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Q22009 results - Results ahead of expectation

JPA’s Q22009 net profit at Rs 2.03 bn is sharply above our expectation of Rs1.21
bn, primarily because of higher revenue booking and margins in the construction
division and higher dividend from its subsidiary Jaiprakash Power Ventures Ltd.
The topline grew by 37% yoy, driven by 14% growth in revenues of cement
division and 52% growth in revenues of construction division. Operating profit at
Rs3.47 bn grew at a healthy pace of 57%, driven by a sharp 136% growth in EBIT
of the construction division and Rs100 mn EBIT of real estate division. Dividends
from its Subsidiary Jaiprakash Power Ventures Ltd significantly boosted the net
profit; even adjusting this dividend the profits grew 33% for the quarter. We
maintain our earnings estimates of Rs6.4 for FY2009 and Rs8.7 for FY2010.
However in line with severe deterioration in market multiples of cement,
construction, power and realty stocks, we cut our target multiples for JPA and
arrive at revised target of Rs105 per share of JPA (as compared to Rs240 earlier).
JPA stock is currently trading at 12.4X its FY2009 earnings and 9X its FY2010
earnings and we believe the stock provides compelling value proposition at these
levels. Maintain our BUY recommendation on the stock with a price target of
Rs105.
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B The operating profit at Rs3.47 bn grew at a healthy pace of 57%, driven by a sharp
136% growth in EBIT of the construction division and Rs100 mn EBIT of real estate
division (Real estate revenues were not there in Q22008).

B Under the pressure of mounting coal and other raw material prices, the cement
division reported an EBIT decline of 3.2% as its EBIT margins declined 590 bps to
25.2%.

®  Construction division continued it good performance where the division reported
136% growth in its EBIT on the back of 1100 bps expansion in its EBIT margin. The
good performance is on the back of high value work executed in the Taj
Expressway, Karchamwantoo Hydro power & Srisailam canal project.

B Interest and depreciation charges for the quarter grew by 20% and 45%
respectively as JPA commissioned cement unit at Dalla & Chunar.

B Other income for the quarter increased sharply by 73% on account of Rs648.6
million of dividends from its Subsidiary Jaiprakash Power Ventures Ltd. This
boosted the net profit to Rs2.03 bn i.e. growth of 95% yoy. Even after entirely
adjusting this dividend income net profit for the quarter has grown at 33% yoy.

B JPA’s board has approved a rights issue of Rs18 bn and have dropped plans of
allotting 120 million warrant to Jaypee Ventures ( a promoter Group company) on
preferential basis. Also during the quarter promoters have subscribed to 10 million
warrants out of the 50 million warrants issued to them on January 2008 @ Rs397
per warrant.
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Result Table

Rs million 2Q08 Q209 Change
Net sales 8,620 11,826 37%
Total expenditure 6,410 8,348 30%
(increase) / Decrease in stock in Trade -440 -548.3

Direct construction , manufacturing and hotel expenses 4,660 6522.6

Staff costs 580 760.1

Other expenditure 1,610 1613.4

Operating Profit 2,210 3,478 57%
Other income 600 1,040 73%
PBIDT 2,810 4,519 61%
Interest 840 1,008 20%
PBDT 1,970 3,510 78%
Depreciation 460 667 45%
PBT 1,510 2,844 88%
Tax 470 812 73%
Current tax 320 645.1

Deferred tax 130 149.8

Fringe benefits 20 17.5

Net profit 1,040 2,031 95%
Margins

OPMs 25.60% 29.40% 3.80%
PBT 17.50% 24.00%

PAT 12.10% 17.20%

Tax rate 31.10% 28.60%

Segment Results

Segment revenue Q109A Q209 Change
Cement & Cement Products 4,560 5208.8 14%
Construction 4,320 6584.1 52%
Hydro Electric & Wind Power 30 143.9 380%
Investments 240 648.6 170%
Hotel/Hospitality & Golf course 70 55.8 -20%
Real Estate 265 #DIV/0!
Un-allocated 200 209.3 5%
Total 9,420 13,116
Intersegment revenue 200 249

Total sales / Income from operations 9,220 12,866

Segment EBIT

Cement & Cement Products 1,420 1315 7%
Construction 870 2055.4 136%
Hydro Electric & Wind Power 20 108.1 441%
Investments 240 648.6 170%
Hotel/Hospitality & Golf course -10 -12.2 22%
Real Estate 100
Unallocated

