
Jain Irrigation Systems Ltd — Nov 2023 Quarterly Analysis

1. VERDICT & BUSINESS QUALITY SNAPSHOT

Result: Strong Beat One-line: The structural transformation from a "Project-Heavy" government contractor to a

"Retail-First" agri-tech player is accelerating, with 26% consolidated revenue growth and significant margin

expansion in the plastic segment.

Dimension This Quarter Signal / Evidence Sentiment

Beat/Miss vs Guidance Strong Beat Revenue growth of 25.9% (Consol) vs long-term target of 20-25%. 🟢

Earnings Quality High
Cash PAT of ₹74.7 Cr vs a GAAP Loss; driven by operational

efficiency, not one-offs.
🟢

Guidance Confidence Strong
Reiteration of ₹900–1,000 Cr EBITDA target for FY24; 40-60

seasonality implies H2 will be robust.
🟢

Management

Credibility
Improving

Delivering on the difficult pivot; retail MIS grew 47% while projects

were intentionally cut.
🟢

Business Quality

Signal
Improving

Transition to cash-and-carry retail reduces credit risk and improves

the working capital profile.
🟢

Key Q&A Exchange Q#2 (WC Tools)
Mgmt clarifies that debt reduction will be fueled by "legacy

receivable" recovery (₹900 Cr).
🟢

The Street's Primary

Anxiety

Promoter

Pledging

Management admitted pledge reduction is tied to personal asset

sales, not company cash.
🟡

Capital Cycle Stage Harvesting
50-70% utilization across lines; growth is being absorbed by existing

capacity.
🟢

Margin Trajectory Improving
Cons. EBITDA Margin at 13.7% (+170 bps YoY) despite raw material

volatility.
🟢

Pricing Power Stable
Ability to pass on polymer price fluctuations to the dealer network

every two weeks.
🟢

FCF Conversion &

Quality
Strong

Operating cash flow (pre-WC) of ₹289 Cr (Consol H1) validates

earnings quality.
🟢

Competitive Moat

Signals
Widening

"Jain" brand allows for advance-payment model in Tissue Culture

(booked till May).
🟢

Balance Sheet

Strength
Improving

Net Debt reduced from ₹6,760 Cr (YoY) to ₹3,864 Cr (post-merger &

internal accruals).
🟢

Working Capital

Efficiency
Improving

Standalone NWC days down to 213 (from 300 YoY); Retail AR is now

~30-45 days.
🟢

Mgmt Guidance Track Improving
Meeting deleveraging milestones; the "Restructured JISL" is

behaving predictably.
🟢

Key Vulnerability Seasonality
Q2 is the weakest quarter (monsoon); high execution pressure shifts

to Q4.
🟡

Management Tone Confident
Focused on "doing far more of what we are doing today" rather than

new diversifications.
🟢

Key Takeaways: * Positives: The pivot to "Retail & Institutional" is no longer just a strategy—it's the growth

engine. Plastic segment margins jumped from 4.4% to 11.7% YoY due to higher capacity utilization and better



fixed-cost absorption. The Tissue Culture business is becoming a high-margin "pull factor" for the MIS business,

with capacity fully booked through May 2024. * Negatives: Legacy project receivables (₹900 Cr) remain a heavy

anchor, with a full cleanup not expected until March 2025. Promoter pledging remains a governance overhang,

with no concrete reduction this quarter. * The Street’s Concern: Analysts remain hyper-focused on the speed of

deleveraging. Management's response is that the 3.5x Net Debt/EBITDA will drop to <2.0x by March 2025

through the "natural" completion of projects and WC liberation. * Forward Watchpoint: Monitor the "Plumbing"

(CPVC/UPVC) segment entry; this is a higher-margin retail battleground where JISL currently has a "marginal

presence."

2. BUSINESS PERFORMANCE

2A. KEY METRICS (Consolidated) DATA SOURCE: Figures converted from ₹ Million to ₹ Crore (÷ 10).

Metric
Current

Qtr

YoY

Change

QoQ

Change
Trend Mgmt Commentary

Revenue
₹1,361.9

Cr
↑ 25.9% ↓ 19.9% ↑

Growth driven by 47% retail MIS growth and 67.5%

Plastic growth (Standalone).

Gross Margin

(%)
38.4% ↓ 280 bps ↓ 140 bps ↓

Compressed YoY due to polymer price volatility and

lower food segment realizations.

EBITDA ₹187.1 Cr ↑ 56.3% ↓ 17.6% ↑
Outpaced revenue growth; reflection of operating

leverage in the plastic division.

EBITDA Margin

%
13.7% ↑ 170 bps ↑ 30 bps ↑

Expansion led by Plastics (+730 bps YoY) and Agro

(+240 bps YoY).

PAT

(Continuing)
-₹19.5 Cr ↑ 142.6%* ↓ 109.2% ↑

*Loss narrowed. Q1 had exceptional gains; core

profitability is improving.

