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Elara Securities (India) Private Limited

New territories to offset backlog concerns 
Stable performance, results in line with expectations 

JKIL reported an anticipated topline growth of 21.6% YoY at INR3.3bn 
driven mainly by execution of roads (77%) and skywalk (16%) projects 
in MMR. While OPM expanded by 85bps YoY owing to changing 
revenue mix, operating profits for the period rose by 22.3% YoY to 
INR478mn. Impacted by higher interest and bank guarantee charges 
of INR98mn (up 51.7% QoQ), net profits growth was contained to 
19% YoY to INR247mn (vis-à-vis our estimates of INR221mn). 

For year ended FY11, JKIL registered a stable revenue growth of 26.2% 
YoY to INR9.5bn. Though OPMs declined marginally by 27bps to 
14.9%, operating profits rose by 23.9% YoY to INR1.4bn. Net profits 
stood at INR715mn translating into a fully diluted EPS of INR25.7. 

Unexecuted backlog at ~INR12.6bn–1.1x FY12E revenues  

JKIL has bagged fresh orders amounting to INR8.5bn in FY11 (vs 
INR8.6bn in FY10) and stands L1 presently for additional jobs worth 
INR5.6bn. Though the long term revenue visibility on the current order 
backlog remains an area of concern, we are optimistic about the 
company adding fresh jobs worth a minimum INR12.7bn during FY12 
(including L1 positions) backed by its qualified/bidding pipeline 
amounting to INR70bn and historical success rate of 25%-30%.  

Toning down earnings estimates by ~5% for FY12, maintain Buy 

We tone down our earnings estimates for FY12 by4.6% factoring in 
higher than earlier anticipated bank guarantee and commission 
charges towards projects where financial bids are already submitted 
though final results are awaited since past two quarters. We believe 
with a successful foray across newer segments and geographies over 
the next 10-12 months, concerns over scalability of business volumes 
and order backlog outside MMR should subside, making JKIL a 
potential candidate for a re-rating. We maintain ‘Buy’ with a revised 
Mar’12 based price target of INR185. 

 
Y/E March (INR mn) Q4FY11 Q3FY11 Q4FY10 QoQ (%) YoY(%) FY11
Net Sales 3,257 2,501 2,679 30.2 21.6 9,460
Operating Expenses 2,779 2,145 2,288 29.6 21.5 8,049
% of Sales 85.3 85.8 85.4 85.1
EBITDA 478 356 391 34.1 22.3 1,411
EBITDA Margins (%) 14.7 14.2 14.6 43bps 9bps 14.9
Other Income (Net) 22 18 23 22.6 (1.6) 70
Interest 98 65 69 51.7 41.8 277
Depreciation 43 40 38 9.1 15.1 159
PBT 358 270 306 32.8 17.0 1,046
Tax 111 90 99 23.6 12.9 330
Effective Tax Rate (%) 31.0 33.4 32.2 31.6
Adjusted PAT 247 180 208 37.4 19.0 715
NPM (%) 7.6 7.2 7.8 40bps (17)bps 7.6
Extra ordinary items - - - -
Reported PAT 247 180 208 37.4 19.0 715
Source:  Company, Elara Securities Estimate 
Key Financials 
Y/E Mar (INR mn) Rev YoY (%) EBITDA EBITDA (%) Adj PAT YoY (%) Fully DEPS RoE (%) RoCE (%) P/E (x) EV/EBITDA (x)
FY09 4,065 89.7 604 14.9 329 68.9 11.8 24.1 31.3 12.1 4.7
FY10 7,496 84.4 1,138 15.2 603 83.1 21.7 26.1 36.7 6.6 3.1
FY11 9,460 26.2 1,411 14.9 715 18.6 25.7 20.6 28.6 5.6 3.5
FY12E 11,492 21.5 1,643 14.3 790 10.4 28.4 18.9 25.6 5.0 3.1
FY13E 14,081 22.5 1,999 14.2 940 19.1 33.8 18.9 25.6 4.2 3.0

Source: Company, Elara Securities Estimate 
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CMP : INR143 (as on 11 May 2011) 
 