Total 2,540 4215

EBIT Margin (%)

Cement & Cement Products 31.10% 25.20%
Construction 20.10% 31.20%

Hydro Electric & Wind Power 66.70% 75.10%
Investments 100.00% 100.00%
Hotel/Hospitality & Golf course -14.30% -21.90%

Real Estate 37.70%
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JPA fair value at Rs105

Cement Business Details Q109A Q209 Change
Sales volume (Million Tonne) 1.48 1.64 11%
Realisation (Rs/Ton) 3,075 3,173 3%
Sales (Rs mn) 4,560 5,209 14%
EBIT (Rs mn) 1,420 1,315 7%
EBIT(%) 31.10% 25.20%

EBIT/Ton 958 801 -16%
Op Cost /Ton 2,117 2,372 12%

Maintain Earnings - Downgrade Price target

We maintain our earnings estimates of Rs6.4 for FY2009 and Rs8.7 for FY2010.
However in line with severe deterioration in market multiples of cement, construction,
power and realty stocks, we cut our target multiples for JPA. We now value JPA cement
business at EV/EBIDTA multiple of 3.7X i.e. a 10% discount to our target multiple for
Ultratech Cement. The construction business is valued at 4X EV/EBIDTA (65% discount
to our target multiple for L&T’s construction business). We have valued the Taj
expressway project at 75% discount to our NAV for the project. Our NAV for Taj
Expressway is based on development of Noida land and saleable value of the balance
parcel of 5000 acres. We have also increased of the discount rate for the project from
earlier 16% to 18% currently to take into consideration higher risks associated with delay
in development of Noida land. The revised SOTP comes out to Rs105 per share of JPA.

Rs million Valuation Measure Multiple Value Value/Share Comment
Cement Business EV/EBIDTA 3.7 46990 a0 9% discountto our multiple for
Construction Business EV/EBIDTA 4 16213 14 65% discount to our multiple for L&T
Jaypee Greens NAV 75% Disc 3489 8 In line with discounts commanded by
Taj Expressway NAV & Land sale 75% Disc 20452 17 realty stocks
Power
Jaiprakash Hydro Power NPV NPV 19147 16 14% COE (ROE= 14%)
Jaiprakash Power Ventures NPV NPV 20969 18 14% COE (ROE= 14%)
Jaiprakash karcham Hydro Corp NPV NPV 40773 34 16% COE (ROE= 14%)
Thermal Power at Churk P/B 0.5 3300 3 0.5X Book Value
Jaypee Power Grid P/B 0.5 1088 1 0.5X Book Value
MP Thermal Power plant P/B 0.5 4200 4 0.5X Book Value
Jaypee Hotels CMP(Pro-rata stake) 2455 2  Current Price
Malvika Steel P/B 0 0 0
Total Enterprise Value 179074 151
Less:
Net Debt 53872 45
Target Market Capitalisation 125202 105
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Valuation and view

JPA stock is currently trading at 12.4X its FY2009 earnings and 9X its FY2010 earnings.
JPA stock has witnessed significant correction in the ongoing market slump and we think
the stock had more than its due share of pain. We believe the stock provides compelling
value proposition at these levels. Maintain our BUY recommendation on the stock with a
price target of Rs105.
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come are required to inform themselves of, and to observe, such restrictions. This material is for the personal information of the authorized recipient, and we are not soliciting any action based
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associated with Emkay Global Financial Services Ltd. is obligated to call or initiate contact with you for the purposes of elaborating or following up on the information contained in this document.
The material is based upon information that we consider reliable, but we do not represent that it is accurate or complete, and it should not be relied upon. Neither Emkay Global Financial Services
Ltd., nor any person connected with it, accepts any liability arising from the use of this document. The recipient of this material should rely on their own investigations and take their own
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material may; (a) from time to time, have long or short positions in, and buy or sell the securities thereof, of company (ies) mentioned herein or (b) be engaged in any other transaction involving
such securities and earn brokerage or other compensation or act as a market maker in the financial instruments of the company (ies) discussed herein or may perform or seek to perform
investment banking services for such company(ies)or act as advisor or lender / borrower to such company(ies) or have other potential conflict of interest with respect to any recommendation and
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