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Jyoti Structures’ (JYS’) Q4FY07 results were in line with expectations. The management 

guidance for FY08E is above expectations, backed by strong order backlog of INR 20 bn, 

imparting comfort on revenue visibility. For FY07, revenues grew ~47% Y-o-Y to ~INR 10 

bn. EBITDA, at INR 125 mn, was up by ~68% Y-o-Y while net profit, at ~INR 54 mn, grew 

by ~97% Y-o-Y. In Q4FY07, revenues grew ~29% Y-o-Y to ~INR 3 bn and EBITDA was up 

~56% Y-o-Y to ~INR 389 mn, while net profit grew ~53% Y-o-Y to INR 159 mn.  

 

EBITDA margins improved by ~140 bps Y-o-Y to 12.2% while net profit margins expanded 

by ~130 bps to 5.3% for FY07. Margin expansion was in line with the improvement in 

margins seen across the industry. Positive surprise to profitability margin expansion in 

FY07 was driven by operating leverage and re-pricing of contracts in the first half of the 

year. Going forward, we expect margins to further improve with capacity utilisation 

ramping up. Accounting for improved visibility, marked by robust order accretion and 

buoyant margins, we are revising our revenues and earnings estimates upwards. Our 

revenues are up ~5% and ~11% from previous estimates of ~INR 15 bn and ~INR 20 bn 

for FY08E and FY09E, respectively. Our EPS stands revised by ~19% and ~30% to INR 14 

and INR 21 for FY08E and FY09E, respectively.  

 

We believe the company’s improved growth and returns profile is driven by an exceedingly 

strong demand scenario and better execution capabilities and is sustainable in the 

medium to long term. At our current estimates, the stock trades at a P/E multiple of 13x 

and 9x for FY08E and FY09E respectively. We continue to maintain our ‘BUY’ 

recommendation on the stock. 

  

 Rural electrification projects drive surge in order backlog 

Order backlog at the end of Q4FY07 was INR 20 bn, implying a healthy order accretion of 

~INR 4 bn in the quarter. Rural electrification (RE) projects increased ~23% (as a percentage 

of the total order backlog) from ~20% historically, driven by RE in Rajasthan and Uttar 

Pradesh. We believe this is likely to result in faster revenue growth, as RE projects typically 

have an execution cycle of ~6-8 months. On the working capital front, we believe RE projects 

are unlikely to have substantial impact on cash flows, as higher upfront capital requirement is 

negated by relatively lower execution cycles compared with transmission line projects.  
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Edelweiss Research is also available on Bloomberg EDEL <GO>, Thomson First Call, Reuters and Factset 

Financials
Year to March Q4FY07 Q4FY06 % change Q3FY07 % change FY07 FY08E
Revenues (INR mn) 3,043      2,364      28.8        2,572      18.4        10,250     14,974     
EBITDA (INR mn) 389         249         56.1        358         8.6          1,254      1,919      
Net profit (INR mn) 159         104         53.1        174         (8.4)         546         1,139      
EPS (INR) 2.0          1.5          31.2        2.3          (12.4)       6.8          14.1        
P/E (x) 27.7        13.3        
EV/EBITDA (x) 8.4          6.4          
ROAE (%) 32.6       42.9       
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 Lower debt levels to reduce interest burden 

In Q4FY07, interest cost grew ~66% Y-o-Y, as upfront advances from Power Grid Corporation of 

India (PGCI) attracted interest that got debited in the last quarter. However, we believe that interest 

burden (as a percentage of sales) is likely to come down as debt levels stabilise, going forward. 

  

 Upgrading estimates- key revisions 

We are upgrading our revenue estimates by ~5% and ~11% to INR 15 bn and INR 20 bn for 

FY08E and FY09E, respectively, on the back of a strong macro scenario. Our revenue growth 

estimates stand revised to ~46% and ~33% in FY08E and FY09E respectively as revenues for 

FY07 were marginally below our estimate of INR 10.5 bn at INR 10.2 bn. Further, we are revising 

our EBIDTA margins upwards by ~80bps for both FY08E and FY09E as margins surprised us 

positively driven by improvement in execution capabilities and economies of scale. Key revisions 

are given in the table below: 

 

Table 1: Revised estimates 

Remarks 
FY08E FY09E FY08E FY09E

Revenues (INR mn) 14,210     17,942     14,974     19,949     
Increase in revenues on back of strong demand scenario 
and order backlog of INR 20 bn at the end of FY07

EBITDA (INR mn) 1,709       2,154       1,919       2,548       
EBITDA margin (%) 12.0         12.0         12.8       12.8       
PAT (INR mn) 961          1,289       1,139       1,677       

Net margin (%) 6.8           7.2           7.6           8.4           
EPS (INR) 11.9         16.0         14.1         20.8         

