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Annual Report Analysis (Consolidated)

Source: CRORES. All figures  Crores. Pipeline: v5-Gemini — Wila - W3 - W1b+W2+WZ2F (parallel, notes-
injected) - Merge.

Investor Snapshot

# Analytical Point Sentiment

EIL is pivoting from traditional EPC to a high-margin "Green Integrator" model, securing early-stage

O
PMC roles in Green Hydrogen for major PSU refiners.
Revenue contracted 5.89% to 3,088 Cr, yet the order book reached a record 8,214 Cr, driven by a 0
strategic increase in private sector (23%) and international (13%) exposure.
Operating margins nearly doubled to 17.00% as the revenue mix shifted toward high-margin 0
consultancy services, successfully decoupling profitability from top-line decline.
PAT grew 30% to [680 Cr, though earnings quality is compromised by provision reversals and 0
aggressive Percentage of Completion Method (POCM) recognition.
The balance sheet remains exceptionally liquid and virtually debt-free, carrying cash and equivalents 0
of (1,327 Cr (DI/E 0.01x).
Cash conversion has deteriorated to critical levels, with CFO representing only 18.8% of PAT ( 109 Cr 0
vs 580 Cr), the lowest in recent history.
Working capital is under severe stress as unbilled revenue surged 35.7% to 804.08 Cr, now 0
representing a high 26% of total sales.
Earnings quality is under scrutiny following CAG objections regarding the "grossing up" of the 0
balance sheet and the misclassification of 58.30 Cr in cash flows.
Governance risks are elevated due to a non-compliant board (only 33% independent) and an audit 0
trail failure at the RFCL joint venture level.
A significant tail risk exists in the form of a 409.60 Cr Supreme Court litigation claim which remains 0
unprovided for against net worth.
The medium-term outlook is supported by massive revenue visibility from the record order book and 0
a successful strategic pivot to "EIL 4.0" green energy initiatives.
Investment View: WATCH; while the technical moat is robust, investors should wait for CFO/PAT to 0

exceed 0.70x and unbilled revenue to stabilize below 30% of sales.

FINAL RESEARCH SUMMARY: ENGINEERS INDIA LTD (EIL)

1. BUSINESS OVERVIEW

* Business Segments: EIL operates through two primary segments: Consultancy & Engineering (C&E),
which is high-margin and human-capital intensive, and Turnkey (EPC), which is low-margin with higher
execution risks.



* Revenue Drivers: Revenue is increasingly driven by a shift toward the private sector (now 23% of total
orders) and international markets (13% of orders), reducing dependency on Indian PSU hydrocarbon capex.

* Cost Drivers: Major costs include Employee Benefits (33.17% of sales), Technical Assistance/Sub-
contracts, and Construction Materials. Total expenses dropped by 13.37% this year, primarily in
construction materials.

« Industry Position: EIL is a legacy leader in hydrocarbon engineering, currently attempting a structural pivot
to "EIL 4.0" as a "Total Energy Solutions" provider.

» Expansion Plans: Aggressive positioning in Green Hydrogen, Biofuels (2G Ethanol), and Sustainable
Aviation Fuel (SAF). EIL has secured environmental clearances for green hydrogen projects for MRPL and
HPCL.

* International Footprint: Key anchors include the Abu Dhabi office (ADNOC framework) and the Mongolia
Refinery project, aimed at mitigating domestic cyclicality.

» Capacity & Moat: The company maintains a technical moat through "Smart Plant Systems" and Al-driven
engineering workflows to compete with global peers like Technip.

» Segment Performance: While Revenue fell 5.89%, the shift toward high-margin Consultancy has allowed
PAT to grow by 30%, decoupling profit from top-line contraction.

2. MANAGEMENT COMMENTARY & OUTLOOK

» Management is pivoting the company toward a "Total Energy Solutions" provider under the "EIL 4.0"
framework to ensure survival as clients move toward Net-Zero.

» The company achieved a record-breaking annual order inflow of 8,214 Cr, providing high top-line visibility for
coming years.

* EIL has committed to becoming a net-zero carbon emitter by 2035, aligning its engineering capabilities with
Green Hydrogen and Bio-refinery infrastructure.