Key data 

Bloomberg /Reuters Code JKIL IN/JKIP.BO

Current /Dil. Shares O/S (mn) 27.8/27.8

Mkt Cap (INRbn/US$mn) 4.0/88.5

Daily Vol. (3M NSE Avg.) 38,707

Face Value (INR) 10

1 US$= INR44.9  

Source: Bloomberg ; * As on 11 May 2011 
 

Price & volumes 

Source: Bloomberg 
 

Share holding (%) Q1FY10 Q2FY11 Q3FY11 Q4FY11

Promoter 54.5 54.5 54.5 54.5

Institutional Investors 13.7 9.6 8.7 9.7

Other Investors 13.6 20.5 18.9 15.4

General Public 18.2 15.4 17.9 20.4

Source: BSE 
 

Price performance (%) 3M 6M 12M

Sensex 6.0 (11.3) 6.8

JKIL 8.4 (43.6) (23.2)

Supreme Infra 22.1 (18.7) 21.8

Simplex Projects (18.8) (54.1) (41.8)

Source: Bloomberg 
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2 Elara Securities (India) Private Limited   

Consolidated Financials (Y/E Mar)
Income Statement (INR mn) FY10 FY11 FY12E FY13E

Net Revenues 7,496 9,460 11,492 14,081

EBITDA 1,138 1,411 1,643 1,999

Add:- Non operating Income 59 70 92 126

OPBIDTA 1,197 1,481 1,735 2,125

Less :- Depreciation & Amortization 145 159 211 273

EBIT 1,052 1,323 1,525 1,852

Less:- Interest Expenses 148 277 328 428

PBT 904 1,046 1,196 1,425

Less :- Taxes 301 330 407 484

Adjusted PAT 603 715 790 940

Add/Less: - Extra-ordinaries 97 - - -

Reported PAT 700 715 790 940

Balance Sheet (INR mn) FY10 FY11 FY12E FY13E

Share Capital 278 278 278 278

Reserves 2,838 3,553 4,261 5,120

Borrowings 565 1,674 1,774 2,674

Deferred Tax (Net) 32 36 36 36

Total Liabilities 3,713 5,541 6,350 8,109

Gross Block 1,369 2,236 2,636 3,286

Less:- Accumulated Depreciation 339 498 709 981

Net Block 1,029 1,738 1,927 2,305

Add:- Capital work in progress - - - -

Investments 9 10 260 510

Net Working Capital 2,626 3,749 4,119 5,250

Other Assets 48 44 44 44

Total Assets 3,713 5,541 6,350 8,109

Cash Flow Statement (INR mn) FY10 FY11 FY12E FY13E

Cash profit adjusted for non cash items 1,286 1,170 1,237 1,515

Add/Less : Working Capital Changes (1,305) (1,441) (411) (1,208)

Operating Cash Flow (19) (271) 825 307

Less:- Capex (156) (867) (400) (650)

Free Cash Flow (175) (1,138) 425 (343)

Financing Cash Flow 668 750 (309) 391

Investing Cash Flow 50 70 (158) (124)

Net change in Cash 544 (318) (42) (77)

Ratio Analysis FY10 FY11 FY12E FY13E

Income Statement Ratios (%) 

Revenue Growth 84.4 26.2 21.5 22.5

EBITDA Growth 88.5 23.9 16.5 21.7

PAT Growth 83.1 18.6 10.4 19.1

EBITDA Margin 15.2 14.9 14.3 14.2

Net Margin 8.0 7.6 6.9 6.7

Return & Liquidity Ratios  

Net Debt/Equity (x) (0.1) 0.3 0.3 0.4

ROE (%) 26.1 20.6 18.9 18.9

ROCE (%) 36.7 28.6 25.6 25.6

Per Share data & Valuation Ratios 

Diluted EPS (INR/Share) 21.7 25.7 28.4 33.8

EPS Growth (%) 83.1 18.6 10.4 19.1

DPS (INR/Share) 2.3 2.5 2.5 2.5

P/E Ratio (x) 6.6 5.6 5.0 4.2

EV/EBITDA (x) 3.1 3.5 3.1 3.0

EV/Sales (x) 0.5 0.5 0.5 0.4

Price/Book (x) 1.3 1.0 0.9 0.7

Dividend Yield (%) 1.6 1.7 1.7 1.7

Source: Company, Elara Securities Estimate 

Revenue & margins growth trend 

Source: Elara Securities Research 

 

