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JNK India Ltd.

Capital Goods

SENSEX: 73,649
NIFTY: 22,336

A Niche Player in the Heating Equipment Segment.....

JNK India Ltd. (JIL) specializes in manufacturing heating equipment for various
process industries such as oil & gas refineries, petrochemicals, and fertilizers.
Incorporated in 2010, the company is one of the well-recognized heater companies in
India, having a market share of approximately 27% in the segment, in terms of new
order booking as of FY23. The company has successfully executed projects in India,
Mexico, and Nigeria, with ongoing ventures across various Indian states and overseas
locations. JIL's key clientele includes organizations such as Indian Oil Corporation,
Tata Projects, and Rashtirya Chemicals & Fertilisers. As of December 31, 2023, the
company has provided services to 21 customers in India and 8 customers abroad.

e The projected demand for heating equipment from Indian refineries,
petrochemicals, and fertilizer sectors between FY24 and FY29 is estimated at
X27,089cr, averaging approximately I4,500cr annually, signalling favourable
prospects for the company.

e JNKIndia collaborates closely with its corporate promoter, JNK Global, a KOSDAQ-
listed entity with a 25.8% share.

e Between FY21 and FY23, the company achieved a 72% CAGR in revenue, reaching
X407cr, and a 68% CAGR in PAT, totalling I46cr. It also maintained an average
EBITDA Margin of 18% and a PAT Margin of 12% during this period.

e The company boasts a return on equity (RoE) and return on capital employed
(RoCE) of 38% and 39%, respectively, for FY23.

e By December 2023, JIL held an order book of about ¥845cr, with 86% of orders
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from India and 14% from overseas, leading to a robust order book/sales ratio of ~ Promoter & Promo. Group. 94.6 67.9
2.5x annually, highlighting strong revenue visibility. Public & Others 5.4 33.1
e The company seeks to expand its reach into additional product segments while Total 1000 1000
solidifying its position in designated markets. JIL is focused on expanding its
clientele in pivotal global regions such as Europe and is actively developing  p... 35 2273
renewa_lble_ energy capabilities, including on-s_ite hydrogen generation, hydrogen Non-Institutional 15 97.4
refuelling infrastructure, and solar photovoltaic systems. QIB 50 3247
e At the upper price band of X415, JIL is available at a P/E of 37x (FY24 EPS -
annualized), which appears to be reasonably priced compared to peers. With  Total 100 649
India's thriving oil & gas and hydrogen industries, coupled with the company's
strong financigl trackg record, )i,mprgessive clientele, arl:d ambitious exp:nsi)(;n
plans, it's poised for substantial growth. We assign a “Subscribe” rating on a long  Sales 296.4 407.3 253.4
term basis. Growth (%) 1152 374 =
Purpose of IPO EBITDA 53.8 69.3 66.9
Margin(%) 18.2 17.0 26.4
The offering includes both a fresh issue of 300cr and an Offer-for-Sale (OFS) component of  par Agj. 36.0 46.4 46.2
up to 84.21 lakh equity shares valued at Rs.349cr. Out of the Net Proceeds, the company  ;.ueh (%) 1185 288 )
plans to allocate X262.7cr to support its working capital needs for business operations in EPS 6.5 8.3 8.3
FY24, FY25, and FY26.
. P/E(x) 64.1 49.8 37*
Key Risks EV/EBITDA (x) 43.2 34.0 26.6*
e  The company's heavy reliance on JNK Global (54% of FY23 revenues) may pose financial RoF (%) s o =
risks without new projects. Yet, this dependence has dropped to 27% in 9MFY24.
e (Capex downturns in the oil, gas, petrochemicals, or fertilizer sectors could heavily
impact revenue, cash flows, and financial stability. *Annualised
Peer Valuation
Company MCap(X cr) Sales (Xcr) EBITDA(%) PAT (%) EPS(X) RoE (%) Mcap/Sales (x) P/E(x) EV/EBITDA(x) P/BV(x) CMP
JNK India 2,308 407 17.0 11.4 8.3 379 5.7 49.8 34.0 18.9 415
BHEL 89,506 22,136 3.2 2.2 1.3 1.8 4.0 195.9 32.4 3.3 255
Thermax 56,714 8,040 7.5 5.6 37.4 122 7.1 128.5 42.1 14.8 4,812