« Strategic focus has shifted toward "Aatmanirbhar Bharat," prioritizing domestic vendors across 154 item
categories to develop an indigenous supply chain.

* Management highlights "Operational Excellence" through lean management and digital dashboards to protect
margins in the competitive Turnkey segment.

 The international strategy is centered on the Middle East (ADNOC) and Central Asia, aiming to increase the
share of high-margin international consultancy.

* There is a clear intent to re-rate the stock from a legacy PSU consultant to an "Energy Transition integrator."”

» Management Tone: The tone is strategically aggressive but operationally opaque. While management
successfully "sells the future" of green energy and record orders, the narrative remains silent on deteriorating
cash conversion cycles and significant litigation risks. The focus on order volume over composition and
collection suggests a promotional bias intended to mask structural working capital stress. (LAST BULLET
POINT)

3. FINANCIAL ANALYSIS

3.1 Financial Statements

Source: Screener.in — all monetary values in  Crores. Use these numbers directly.



P&L Statement ((JCrores)

Line Item Mar 2025 Mar 2024
Sales - 3,088.00 3,281.00
Sales Growth % -5.89 -1.48
Expenses - 2,573.00 2,982.00
Manufacturing Cost % 45.13 53.87
Employee Cost % 33.17 30.05
Other Cost % 5.04 6.97
Operating Profit 514.00 299.00
OPM % 17.00 9.00
Other Income - 160.00 219.00
Exceptional items 14.00 9.00
Other income normal 147.00 210.00
Interest 5.00 5.00
Depreciation 40.00 35.00
Profit before tax 630.00 478.00
Tax % 25.00 25.00
Net Profit - 580.00 445.00
Profit from Associates 108.00 85.00
Exceptional items AT 10.00 7.00
Profit excl Excep 570.00 439.00
Profit for PE 570.00 439.00
Profit for EPS 580.00 445.00
Profit Growth % 30.00 28.00
EPSinRs 10.32 7.92

Dividend Payout % 39.00 38.00



Balance Sheet ((ICrores)

Line Item Mar 2025 Mar 2024
Equity Capital 281.00 281.00
Reserves 2,388.00 1,965.00
Borrowings - 22.00 33.00
Short term Borrowings 0.00 0.00
Lease Liabilities 22.14 33.02
Other Borrowings 0.00 0.00
Other Liabilities - 2,574.00 2,454.00
Trade Payables 476.00 444.00
Advance from Customers 75.00 58.00
Other liability items 2,023.00 1,952.00
Total Liabilities 5,265.00 4,733.00
Fixed Assets - 295.00 298.00
Land 12.24 12.37
Building 269.74 270.20
Plant Machinery 16.30 11.54
Equipments 0.00 0.00
Computers 82.62 79.10
Furniture n fittings 38.05 37.34
Vehicles 4.09 2.49
Intangible Assets 0.00 0.00
Other fixed assets 88.46 81.12
Gross Block 511.50 494.16
Accumulated Depreciation 216.72 196.58
CWIP 46.00 36.00
Investments 1,395.00 1,380.00
Other Assets - 3,530.00 3,020.00
Inventories 1.00 1.00
Trade receivables - 444.00 336.00
Receivables over 6m 263.00 245.00
Receivables under 6m 304.00 219.00
Prov for Doubtful -123.00 -129.00
Cash Equivalents 1,327.00 1,219.00
Loans n Advances 374.00 306.00
Other asset items 1,384.00 1,158.00

Total Assets 5,265.00 4,733.00



Cash Flow Statement (CICrores)

Line Item Mar 2025 Mar 2024
Cash from Operating Activity - 109.00 222.00
Profit from operations 425.00 303.00
Receivables -400.00 -61.00
Inventory 0.00 1.00
Payables 217.00 35.00
Loans Advances 0.00 0.00
Other WC items 0.00 0.00
Working capital changes -183.00 -25.00
Direct taxes -132.00 -56.00
Other operating items 0.00 0.00
Cash from Investing Activity - -36.00 145.00
Fixed assets purchased -42.00 -34.00
Fixed assets sold 1.00 0.00
Investments purchased 0.00 0.00
Investments sold 160.00 2.00
Interest received 82.00 138.00
Dividends received 11.00 30.00
Investment in group cos 0.00 0.00
Other investing items -248.00 10.00
Cash from Financing Activity - -185.00 -180.00
Dividends paid -169.00 -169.00
Financial liabilities -17.00 -11.00
Other financing items 0.00 0.00
Net Cash Flow -112.00 187.00
Free Cash Flow 68.00 188.00
CFO/OP 47.00 93.00