Cash PAT ₹74.7 Cr ↑ 74.7% ↓ 15.8% ↑
Reflects core operational cash generation before IndAS

non-cash entries.

Net Debt*
₹3,864.3

Cr
↓ 42.8% ↓ 0.6% ↑

YoY drop due to Rivulis merger. *Excludes FV gain on

0.01% NCD.

Interest

Coverage
1.87x ↑ 0.6x ↓ 0.4x ↑

Real cash interest coverage is higher as ₹17Cr/qtr is

non-cash accounting reversal.

NWC Days

(Cons)
171 Days ↓ 23 Days* ↓ 2 Days ↑

*Estimated from PPT H1 data; significant structural

improvement in retail AR.

Order Book

(Cons)

₹1,990.3

Cr
Not in doc ↑ 3.2% →

Excludes daily dealer orders; book is 59% Agro/Food,

23% Hi-Tech.

2B. SEGMENT BREAKDOWN (Consolidated)

Segment
Revenue (₹

Cr)

YoY

Growth

EBITDA

Margin
Trend

vs Co.

Avg
Key Development

Hi-Tech

Agri
₹491.6 Cr ↑ 19.4% 16.5% → Above

Retail MIS grew 47%; Project business

remains a drag on growth.

Plastic ₹449.4 Cr ↑ 48.2% 11.7% ↑ Below
Significant growth in PE Pipe and PVC retail;

margin jump from 4.4% YoY.

Agro /

Food
₹417.7 Cr ↑ 15.2% 12.8% ↑ Above

Fruit processing (India) grew 50.9% mainly in

domestic/export markets.



3. MANAGEMENT OUTLOOK & EXECUTION TRACKER

Dimension Category
Management Target /

Claim

Required Run-Rate / Mathematical

Feasibility

Historical

Delivery

Risk

Flag

Guidance Revenue
25% Consolidated Growth

for FY24.

Needs ₹3,100 Cr in H2; H2 historically

provides 60% of sales. Very feasible.
Delivered Low

Guidance EBITDA ₹900 - ₹1,000 Cr for FY24.

Needs ~₹550 Cr in H2; achieved ₹414 Cr

in H1. Historically H2 is 65% of EBITDA.

High confidence.

Delivered Low

Guidance Debt

Net Debt (excl. NCD) to

reach 2.5x EBITDA in 12

months.

Requires ~₹600 Cr reduction; tied to

₹900 Cr project receivable recovery.
Improving Medium

Strategy WC Cycle
Exit legacy project

receivables by March 2025.

Requires ₹100-150 Cr recovery per

quarter. Lumpy by nature.
Improving High

Strategy
Mix

Change

Retail to be 80% of

business in 3 years.

Currently at 70-75% in MIS; trajectory is

on track as projects exit.
Delivered Low

Strategy
New

Growth

Tissue Culture to hit ₹1,000

Cr in 5-7 years.

Current run-rate ₹225 Cr. Requires high

CAGR and capacity expansion.
First entry Medium



4. ANALYST Q&A



Q# Relevance
Analyst /

Firm

Theme

Cluster
Category

Underlying

Concern

Management

Response &

Investment

Implication

Evaded /

Not

Addressed

Credibility Verdict

1 4.0
Kalidas

(Individual)
Marketing

Business

Overview

Are we

reaching out

to tech-

savvy urban

gardeners

and using

digital

marketing?

Mgmt

clarified their

90% focus is

on rural

farmers

through

physical

village-level

marketing as

urban

gardening is

a tiny ₹10Cr

niche for

them. This

signals JISL

is doubling

down on its

core rural

moat rather

than getting

distracted by

low-margin

urban kits.

None 4.0
Clear &

Strategic

2 5.0

Pritesh

Chheda

(Lucky Inv)

Debt /

EBITDA
Financials

How will you

reduce debt

further given

the 3.5x

leverage

and

stagnant

natural cash

flows?

Mgmt intends

to use the

₹900 Cr

"legacy

receivable"

recovery as

the primary

tool to reach

2.5x leverage

by FY25.

This means

deleveraging

is tied to

project

execution

milestones,

not just

operational

profits.

None 4.5
Quantified

Tool

3 4.5

Chirag

Shah

(White

Pine)

Pledging Governance

What is the

current

promoter

holding and

pledge

status?

Promoter

holding is

~27% with

15%

pledged;

reduction is

planned via

personal

asset sales

over 18

Specific

asset sale

timeline

3.0
Vague on

Timeline



Q# Relevance
Analyst /

Firm

Theme

Cluster
Category

Underlying

Concern

Management

Response &

Investment

Implication

Evaded /

Not

Addressed

Credibility Verdict

months.

Pledging

remains the

primary

governance

overhang for

the stock.

4 4.0

Darshil

Jhaveri

(Crown)

Finance

Cost
Financials

Why is the

finance cost

still high

despite the

0% NCDs?