Source: Geojit Research, Bloomberg; Valuations of JIL are based on upper end of the price band (post issue), Financials as per FY23 consolidated.
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Business Description

The company has developed a wide range of products to meet the evolving requirements of its customers. It offers a wide range of prod-
ucts primarily categorised under two segments - (a) Heating Equipment and (b) Flares, incinerators and others.

Heating Equipment

¢ Process fired heaters: A process fired heater is a type of industrial heater used to heat fluids or gases directly by burning a fuel
source such as natural gas or propane. In a process fired heater, the fuel is burned in a combustion chamber, and the heat is trans-
ferred to the fluid or gas being heated through direct contact.

¢ Reformers: Reformers are devices used to convert hydrocarbons, such as natural gas or naphtha, into synthesis gas or syngas, which
is a mixture of hydrogen and carbon monoxide.

¢ Cracking furnaces: Cracking furnaces are used to break down large hydrocarbon molecules into smaller ones, which can then be
used to produce a variety of products, including fuels, chemicals, and plastics.

Flares, incinerators and others

¢ Flares: Flare system is a gas combustion device used in industrial plants such as petroleum refineries, chemical plants, natural gas
processing plants, at oil or gas production sites with oil wells, gas wells, offshore oil and gas rigs, and landfills.

¢ Incinerators systems: All Sulphur recovery units (SRUs) have thermal incinerators to treat the tail gas effluent from the SRUs prior
to emitting the waste gas to the atmosphere.

¢ Others-- renewables energy systems: Under renewables energy systems the company offers components of hydrogen supply
chain, through HRS and Solar PVEPC.

e Hydrogen Supply Chain is a station to refill hydrogen. Hydrogen fuel cell vehicles can be refuelled quickly at a refuelling station -
just like a petrol or diesel vehicle.

e  Solar PV-EPC refers to design, procurement, and construction of solar power plants. EPC companies are responsible for the end- to-
end execution of solar projects. The company has the capability to offer customized Solar PV systems with capabilities above 100KW.

Key strengths

e  Established track record with a diverse customer base

JNK commenced operations in 2010 and has a successful project completion track record of 10+ years. The company has successfully
completed projects including domestic projects at Numaligarh, Assam; Kochi, Kerala; Barauni, Bihar and overseas projects at Lagos, Nige-
ria. Moreover, the company has been awarded incentives by its customers for early completion of projects in India and overseas. As of
December 31, 2023, the company have served 21 Customers in India and 8 Customer overseas. Further, 7 out of the 12 oil refining compa-
nies in India, are JNK’s Customers and the company has supplied or are in the process of supplying Heating Equipment to 11 of the 24
operating oil refineries across India.

e  Well-positioned to capture industry tailwinds through its demonstrated capabilities over time.

The Heating Equipment account for 3.3% of the total capital expenditure of a refinery project, hence, demand for Heating Equipment from
the refineries in between CY2023 - 2028 would be X 49,045 Cr which is approximately X 8,175 Cr on annualized basis. The company plans
to leverage its knowledge of the industry, and engineering capabilities, and through its extensive experience, established product portfo-
lio and proven track record, the company believes it is well positioned to capitalise on the upcoming demand of Heating Equipment.

e Diversifying product portfolio to cater to varied industries.