Key Ratios ([ICrores)

Line Item Mar 2025 Mar 2024
Debtor Days 53.00 37.00
Inventory Days 0.00 0.00
Days Payable 0.00 0.00
Cash Conversion Cycle 53.00 37.00
Working Capital Days -101.00 -124.00

ROCE % 25.00 22.00



3.2 Financial Analysis Summary

* Revenue from operations declined by 5.89% to [8,088.00 Cr, yet PAT surged by 30% to [580.00 Cr, driven
by a significant shift in project mix toward higher-margin Consultancy services and a sharp 13.37% reduction
in total Expenses.

* Operating Profit margins (OPM) nearly doubled from 9.00% to 17.00%, aided by a [44.24 Cr reversal of
Provisions for "Contractual Obligations" and "variation considerations" in the Consultancy segment.

» Trade Receivables ([444.00 Cr) and Unbilled Revenue ((804.08 Cr) combined grew by 34.53% YoY
despite falling Revenue, signaling aggressive revenue recognition under the POCM method or delays in
client certifications.

* CFO quality is poor, with CFO of [109.00 Cr representing only 18.8% of PAT, primarily due to a massive
[400.00 Cr cash absorption by Trade Receivables and other working capital items.

» The company maintains a robust Balance Sheet with Cash Equivalents of [1,327.00 Cr and is virtually
debt-free, with Total Debt consisting only of [22.14 Cr in Lease Liabilities.

» Other Income of [160.00 Cr contributes 25.4% of Profit Before Tax, largely derived from interest on term
deposits, though the CAG noted a misrepresentation of [11.87 Cr in FX gains by creating matching ECL
provisions.

» Working Capital remains negative at -101 days, but the Cash Conversion Cycle deteriorated from 37 to 53
days as Debtor Days increased, reflecting the growing weight of uncollected dues.

* ROCE improved to 25.00% from 22.00%, while ROE rose to 21.73%, indicating high capital efficiency despite
the revenue contraction.

* Fixed Assets remained flat at [295.00 Cr, with Capex of [42.00 Cr being largely offset by Depreciation of
[40.00 Cr, suggesting a low-intensity capital model.

« Capital Allocation remains focused on shareholders, with a Dividend Payout of 39.00% ([1.69.00 Cr) which
exceeds the year's Free Cash Flow of [68.00 Cr, funded by existing cash reserves.

» Other Assets are impacted by Advances to Vendors of [839.66 Cr, which includes [178.00 Cr deposited
with courts, rendering a significant portion of "current" assets illiquid and contingent on legal outcomes.

 Other Liabilities saw a surge in Income Received in Advance to [848.96 Cr, a positive lead indicator, while
Other Expenses decreased to [235.98 Cr due to lower sub-contracting requirements.

» The dominant financial theme of the year is "Margin Expansion via Mix-Shift at the Expense of Cash
Quality," where accounting profits have reached record highs while actual cash generation has been stifled
by aggressive unbilled revenue recognition and working capital lock-up.

3.3 Contingent Liabilities & Commitments

« Litigation: A major claim of [409.60 Cr by a contractor is pending in the Supreme Court regarding a 2016
contract termination. Management has made no provision.

» Tax Disputes: Significant judgment is involved in assessing "Taxation and litigation exposures,” flagged as a
Key Audit Matter.

» Counter Claims: The company has filed counter-claims amounting to [129.07 Cr against the
aforementioned contractor.

» Guarantees: The company faces potential outflows from commercial claims and tax disputes where the
probability of outflow is assessed as "not probable" by management but flagged by auditors.