Adjusted net profits growth trend 

Source: Elara Securities Research 

 

 

 

 

Return ratios 

Source: Elara Securities Research 
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3 Elara Securities (India) Private Limited 

Order backlog poised for a big leap; 
expect 20% CAGR over FY11-13 
JKIL bagged fresh orders worth INR2.7bn during 
Q4FY11 taking its yearly tally to INR8.5bn (Vs INR8.6bn 
of fresh inflows in FY10). Among the major orders 
bagged during the quarter are the construction of 
foundation & sub-structure including station building at 
Gadge Maharaj Chowk for L&T worth Rs900mn and 
order from Sadbhav Engineering Ltd. (SEL, Buy, 173) for 
modernization of integrated border check post in 
Maharashtra amounting to INR330mn.  

Geographically, the company’s area of operations has 
been restricted to Maharashtra, particularly in Mumbai. 
JKIL’s order book has grown from INR519mn in FY06 to 
INR12.6bn in Mar’11 at a CAGR of 89%. A spurt in the 
order book position of the company over the past five 
years coupled with the rising share of high margin 
segments like airport runways, skywalks and piling have 
been instrumental in guiding operating margins from 
9.9% in FY06 to 14.9% in FY11. 

Exhibit 1: Order book analysis – Q4FY11 

 

Source: Elara Securities Research 

Exhibit 2: Revenue break up – FY11 

 

Source: Elara Securities Research 

 

 

With bids submitted across fresh tenders worth INR70bn, 
and given JKIL’s historical success ratio of 25%-30%, we 
expect fresh inflows of INR12.7bn (including current L1 
positions) for FY12. Going forward, we expect the 
company’s order book to growat a healthy CAGR of 20% 
over FY11-13 as it enters potentially large segments like 
road BOTs and micro-tunneling and marks its foray 
across newer geographies like Ahmedabad, Baroda, 
Delhi, Agra, Punjab, Haryana and Rajasthan.  

Exhibit 3: Order inflow & order backlog trend  

 

Source: Company, Elara Securities Estimates 

22% revenue CAGR to fuel 15% 
earnings CAGR for FY11-13 
We believe that the burgeoning infrastructural 
investments will provide an excellent platform for JKIL, 
fuelling its growth going forward. In addition to this, the 
efficient management of larger and technically complex 
projects should propagate a scale up in its business 
enabling the company to move up the league table. 
Backed by an existing healthy backlog coupled with a 
fairly large bidding pipeline, we expect JKIL’s net sales to 
surge from INR9.5bn to INR14.1bn during FY11-13 at a 
CAGR of 22%. 

JKIL enjoys higher operating margins owing to its vast 
experience in managing key costs, particularly in roads 
and flyover construction, ownership of necessary 
equipment base and aggregate quarries. While most of 
the long term contracts have an escalation clause for 
steel and cement prices, the company is nonetheless 
liable for increase in costs of other raw materials. Further, 
with geographical diversification of its operations going 
forward coupled with the shortage of skilled personnel, 
we believe sustaining current margins (OPM at 14.9% for 
FY11) would be difficult. Hence we expect the 
company's OPM to contract by 50-70bps over the next 
couple of years and stabilize at around 14.2%.  
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4 Elara Securities (India) Private Limited

Supported by a strong operating performance and a 
virtually debt free balance sheet, we expect a stable net 
profit CAGR of ~15% over the same period. 
Consequently, JKIL's adjusted net profits should 
accelerate from INR715mn in FY11 to INR940mn by 
FY13. 

Exhibit 4: Performance summary  

 

Source: Company, Elara Securities Estimates 

Valuation & Recommendation 
Revise earnings estimates: We tone down our earnings 
estimates for JKIL for FY12 by 4.6% factoring higher than 
anticipated bank guarantee and commission charges 
towards projects where financial bids have already been 
submitted and are awaiting final results since past 2-3 
quarters.  

Exhibit 5: Revised estimates 
FY12E 

(INR mn) Old New
% 

Chg.