The company has recently diversified into waste gas handling systems which includes flares and incinerators systems. A Flare system is a
gas combustion device, used for the safe disposal of gaseous wastes. Similarly, the company has started with renewable energy systems in
Fiscal 2022. The company is building capabilities in renewable sector with onsite hydrogen production and Solar PV-EPC, and in doing so
the company plans to leverage the technical know-how of JNK Global to capitalize on future growth opportunities in renewable energy
systems in India.

e Demonstrated financial performance with a robust Order Book reflecting revenue visibility for last three Fiscals

The company’s revenue from operations, EBITDA and profit after tax had grown at a CAGR of 71.97%, 68.09% and 67.75%, respectively,
for Fiscals 2021 - 2023, demonstrating growth in the financial performance in recent years. Further, the company’s Order Book to sales
ratio has doubled from 1.04 times for Fiscal 2021 to 2.13 times for Fiscal 2023. The company’s Order Book value was X 845.03 Cr on De-
cember 31, 2023, out of which X 729.20 Cr or 86.29% was from the Indian market and X 115.83 Cr or 13.71% was from the overseas mar-
ket. With a robust Order Book amounting to X 845.03 Cr as of December 31, 2023, which represents 2.50 times of the revenue from opera-
tions for December 31, 2023.
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Key strategies

e  Geographical expansion with focus on high growth markets to capitalise on the industry tailwinds

As of December 31, 2023, the company had served 21 Customers in India and 8 Customers overseas. The company intends on accelerating
and expanding to new geographies such as expanding to European countries and opening sales offices in the Middle East and Africa. Fur-
ther, in this pursuit, the company has a Co-operation Agreement with JNK Global, which governs its relationship in relation to, amongst
others, marketing, and geography of operations. For certain projects the company will partner with JNK Global as a global joint engineer-
ing and implementation partner.

e Enhance the diversified offerings including renewables

The company have recently also diversified into waste gas handling systems which includes flares and incinerators systems. The company
designs, engineers, installs and services flares and incinerators systems. The company’s order book for flares, incinerators and others as
of December 31, 2023, was of X 13.27 Cr. The Company is in process of licensing or acquiring companies in this segment to capture the
growing global demand.

Further, through its subsidiary J]NK Renewable Energy Pvt. Ltd the company is working on building capabilities in renewable sector with
green hydrogen as well. Presently, the company supplies grey hydrogen through onsite and offsite production and storage systems and
further propose to foray into engineering solution for hydrogen or green energy industry. As of December 31, 2023, the company has in-
stalled 1 hydrogen refuelling station, at Indian Oil R&D Centre, Faridabad, Haryana. The company plans to leverage the technical know-
how of JNK Global to capitalize on future growth opportunities in the hydrogen refuelling station systems (“HRS”) in India. Apart from
HRS, the company also plans on expanding into Solar PV-EPC market. The company has the capability to offer customized Solar PV sys-
tems of capabilities above 100KW. The company completed its 1st order in Fiscal 2023 generating a revenue of X 1.96 Cr and is in discus-
sions with multiple prospective customers for systems cumulating to over 16 MW.

e  Pursue strategic investment, partnerships and acquisition opportunities and integrate them with business operations

The company may further expand its operations overseas. The company’s acquisition strategy will primarily focus on strengthening the
flares and incinerators systems segment and providing access to newer technologies industries and geographies. The company plans to
expand its customer network in some of the overseas markets including Europe to capitalise on the untapped opportunities. The company
plans to pursue inorganic growth opportunities in relatively larger markets such as Italy, Middle East and Africa. Further, the Company is
also evaluating tie-ups / arrangements with players having technology know-how in areas such as flares and incinerators systems and
electrolyser technology for hydrogen generation.

Industry outlook

India is the third largest oil consumer in the world and the oil demand is expected to reach 11 million barrels per day by calendar year
2045. Demand for Heating Equipment from Indian refineries, petrochemicals and fertilizer (urea) segments between Fiscals 2024 and
2029 is estimated at X 270,890 million i.e., approximately X 45,000 million on an annualized basis. Further, 61%, 37% and 2% of this de-
mand would come from petrochemicals, refineries and fertilizers (urea), respectively. Furthermore, 46%, 24%, 16% and 14% of this de-
mand would come from cracking furnaces, low capital expenditure heaters, high capital expenditure heaters and reformers, respectively
(Source: F&S Report).