3.9 Earnings Quality & Forensic Checks



# Check

1

10

11

12

PAT vs CFO trend

Receivables &
channel-stuffing
signal

Revenue timing
(unbilled/contract
assets)

Revenue from
related parties %

Inventory vs revenue
growth

Inventory valuation
method change

Exceptional items in
operating profit

Depreciation rate vs
useful life policy

Provision reversals
boosting PAT

Tax rate consistency
+ cash tax vs P&L
tax

CWIP age and
stalling projects

Deferred tax asset
recognition
adequacy

RPT quantum and
trend

Impact

Profit | — earnings overstate
cash; [400 Cr receivable spike
limits CFO to 18.8% of PAT.

Revenue 11 — aggressive
recognition; receivables +

unbilled assets rose 34.5%
despite 5.9% sales decline.

Revenue 1 — POCM judgment;
unbilled revenue grew 35.7% to

[B04 Cr, increasing estimation
risk.

Neutral — low direct RPT
revenue; focus is on employee
loans and JV investments.

Neutral — asset-light model;
inventory is negligible at (1 Cr
for a consultancy-heavy firm.

Neutral — no change; inventory

is immaterial to the
consolidated balance sheet.

Profit 1+ — non-core boost; (14
Cr exceptional gain included in
PBT calculation.

Profit 1 — conservative policy;
100% write-off for assets
<[5,000 limits future
depreciation drag.

Profit + — provision reversal of

[44.24 Cr directly inflated PBT
by ~7%.

Profit | — cash tax drag; (132

Cr direct tax paid exceeds P&L

tax expense.

Neutral — moderate growth;
CWIP increased by (10 Cr,
consistent with minor PPE
additions.

Neutral — stable; tax rate

remains consistent at 25% with

no major DTA write-downs.

Neutral — governance risk;
employee loans of [143 Cr

Status

Evidence

PAT 680 Cr vs CFO
(109 Cr.

Receivables [444 Cr
+ Unbilled (804 Cr
vs Sales [B,088 Cr.

Unbilled [(804.08 Cr
vs [692.38 Cr (LY).

Loans to employees
[143.25Cr.

Inventory [1.00 Cr
(FY25) vs [1.00 Cr
(FY24).

Inventory [1.00 Cr.

Exceptional items
[14.00 Cr.

Depreciation [#0 Cr;
Gross Block [511.5
Cr.

Contractual
obligation provision
reversal [44.24 Cr.

Tax Rate 25%; Cash

Tax 132 Cr vs P&L
Tax ~[150 Cr.

CWIP [46.00 Cr vs
[86.00 Cr (LY).

Tax % 25.00.

Employee loans
[143.29 Cr.

Notes Detail

CFO/PAT divergence driven
by unbilled revenue and
trade receivable growth
(p.362).

CAG noted [42.37 Cr "gross
up" of receivables without
revenue for Sonangol project
(p.343).

Auditor KAM highlights
complexity in estimating
"forecast costs to complete"
under POCM (p.352).

Audit trail deficiency noted at
RFCL (JV) level regarding
database changes (p.356).

Construction materials
expense dropped 36%,
reflecting shift to high-margin
consultancy (p.360).

Accounting policy remains
consistent; inventory is a
minor component of EPC
projects.

Exceptional items after tax
contributed [10 Cr to the final
net profit (p.360).

Uses higher of technical
evaluation or Schedule II
rates; conservative 100%
depreciation policy (p.369).

Note 20B shows provisions
decreased from [595.97 Cr
to [(651.73 Cr (p.362).

Auditor KAM highlights
taxation and litigation
exposures as areas of
significant judgment (p.352).

Fixed asset purchases of [42
Cr in CFO statement support
the CWIP movement.

Management judgment
applied to litigation
exposures which impacts
deferred tax calculations
(p.352).

CARO 2020 deficiency:
outstanding balance reported



# Check Impact Status Evidence Notes Detail

flagged for reporting was higher than amount
deficiencies. granted (p.345).

. Cash equivalents of 1,327
Neutral — sustainable; (169 Cr

Dividend paid vs . Dividend [169 Cr vs Cr provide ample liquidity for
dividend well-covered by cash O .
FCF adequacy . FCF [68 Cr. payouts despite CFO
reserves despite low FCF. olatilit
volatility.