Finance cost

includes a

non-cash

₹17-18 Cr/qtr

IndAS

reversal of

the NCD fair

value gain;

real cash

interest is

lower.

Investors

should look

at "Cash

PAT" (₹74.7

Cr) to judge

real debt-

servicing

capability.

Detailed

P&L

breakup

3.5
Accounting

Nuance

5 4.0
Ravi Kumar

(Individual)

Food

Business

Business

Overview

What is the

long-term

vision for the

under-

performing

food

business?

Mgmt

expects the

food

business to

generate

₹250 Cr

EBITDA this

year with a

20% growth

rate going

forward. This

suggests the

segment is

finally

contributing

to cash flow

rather than

being a

liquidity

drain.

None 4.0
Confident

Turnaround

6 4.5

Ankit

Bansal (AV

Inv)

Geography
Business

Overview

Why is drip

irrigation not

visible in

North India

North India

has "free

water/

electricity"

and flood

None 4.0
Long-term

Play



Q# Relevance
Analyst /

Firm

Theme

Cluster
Category

Underlying

Concern

Management

Response &

Investment

Implication

Evaded /

Not

Addressed

Credibility Verdict

(Delhi/

NCR)?

irrigation via

canals,

reducing the

perceived

need for drip.

Mgmt sees

this as a 2-3

year

education

play to gain

market share

in the North.

7 4.5

Sanjay

Kohli

(Goldstone)

Receivables Financials

What portion

of

receivables

are "not

due" vs

legacy?

Project

receivables

are lumpy

and tied to

milestones;

"retail"

receivables

are

effectively

zero/

advance.

This confirms

the quality of

"new"

revenue is

vastly

superior to

"old" project

revenue.

Aging

buckets
3.0

Qualitative

answer

8 4.5

Rikin

Gopani

(Capri)

Rivulis Strategy

What are

the

monetization

plans for the

Rivulis

stake?

No

monetization

planned for 3

years; focus

is on export

synergies

($30M target

for next

year). Rivulis

is a strategic

asset, but

short-term

headwinds

(Israel war,

inflation) are

impacting its

near-term

performance.

Rivulis

EBITDA

guidance

2.5
Defensive

on Rivulis

PATTERN FLAGS & SENTIMENT Analysts are transitioning from "survival anxiety" to "growth skepticism." The

primary concern has shifted from "Will the company default?" to "How fast can you clean up the legacy project



mess?" Management remained extremely consistent on the "Retail-First" mantra, which has started to reflect in

the 730 bps margin expansion in the plastic segment. The friction point remains the promoter pledging and the

lumpy nature of project receivable recovery.

Analyst Sentiment Verdict: Cautiously Bullish. Analysts are impressed by the 26% growth in a seasonally

weak Q2, but are keeping a lid on re-rating until the ₹900 Cr legacy AR starts converting to cash. Management

credibility is at a 3-year high as they have finally decoupled operational growth from debt growth.

GUIDANCE GAPS REVEALED IN Q&A | Topic | What Mgmt Claimed (Prior Q) | What Q&A Revealed | Gap /

Walk-back | Risk to Thesis | | :--- | :--- | :--- | :--- | :--- | | Pledge Reduction | "Imminent/Active" | "Will take 18

months" | Timeline extension. | Sentiment overhang persists. | | Project Receivables | "Coming in" | "Lumpy;

back-ended to FY25" | Cash realization is slower than expected. | Delayed deleveraging. | | Rivulis Synergies |

"Immediate pickup" | "Slow start in Q1; picking up now" | Merger integration took longer. | Lower H1 export rev. |

5. WHAT CHANGED vs PRIOR QUARTER

What Changed Prior Quarter (Q1FY24) This Quarter (Q2FY24) Direction

Plastic Margin 11.2% 11.7% ↑

Consolidated Revenue ₹1,701.0 Cr ₹1,361.9 Cr ↓ (Seasonal)

Net Debt (Excl NCD) ₹3,887.7 Cr ₹3,864.3 Cr ↑ (Deleveraging)

Tissue Culture Status Growing demand Fully booked until May 2024 ↑

Retail MIS Growth 20% 47% (Standalone) ↑

Finance Cost Tone High concern Clarification on non-cash IndAS entries ↑ (Quality)

Project AR Exposure ₹1,000 Cr+ ₹900 Cr ↑ (Improving)

Investor Notes on Earnings Quality: * CFO-to-PAT Divergence: Consolidated Cash PAT (₹74.7 Cr) is the

most reliable metric this quarter. GAAP PAT is distorted by a ₹31.6 Cr non-cash IndAS reversal of fair value

gains on 0.01% NCDs. * Inventory Lever: Standalone inventory days dropped to 84 (from 108 YoY). This ₹200

Cr+ in liberated working capital is directly funding the 33% standalone growth without new debt. * Capacity

Leverage: Capacity utilization is still only at 50-70%. This provides a 2-3 year growth runway with minimal

Capex, implying that incremental revenue will have very high EBITDA conversion.

STOP HERE.
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