Promoter and promoter group
Mascot Capital and Marketing Pvt Ltd, J]NK Heaters Co Ltd, Arvind Kamath, Goutam Rampelli, and Dipak Kacharulal Bharuka are the pro-
moters of the company. The promoters currently hold a pre-issue shareholding stake of 94.56 per cent in the company.

Brief Biographies of directors

e Arvind Kamath is the Promoter and the Chairperson & Whole Time Director of the company. He has been associated with the Com-
pany since August 16, 2010. He was previously associated with Sulzer Pumps India Pvt. Ltd, Chetra Seals Pvt. Ltd, Mascot Flowtech
Pvt. Ltd and Mascot Global Pvt. Ltd.

e  Goutam Rampelli is the Promoter and the Whole Time Director of the Company. He has been associated with the company since
August 31, 2015. He was previously associated with Larsen and Toubro Ltd and L&T Hydrocarbon Engineering Ltd.

e Dipak Kacharulal Bharuka is the Promoter, Whole Time Director & Chief Executive Officer of the company. He has been associated
with the company since March 14, 2011. He is also associated as a designated partner in NIAA Ventures LLP. He was previously asso-
ciated with Larsen and Toubro Ltd.

e Bang Hee Kim is the Non-Executive Director of the Company. He has been associated with the company since August 16, 2010. He is
also a member of Gas Safety Technology Deliberation Committee in Korea Gas Safety Corporation.

e Balraj Kishor Namdeo is an Independent Director of the Company. He has been associated with the company since June 3, 2023. He
has experience in the oil and gas industry and the petrochemical industry, and was previously associated with HPCL and Ratnagiri
Refinery and Petrochemicals Ltd.

e  Sudha Bhushan is an Independent Director of the Company. She has been associated with the Company since June 3, 2023.

e Raman Govind Rajan is an Independent Director of the Company. He has been associated with the Company since June 3, 2023.

e Mohammad Habibulla is an Independent Director of the Company. He has been associated with the Company since July 19, 2023. He
is currently the director of engineering with NPCC Engineering Pvt. Ltd and was previously associated with L&T - Chiyoda Ltd, Larsen
and Toubro Ltd and L&T Hydrocarbon Engineering Ltd.

e  Pravin Vyankatesh Sathe is the Chief Financial Officer of the Company. He has been associated with the Company since March 20,
2023. He was previously associated with Sankalpan Infrastructure Private Limited and AT&F India Fabrication Pvt. Ltd.

e  Ashish Soni is the Company Secretary and Compliance Officer of the Company. He has been associated with the company since Feb-
ruary 1, 2023.
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CONSOLIDATED FINANCIALS

PROFIT & LOSS

Sales

% change
EBITDA

% change
Depreciation
EBIT

Interest

Other Income
Exceptional items
PBT

% change

Tax

Tax Rate (%)
Reported PAT
Adj

Adj. PAT

% change

Post issue No. of shares (cr)
Adj EPS (Rs)

% change

CASH FLOW

PBT Adj.
Non-operating & non
cash adj.

Changes in W.C
C.F.Operating
Capital expenditure
Change in investment
Sale of investment
Other invest.CF