Revenues        11,511        11,492              (0.2) 

EBIDTA          1,669          1,643              (1.5) 

EBIDTA Margins (%)            14.5            14.3             20bps

Adj. Net Profits             828             790              (4.6) 

EPS (INR)            29.8            28.4               (4.7) 

Source: Elara Securities Estimates 

We have valued JKIL using three different valuation 
methodologies; namely the P/E multiple, P/BV and 
EV/EBIDTA basis. Valuing by the P/E and EV/EBIDTA 
basis, we assign a 6x FY12E earnings and 4x FY12E 
EV/EBIDTA multiple to the company. Our assigned 
multiple is at 30% discount to the average FY12E 
multiple presently enjoyed by Tier I contractors.    

On a P/BV basis, we assign a 1.2x multiple to JKIL’s 
FY12E book value, despite offering higher return ratios. 
We expect the company to deliver average RoCE and 
RoNW of 26.6% and 19.5% respectively over the period 
FY11-13.   

Superior technical knowhow, wider spectrum of service 
offerings and a reputation for quality and timely 
execution of projects have enabled JKIL to garner a 
unique niche for itself. We believe that with a successful 
foray across newer segments and geographies over the 
next 10-12 months, the present concerns on the 
scalability of business volumes outside MMR should 
subside making JKIL a potential candidate for re-rating. 
At the CMP of INR143, the stock offers a substantial 
upside as we believe that its valuation metrics should 
align with its peers going forward. Maintain ‘Buy’ 
recommendation with a revised Mar’12 based price 
target of INR185.    

Exhibit 6: Valuation summary 

Methodology Assumption INR/share

P/E multiple  6x FY12E EPS  170

P/BV 1.2x FY12E Book value 196

EV/EBIDTA 4x FY12E  188

Fair value (average) 185

CMP 143

Potential upside (%) 29.2

Source: Elara Securities Research 
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5 Elara Securities (India) Private Limited 

Coverage History 

 
 
 Date Rating Target Price Closing Price 

1 
 

30-Dec-2010 Buy INR232 INR174 

2 
 

28-Jan-2011 Buy INR195 INR139 

3 
 

11- May-2011 Buy INR185 INR143 

 
 
Guide to Research Rating 
BUY Absolute Return >+20% 

ACCUMULATE Absolute Return +5% to +20% 

REDUCE Absolute Return -5% to +5% 

SELL Absolute Return < -5% 
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Disclosures & Confidentiality for non U.S. Investors 
The Note is based on our estimates and is being provided to you (herein referred to as the “Recipient”) only for information 
purposes. The sole purpose of this Note is to provide preliminary information on the business activities of the company and 
the projected financial statements in order to assist the recipient in understanding / evaluating the Proposal. Nothing in this 
document should be construed as an advice to buy or sell or solicitation to buy or sell the securities of companies referred  to 
in this document. Each recipient of this document should make such investigations as it deems necessary to arrive at an 
independent evaluation of an investment in the securities of companies referred to in this document (including the merits and 
risks involved) and should consult its own advisors to determine the merits and risks of such an investment. Nevertheless, Elara 
or any of its affiliates is committed to provide independent and transparent recommendation to its client and would be happy 
to provide any information in response to specific client queries. Elara or any of its affiliates have not independently verified all 
the information given in this Note and expressly disclaim all liability for any errors and/or omissions, representations or 
warranties, expressed or implied as contained in this Note. The user assumes the entire risk of any use made of this 
information. Elara or any of its affiliates, their directors and the employees may from time to time, effect or have effected an 
own account transaction in or deal as principal or agent in or for the securities mentioned in this document. They may 
perform or seek to perform investment banking or other services for or solicit investment banking or other business from any 
company referred to in this Note. Each of these entities functions as a separate, distinct and independent of each other. This 
Note is strictly confidential and is being furnished to you solely for your information.  This Note should not be reproduced or 
redistributed or passed on directly or indirectly in any form to any other person or published, copied, in whole or in part, for 
any purpose. This Note is not directed or intended for distribution to, or use by, any person or entity who is a citizen or 
resident of or located in any locality, state, country or other jurisdiction, where such distribution, publication, availability or use 
would be contrary to law, regulation or which would subject Elara or any of its affiliates to any registration or licensing 
requirements within such jurisdiction. The distribution of this document in certain jurisdictions may be restricted by law, and 
persons in whose possession this document comes, should inform themselves about and observe, any such restrictions.  Upon 
request, the Recipient will promptly return all material received from the company and/or the Advisors without retaining any 
copies thereof. The Information given in this document is as of the date of this report and there can be no assurance that 
future results or events will be consistent with this information. This Information is subject to change without any prior notice. 
Elara or any of its affiliates reserves the right to make modifications and alterations to this statement as may be required from 
time to time. However, Elara is under no obligation to update or keep the information current. Neither Elara nor any of its 
affiliates, group companies, directors, employees, agents or representatives shall be liable for any damages whether direct, 
indirect, special or consequential including lost revenue or lost profits that may arise from or in connection with the use of the 
information. This Note should not be deemed an indication of the state of affairs of the company nor shall it constitute an 
indication that there has been no change in the business or state of affairs of the company since the date of publication of this 
Note. The disclosures of interest statements incorporated in this document are provided solely to enhance the transparency 
and should not be treated as endorsement of the views expressed in the report. Elara Securities (India) Private Limited  
generally prohibits its analysts, persons reporting to analysts and their family members from maintaining a financial interest in 
the securities or derivatives of any companies that the analysts cover. The analyst for this report certifies that all of the views 
expressed in this report accurately reflect his or her personal views about the subject company or companies and its or their 
securities, and no part of his or her compensation was, is or will be, directly or indirectly related to specific recommendations 
or views expressed in this report.  

