

Reiteration
only

Quantified
non-cash



Q# Relevance

Analyst /

irm

Theme
Cluster

Category

Underlying
Concern

Management

Credibility Verdict

7 4.5
8 4.0
9 4.5

Sanjay
Kohli

Ankit
Babel

Rambabu

Asset
Efficiency

Debt Free

Receivables

Financials

Financials

Financials

Is there
scope to
sell non-
core land to
improve
ROIC?

Can the
company
become
debt-free in
2-3 years?

Why are
legacy
receivables
still not
collected
after 6
years?

Evaded /

Response &
Investment Not

L Addressed
Implication
for debt
servicing.
Management

identified ~[200
Cr of land for
sale but noted
that (1,600 Cr
of
"demonstration”
land is vital for
the 20-30 year
long-term
business None
model. Low
ROIC will likely
remain a
structural
feature due to
these non-
earning
strategic
assets.

Management
targets Net
Debt/EBITDA <
2.0x via
operating cash
and monetizing
the Rivulis/
Food stakes,
but full debt-
free status is a
3-4 year
horizon. This
confirms a
deleveraging
priority over
aggressive new
capacity
expansion.

Specific
exit dates
for stakes

Management
admitted that
COVID delayed
project
completions but
highlighted a
[(400-500 Cr
reduction since
2020, with
another (900
Cr remaining.

None

35 Strategic
' trade-off
Long-term
3.0
target
Admission
25
of delay



Management
. Evaded /
Underlying Response &
Category \[o)
Concern Investment
Addressed

Implication

Theme
Firm Cluster

Analyst /

Q# Relevance Credibility

Collection of
these "stuck"
funds is the
largest
potential
source of debt
reduction.

PATTERN FLAGS & SENTIMENT Analysts are primarily concerned with the "Catch-22" of growth: management
wants double-digit growth but is walking away from the projects that provide it, leaving the company heavily
reliant on the volatile retail farmer. The friction between "low ROIC" and "strategic land assets" surfaced again,
indicating that the Street is losing patience with the non-operating assets on the balance sheet.

Analyst Sentiment Verdict: The tone was Cautiously Skeptical. While analysts appreciate the debt reduction
and the "Project Business" exit, they are frustrated by the lack of top-line momentum in Q3 and the high
promoter pledge. Management’s credibility has stabilized post-restructuring, but a miss on the FY24 900 Cr
EBITDA target would be a major setback to the "Jain 2.0" narrative.

GUIDANCE GAPS REVEALED IN Q&A | Topic | Prior Claim | Q&A Reality | Gap / Walk-back | Risk to Thesis |

| :==- | === ] === | :=-- | :-—- | | FY24 EBITDA | [®00 Cr Target | Needs a record-breaking Q4 (~[B08 Cr) | Q3
weakness makes this target very aggressive | High - Potential guidance miss | | Election Impact | Minimal impact
expected | "Could have an impact... cannot quantify" | Management is now hedging for a potential Q4 slowdown
| Medium - Macro risk | | Receivables | Structural improvement | (800 Cr remains "legacy” | The "tail" of the
project business is longer than expected | Low - Cash flow timing |

5. WHAT CHANGED vs PRIOR QUARTER

Comparison vs. Q2 FY24 (Prior Context).

What Changed

Prior Quarter

Verdict

Revenue Growth
EBITDA Delivery

Net Working
Capital

Project Reduction

Plastic Segment

Debt Repayment

Management Tone

+20.1% YoY (Q2)

[227.1 Cr (Q2)

194 Days (Consolidated)

50% YoY drop (Agri)

Leading growth (+73%)

[250 Cr (9M Standalone)

High Confidence (Retail
Pivot)

This Quarter Direction
-9.7% YoY (Q3) !
[177.4 Cr (Q3) 1
194 Days (Cons) / 211 (Hi-Tech) !

1 (Strate
87% YoY drop (Agri) ( 9

Execution)
Stabilizing (+2.7%) !
Repayments continuing; WC payables ,
reduced
Cautious (Climate/Cotton/Elections) ad

Investor Notes on Earnings Quality: * CFO Divergence: Management highlighted that absolute gross working
capital (inventory + receivables) was flat QoQ at [4,000 Cr, but net cash flow from ops (190 Cr 9M Consol) was
used to pay down [B0O Cr of "stress payables." This represents a cleaning of the balance sheet at the expense
of temporary cash-on-hand. * Operating Leverage: Despite a ~[B40 Cr revenue drop QoQ, EBITDA margins



only dipped 30 bps, indicating that the new retail-focused model has a much leaner cost structure than the old
project model. * Non-Cash Drag: Interest costs are inflated by [50 Cr (9M) of non-cash accounting entries (fair
value of NCDs), meaning the underlying cash interest coverage is better than it appears on the P&L.

STOP HERE.
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