C.F - investing
Issue of equity
Issue/repay debt
Dividends paid
Other finance.CF

C.F - Financing
Change. in cash
Opening Cash
Closing cash

296.4
115.2
53.8
113
3.0
50.9
3.8
0.7
47.8
110
11.8
25
36.0

36.0
118

5.6
6.5
118

47.8
8.0

-17
38.8
-20.0

6.0
-11.0

-25.0

1.1
-0.6

0.5
14.4
8.0
22.4

407.3
37.4
69.3

29
6.6
62.7
4.2
4.2
62.7
31.1
16.3
26
46.4

46.4
29

5.6
8.3
29

62.7
13.0

-83
-7.3
-7.0
-29.0
11.0

-25.0

26.6
-1.4

25.1
-7.2
22.5
15.3

253.4

66.9
4.0
62.8
5.5
3.4

60.7

14.5
24
46.2

46.2

5.6
8.3

60.7
9.0

-79
-9.3
-9.0
3.0

-6.0

20.0

18.7
3.4
15.4
18.8

BALANCE SHEET

Cash

Accounts Receivable
Inventories

Other Cur. Assets
Investments

Deff. Tax Assets
Net Fixed Assets
CWIP

Intangible Assets
Other Assets

Total Assets
Current Liabilities
Provisions

Debt Funds

Other Fin. Labilities
Deferred Tax liability
Equity Capital
Reserves & Surplus
Shareholder’s Fund
Total Liabilities
BVPS (Rs)

RATIOS

25.7
110
62.4
25.1
24.0
0.8
19.7
0.4
0.2
268
153
6.4
15.0
18.6
3.2
9.6
62.6
72.2
268
13.0

47.2
114.4
82.1
49.6
211
2.5
20.4
0.4
0.3
338
124.2
25.2
441
15.9
6.2
9.6
112.6
122.2
338
22.0

36.6
136.2
107.2

74.7

69.3

2.2
23.8
1.4
0.3
1.7

453
166.6

20.2

68.0

16.8

13.3

9.7
158.9
168.6

453

30.3

Profitab. & Return
EBITDA margin (%)
EBIT margin (%)
Net profit mgn.(%)
ROE (%)

ROCE (%)

W.C & Liquidity
Receivables (days)
Inventory (days)
Payables (days)
Current ratio (x)
Quick ratio (x)
Turnover &Levg.
Net asset T.O (x)
Total asset T.O (x)
Int. covge. ratio (x)
Adj. debt/equity (x)
Valuation ratios
EV/Sales (x)
EV/EBITDA (x)
P/E (x)

P/BV (x)

*Annualised

18.2
17.2
12.1
49.9
57.2

101
75
56
1.6
0.9

25.7
1.5
13.5
0.2

7.8
43.2
64.1
32.0

17.0
15.4
11.4
37.9
39.1

101
105
36
2.1
i3

20.4
1.3
14.9
0.4

5.8
34.0
49.8
18.9

26.4
24.8
18.2
27.4
42.6

74
68
66
2.3
1.0

10.7
1.1

11.4
0.4

9.4
26.6*
37*
13.7
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DISCLAIMER & DISCLOSURES

Certification

We, Mithun T Joseph and Rajeev T, author of this Report, hereby certify that all the views expressed in this research report reflect our per-
sonal views about any or all of the subject issuer or securities. This report has been prepared by the Research Team of Geojit Financial
Services Limited, hereinafter referred to as Geojit.

For General disclosures and disclaimer: Please Visit : https://www.geojit.com/research-disclosures#fundamental-research

Regulatory Disclosures:

Group companies of Geojit Financial Services Limited are Geojit Technologies Private Limited (Software Solutions provider), Geojit Credits
Private Limited (NBFC), Geojit Investment Limited (financial Services Company ( yet to start operations)), Geojit Techloan Private Ltd
( P2P lending (yet to start operations)), Geojit IFSC Ltd ( a company incorporated under IFSC Regulations( yet to start operations)), Qurum
Business Group Geojit Securities LLC ( a joint venture in Oman engaged in Financial Services ), Barjeel Geojit Financial Services LLC (a
joint venture in UAE engaged in Financial Services), Aloula Geojit Capital Company (a joint venture in Saudi Arabia (Under Liquidation))
and BBK Geojit Securities Co. K.S.C.C (a subsidiary in Kuwait-engaged in Financial services ). In the context of the SEBI Regulations on Re-
search Analysts (2014), Geojit affirms that we are a SEBI registered Research Entity and in the course of our business as a stock market
intermediary, we issue research reports /research analysis etc. that are prepared by our Research Analysts. We also affirm and undertake
that no disciplinary action has been taken against us or our Analysts in connection with our business activities.