Profit 1 — overstates core
Overstates Net Cash Flow

Cash Flow cash; [58.30 Cr employee CAG Obijection ) .
15 . L . . O from Operating Activities by
Misclassification loans misclassified as (p.345). 28.82 C
. r.
Operating instead of Investing.
Revenue 1| — masks non-
performing assets; [42.37 Cr L Relates to 2016 Sonangol
Balance Sheet ] . ) CAG Objection )
16 . receivable recognized with O project; obscures true age of
Grossing Up o (p.343). -
matching liability but no receivables.
revenue.
Neutral — internal control risk; ) Risk of unauthorized data/
. . . - Auditor Report ] ]
17  Audit Trail Controls audit trail disabled at database O (0.356) payroll manipulation at the
level for JV (RFCL). p- ' joint venture level.

4. MANAGEMENT & GOVERNANCE

A. Auditor Report & Key Audit Matters * Audit Opinion: Unqualified. * KAM 1: Revenue Recognition (POCM):
Complexity in estimating "forecast contract revenue and costs." High risk of material adjustments if estimates for
contract variations or liquidated damages are inaccurate. * KAM 2: Contingent Liabilities & Taxation:
Significant judgment required to assess outflows for commercial claims and tax disputes. Potential for under-
provisioning given the scale of litigation. * Emphasis of Matter: Supreme Court litigation regarding a 2016
contract termination ([#09.60 Cr claim). No provision created. * CAG Objections: Flagged "Grossing Up" of the
balance sheet ((#2.37 Cr) and misclassification of employee loans ([58.30 Cr) in the Cash Flow Statement.

B. Related Party Transactions | Party | Relationship | Nature | Amount | Concern | | :--- | :-=- | i=-- | :--- | :--- | | EIL
Employees | Employees | Loans Outstanding | 143.25 Cr | Cash Leakage; >100% of CFO | | EIL Directors |
KMP | Loans Outstanding | 0.30 Cr | Neutral | | PF Trust | Post-Employment | Impairment Reversal | 69.88 Cr |
Accounting Volatility | | RFCL | Joint Venture | Internal Control Issue | Not Quantified | CAudit trail disabled |

C. Shareholding * Promoter (Govt. of India): 51.32% (No pledge) * Fll: 7.79% | DIl: 18.05% | Public: 22.84%

D. Board Composition + KMP Compensation * Total Directors: 12. Independent %: 33.33% (4/12) — [ONon-
compliant (requires 50% for Executive Chair). * Women Directors: 2 (Vartika Shukla, Karuna Gopal). * KMP
Compensation: Individual details not disclosed. Aggregate employee costs rose 3.90% to [1,023.85 Cr while
revenue fell 5.89%, indicating a lack of variable cost linkage.

F. Capital Allocation & Capex | Action | FY Current (JCr) | FY Prior (JCr) | % of CFO | Signal | | :--- | :--- | === | :---
| :--- | | Dividends Paid | 169.00 Cr | 169.00 Cr | 155.05% | (| | Capex (Fixed Assets) | 42.00 Cr | 34.00 Cr |
38.53% | 0| | Interest Received | 82.00 Cr | 138.00 Cr | 75.23% | Positive | | Working Capital Inv. | 183.00 Cr |
25.00 Cr | 167.89% | O]

CAPEX Analytical Notes: * CFO Coverage of Capex: 2.60x. However, CFO fails to cover the combined
burden of Capex and Dividends (Total: (211 Cr vs CFO: [109 Cr). * Nature of Capex: Defensive; primarily IT
hardware ((82.62 Cr) to support digital transformation. * Deployment Efficiency: Revenue fell 5.89% despite a
23.5% increase in capex, suggesting investments are maintaining the moat rather than driving growth.



H. Risks * Litigation (High): Supreme Court case ([#09.60 Cr) represents 17% of Reserves. * Unbilled
Revenue (High): [804.08 Cr in contract assets risks massive write-downs if client certifications fail. *
Receivable Aging (Medium): [42.05 Cr in undisputed dues > 3 years; total credit impaired receivables at
[122.66 Cr. * Internal Control (Medium): Audit trail disabled at JV level (RFCL) risks data manipulation.