Previous estimates Revised estimates

Improvement in EBIDTA margins due to operating leverage

Lower interest expense and higher operating margins leads 

to improvement in net margins

 
Source: Edelweiss research 
 

 Outlook and Valuations 

Order visibility remains strong with plans of T&D network enhancement (for the eleventh plan) 

being clearly articulated by the Ministry of Power. While quarterly volatility in order intake may 

impact the timing of revenues in the short term, the growth scenario in the medium to long term 

is on a fundamentally strong footing. We remain positive on the power tower segment on the 

back of both maintenance-led upgradation programs and new T&D network roll- outs. On our 

revised EPS estimates, the stock trades at a P/E multiple of 13x and 9x for FY08E and FY09E 

respectively. We continue to maintain our ‘BUY’ recommendation on the stock. 
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Financials snapshot (INR Mn)
Year to March Q4FY07 Q4FY06 % change Q3FY07 % change FY06 FY07 FY08E
Revenues (net) 3,043          2,364          28.8           2,572          18.4           6,956          10,250        14,974        

Raw material 1,628          1,175          38.5           1,578          3.2             5,355          5,882          11,218        
Staff cost 87               41               112.6         64               36.2           185             266             399             
Other operating expenses 940             899             4.6             572             64.4           668             2,847          1,438          

Total expenditure 2,654          2,115          25.5           2,213          19.9           6,208          8,996          13,055        
EBITDA 389             249             56.1           358             8.6             748             1,254          1,919          

Depreciation 16               16            (2.3)            15               5.7             48               58               64               
EBIT 373             233             60.2           343             8.8             700             1,196          1,855          

Interest 100             60            66.2           77               30.9           258             329             224             
Other income 1                 15            (93.2)          3                 (62.5)          21               8                 15               
Extraordinary items 0                 -          NM -             -             0                 40               

PBT 274             187             46.3           269             1.8             462             875             1,646          
Tax 114             83            37.7           95               20.5           185             330             592             

Profit from associates -          -          NM -          NM -          -             86               
Adjusted net profit 159             104             53.1           174             (8.4)            277             546             1,139          
Reported net profit 159             104             53.1           174             (8.4)            277             546             1,179          
Equity capital(FV:INR 2) 161            138            16.7           154            4.5             138            161             161            
# of shares (mn) 81              69              16.7           77              4.5             69              81              81              
EPS (INR) 2                 2                31.2           2                (12.4)          4                6.8             14.1           
Market cap. (INR mn) 15,107       15,107       15,107       
PE (x) 54.6           27.7           13.3           
EV/EBITDA (x) 12.9           8.4             6.4             
Market cap / Revenues (x) 2.2             1.5             1.0             

as % of net revenues
Raw material 53.5 49.7 7.6             61.4 (12.8)          77.0 57.4 74.9
Other operating expenses 30.9 38.0 (18.8)          22.2 38.9           9.6 27.8 9.6
EBITDA 12.8 10.5 21.2           13.9 (8.2)            10.8 12.2 12.8
Adjusted net profit 5.2 4.4 18.9           6.8 (22.6)          4.0 5.3 7.6
Tax rate 41.8 44.4 (5.9)            35.3 18.4           40.1 37.7 36.0  
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Company Description 
 

Incorporated in 1975, JYS is a leading turnkey/EPC player, providing solutions in the field of high 

voltage power transmission lines and substations. The company has uniquely positioned itself to pre-

qualify for transmission lines up to 800 KV, substations up to 400 KV, and distribution projects. JYS is 

amongst the very few companies in the world capable of executing turnkey jobs that involve setting up 

both transmission lines and substations. The company has two business segments—power 

transmission towers and substations. Substations contribute about 20% to revenues and power 

transmission accounts for the rest.  

 

 

Investment Theme 
 

India’s inter-regional power transmission capacity is likely to increase from ~11,500 MW currently to 

~16,450 MW at the end of the tenth plan (FY07-end) and to ~37,150 MW at the end of the eleventh 

plan (FY12-end). Progress on planned power T&D infrastructure upgradation is driving the current 

phase of growth. Further, we expect an investment of ~INR 2,475 bn for the expansion of the 

transmission infrastructure during the eleventh plan. Consequently, the addressable market for the 

power transmission tower industry from this opportunity is likely to be ~INR 250 bn over the eleventh 

plan period. We believe JYS, with its execution capabilities, is well-placed to leverage this opportunity.  

 

 

Key Risks 
 

Since power T&D investments are executed by state utilities, any change in the political environment 

can potentially impact the pace of execution in the industry, which in turn, could impact the timing of 

revenue growth. Additionally, the customer concentration risk is high in this business, which affects the 

bargaining power of transmission tower companies adversely. 



Jyoti Structures 

5 

 

Financial Statements 

 
Income statement (INR Mn)
Year to March FY05 FY06 FY07 FY08E FY09E
Income from operations 4,245          6,956          10,250        14,974        19,949        
Direct costs 3,271          5,355          5,882          11,218        14,954        
Employee costs 143             185             266             399             531             
Other expenses 422             668             2,847          1,438          1,915          
Total operating expenses 3,835          6,208          8,996          13,055        17,401        
EBITDA 410             748             1,254          1,919          2,548          
Depreciation and amortisation 39               48               58               64               78               
EBIT 371             700             1,196          1,855          2,469          
Interest expenses 195             258             329             224             224             
Other income 5                 21               8                 15               16               
Profit before tax 181             462             875             1,646          2,261          
Provision for tax 66               185             330             592             814             
Extraordinary items -             -             -             40               -             
Associate income -             -             -             86               230             
Reported profit 115             277             546             1,179          1,677          
Adjusted net profit 115             277             546             1,139          1,677          
Basic shares outstanding 69.1            69.1            80.6            80.6            80.8            
Diluted shares outstanding 80.8            80.8            80.8            80.8            80.8            
Face value 2                 2                 2                 2                 2                 
Dividend per share 0.2              0.4              0.6              1.0              1.3              
Dividend payout (%) 14.4            11.1            8.9              6.8              6.5              