In compliance with the above mentioned SEBI Regulations, the following additional disclosures are also provided which may be consid-
ered by the reader before making an investment decision:

1. Disclosures regarding Ownership:

Geojit confirms that:

It/its associates have no financial interest or any other material conflict in relation to the subject company (ies) covered herein.
It/its associates have no actual beneficial ownership of 1% or more in relation to the subject company (ies) covered herein.
Further, the Analyst confirms that:

(i) He, his associates and his relatives have no financial interest in the subject company (ies) covered herein, and they have no other mate-
rial conflict in the subject company.

(ii) He, his associates and his relatives have no actual/beneficial ownership of 1% or more in the subject company covered.
2. Disclosures regarding Compensation:
During the past 12 months, Geojit or its Associates:

(a) Have not received any compensation from the subject company; (b) Have not managed or co-managed public offering of securities for
the subject company (c) Have not received any compensation for investment banking or merchant banking or brokerage services from
the subject company. (d) Have not received any compensation for products or services other than investment banking or merchant bank-
ing or brokerage services from the subject company (e) Have not received any compensation or other benefits from the subject company
or third party in connection with the research report (f) The subject company is / was not a client during twelve months preceding the
date of distribution of the research report.

3. Disclosure by Geojit regarding the compensation paid to its Research Analyst:

Geojit hereby confirms that no part of the compensation paid to the persons employed by it as Research Analysts is based on any specific
brokerage services or transactions pertaining to trading in securities of companies contained in the Research Reports.

4. Disclosure regarding the Research Analyst's connection with the subject company:

It is affirmed that we, Mithun T Joseph and Rajeev T, Research Analyst (s) of Geojit have not served as an officer, director or employee of
the subject company

Digitally signed by

RAJ EEV T R::::E;/Tu 23 Digitally signed by
5. Disclosure regarding Market Making activity: o 10550 MITHUN  yjirion ioseen

T JOSEPH Date: 2024.04.23
Neither Geojit/its Analysts have engaged in market making activities for the subject company. Date; 2024.04.2
6. “Registration granted by SEBI, membership of BASL (in case of IAs) and certification from NISM in no way guarantee performance of the

intermediary or provide any assurance of returns to investors.”

7. Standard Warning: “Investment in securities market are subject to market risks. Read all the related documents
carefully before investing.”

Please ensure that you have read the “Risk Disclosure Documents for Capital Market and Derivatives Segments” as prescribed by the Secu-
rities and Exchange Board of India before investing.

Geojit Financial Services Ltd. Registered Office: 34/659-P, Civil Line Road, Padivattom, Kochi-682024, Kerala, India. Phone: +91 484-
2901000, Website: www.geojit.com. For investor queries: customercare@geojit.com. Compliance officer: Ms. Indu K. Address: Geojit Fi-
nancial Services Limited, 34/659 P, Civil Lane Road, Padivattom, Kochi - 682024; Phone: +91 484-2901367; Email: compli-
ance@geojit.com. For grievances: Grievance Officer: Mr Nitin K; Address: Geojit Financial Services Limited,34/659 P, Civil Lane Road,
Padivattom, Kochi - 682024; Phone: +91 484-2901363; Email: grievances@geojit.com. Corporate Identity Number:
L67120KL1994PLC008403, SEBI Stock Broker Registration No INZ000104737, Research Entity SEBI Reg No: INH200000345, Investment
Adviser SEBI Reg No: INA200002817, Portfolio Manager: INP000003203, Depository Participant: IN-DP-325-2017, ARN Regn.Nos:0098,
IRDA Corporate Agent (Composite) No.: CA0226.
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