Any clarifications / queries on the proposal as well as any future communication regarding the proposal should be addressed 
to Elara Securities (India) Private Limited / the company. 

 

Disclaimerfor non U.S. Investors 

The information contained in this note is of a general nature and is not intended to address the circumstances of any 
particular individual or entity. Although we endeavor to provide accurate and timely information, there can be no 
guarantee that such information is accurate as of the date it is received or that it will continue to be accurate in the future. 
No one should act on such information without appropriate professional advice after a thorough examination of the 
particular situation. 
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Disclosuresfor U.S. Investors 
The research analyst did not receive compensation from J Kumar Infra Limited. 

Elara Capital Inc.’s affiliate did not manage an offering for J Kumar Infra Limited. 

Elara Capital Inc.’s affiliate did not receive compensation from J Kumar Infra Limited in the last 12 months. 

Elara Capital Inc.’s affiliate does not expect to receive compensation from J Kumar Infra Limited in the next 3 months. 

 

Disclaimer for U.S. Investors 

This material is based upon information that we consider to be reliable, but Elara Capital Inc. does not warrant its 
completeness, accuracy or adequacy and it should not be relied upon as such. 

This material is not intended as an offer or solicitation for the purchase or sale of any security or other financial instrument. 
Securities, financial instruments or strategies mentioned herein may not be suitable for all investors. Any opinions expressed 
herein are given in good faith, are subject to change without notice, and are only correct as of the stated date of their issue. 
Prices, values or income from any securities or investments mentioned in this report may fall against the interests of the 
investor and the investor may get back less than the amount invested. Where an investment is described as being likely to 
yield income, please note that the amount of income that the investor will receive from such an investment may fluctuate. 
Where an investment or security is denominated in a different currency to the investor’s currency of reference, changes in 
rates of exchange may have an adverse effect on the value, price or income of or from that investment to the investor. The 
information contained in this report does not constitute advice on the tax consequences of making any particular 
investment decision. This material does not take into account your particular investment objectives, financial situations or 
needs and is not intended as a recommendation of particular securities, financial instruments or strategies to you. Before 
acting on any recommendation in this material, you should consider whether it is suitable for your particular circumstances 
and, if necessary, seek professional advice. 

Certain statements in this report, including any financial projections, may constitute “forward-looking statements.” These 
“forward-looking statements” are not guarantees of future performance and are based on numerous current assumptions 
that are subject to significant uncertainties and contingencies. Actual future performance could differ materially from these 
“forward-looking statements” and financial information. 
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Elara Capital Plc. 
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