Common size metrics- as % of net revenues
Year to March FY05 FY06 FY07 FY08E FY09E
Operating expenses 90.3            89.2            87.8            87.2            87.2            
Depreciation 0.9              0.7              0.6              0.4              0.4              
Interest expenditure 4.6              3.7              3.2              1.5              1.1              
EBITDA margins 9.7              10.8            12.2            12.8            12.8            
Adjusted net profit margins 2.7              4.0              5.3              7.6              8.4              

Growth metrics (%)
Year to March FY05 FY06 FY07 FY08E FY09E
Revenues 42.3           63.9           47.4           46.1           33.2           
EBITDA 35.9           82.2           67.7           53.0           32.7           
PBT 92.0           155.0         89.5           88.0           37.4           
Net profit 110.8         140.0         97.2           108.8         47.2           
EPS 110.8         140.0         97.2           108.8         47.2            
 
Cash flow statement (INR Mn)
Year to March FY05 FY06 FY07E FY08E FY09E
Net profit 115             277             546             1,179          1,677          
Add: Depreciation 39             48             58              64              78             
Add: E.O.adjustments -             -             -             40               -             
Add: Deferred tax 10               9                 -             -             -             
Gross cash flow 164             334             604             1,284          1,755          
Less: Dividends 17               31               48               80               109             
Less: Changes in W. C. 499             626             364             868             914             
Operating cash flow (352)            (323)            192             336             733             
Less: Change in investments (4)                79               96               -             -             
Less: Capex 61               137             76               207             212             
Free cash flow (410)           (539)           20              130            521             
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Balance sheet (INR Mn)
As on 31st March FY05 FY06 FY07E FY08E FY09E
Equity capital 138 138 161 161 162
Share warrants 0 15 0 0 0
Reserves & surplus 806 1,063 1,969 3,017 4,572
Shareholders funds 944 1,216 2,130 3,179 4,734
Secured loans 854 1,203 1,513 1,513 1,513
Unsecured loans 265 406 86 86 86
Borrowings 1,119 1,609 1,599 1,599 1,599
Sources of funds 2,064 2,825 3,730 4,778 6,333
Gross block 716 853 945 1,151 1,363
Depreciation 290 322 380 445 523
Net block 426 531 564 707 840
Capital work in progress 15 15 -             -             -             
Total fixed assets 441 546 564 707 840
Investments 87 166 262 262 262
Inventories 915 1,213 758 1,108 1,476
Sundry debtors 1,838 2,487 4,072 5,949 7,925
Cash and equivalents 171 38 257 112 279
Loans and advances 456 517 997 1,457 1,941
Other current assets 539 633 842 1,026 1,366
Total current assets 3,918 4,889 6,926 9,651 12,987
Sundry creditors and others 2,277 2,558 3,724 5,441 7,249
Provisions 40 141 221 322 429
Total CL & provisions 2,316 2,699 3,945 5,763 7,678
Net current assets 1,602 2,190 2,981 3,887 5,309
Net deferred tax (69) (78) (78) (78) (78)
Others 2 1 -             -             -             
Uses of funds 2,064 2,825 3,730 4,778 6,333
Book value per share (BV) 14 18 26 39 59

Ratios
Year to March FY05 FY06 FY07E FY08E FY09E
ROAE (%) 14.7            25.6            32.6            42.9            42.4            
ROACE (%) 20.9            28.6            36.5            43.6            44.4            
Current ratio 1.7              1.8              1.8              1.7              1.7              
Debtors (Days) 158 131 145 145 145
Fixed assets t/o (x) 9.6              12.7            18.2            21.2            23.7            
Average working capital t/o (x) 3.2              3.7              4.0              4.4              4.3              
Average capital t/o (x) 2.4              2.8              3.1              3.5              3.6              
Net debt/Equity 0.9              1.2              0.5              0.4              0.2              
Gross debt/Equity 1.2 1.3 0.8 0.5 0.3

Valuations parameters
Year to March FY05 FY06 FY07E FY08E FY09E
Adjusted diluted EPS  (INR) 1.4              3.4              6.8              14.1            20.8            
Y-o-Y growth (%) 110.8 140.0 97.2 108.8 47.2
Diluted CEPS (INR) 1.9 4.0 7.5 14.9 21.7
PE (x) 131.0 54.6 27.7 13.3 9.0
Price/BV(x) 13.7 10.6 7.1 4.7 3.2
EV/Sales (x) 3.8 2.4 1.6 1.1 0.8
EV/EBITDA (x) 39.4 21.6 12.9 8.4 6.4  
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