5. SCORECARD & VERDICT

Part A: Scorecard

Dimension Key Evidence One-line Rationale
. . 23% Private orders; 13% Strong technical moat and successful
Business Quality 4 - . e
Intl diversification into green energy.
. . Debt-free with massive cash reserves, though CFO
Financial Health 4 = D/E 0.01x; Cash (1,327 Cr .
is currently weak.
. ) CFO/PAT 0.19; Unbilled Profits are boosted by provision reversals and
Earnings Quality 2 1 . -
Rev [804 Cr aggressive POCM recognition.
Management & 9 . 33% Independent; CAG Non-compliant board independence and significant
Governance Objections CAG audit flags.
Capital Allocation & 3 Div > FCF; Order book High visibility from orders, but dividends are
Visibility - (8,214 Cr depleting cash rather than CFO.

BUSINESS POSITIVES (for this company this year) * [0Order Inflow: Achieved highest-ever annual order
inflow of (8,214 Cr. * OMargin Expansion: OPM nearly doubled to 17.00% due to high-margin consultancy
shift. * OPrivate Sector Traction: Private sector contribution rose to 23% of total orders. * JSolvency: Virtually
debt-free with Cash Equivalents of [1,327.00 Cr. * (Strategic Pivot: Successfully secured early-stage PMC
roles in Green Hydrogen for HPCL/MRPL.

BUSINESS NEGATIVES /| CONCERNS (for this company this year) * [JCash Conversion: CFO is only
18.8% of PAT ([1L09 Cr vs (580 Cr). * []Working Capital Stress: Unbilled Revenue surged 35.7% to [(804.08
Cr while sales declined. * [Litigation Risk: [409.60 Cr Supreme Court claim represents a significant tail risk. *
OAudit Flags: CAG objected to [58.30 Cr cash flow misclassification and balance sheet "grossing up." * [
Governance Gap: Board is non-compliant with only 33.33% independent directors.

OVERALL SCORECARD SUMMARY Engineers India Ltd presents a dichotomy of strong strategic positioning
and deteriorating financial transparency. While the business is successfully pivoting toward high-margin
consultancy and green energy with a record order book, the quality of earnings has significantly weakened,
evidenced by a dismal CFO/PAT ratio of 0.19. Governance is a growing concern due to non-compliant board
composition and multiple CAG objections regarding financial misclassification. The company is on a stable but
high-risk trajectory, where technical superiority is being offset by aggressive accounting and litigation
overhangs.



Part B: Governance Check Matrix

# Check

1 Audit opinion clean?

2 Promoter pledge = 0?

3 KMP pay < 5% of PAT?

2 RPT quantum < 5% of
revenue?

5 Board > 50% independent?

6 At least 1 woman director?

. No statutory dues
outstanding?

8 No fraud reported?

9 Audit trail enabled?

10 Frequent Auditor change

Total: 7.5/10 [J— Governance
Rating: 3

Part C: Investor Verdict

Status

O

O

Evidence
Unqualified opinion (p.352).
0.00% pledged.

Aggregate employee cost growth is modest.

4.65% of revenue.

Only 33.33% independent (p.47).
2 women directors (Vartika Shukla, Karuna
Gopal).

No major defaults reported.

No fraud reported in CARO.
Disabled at JV level (RFCL) (p.356).

Standard PSU rotation.

THESIS: EIL is a technically superior energy consultant transitioning to a "Green Integrator” with a record order
book, but currently plagued by poor cash conversion and governance red flags. OVERALL STANCE: WATCH
RATIONALE: The massive divergence between PAT and CFO, combined with CAG objections, necessitates
waiting for a quarter of improved cash collection. RE-EVALUATE WHEN: CFOI/PAT exceeds 0.70x for two
consecutive quarters. BULL CASE: Rapid conversion of the [8,214 Cr order book into high-margin consultancy
revenue with timely client certifications. BEAR CASE: Crystallization of the [409.60 Cr Supreme Court liability or
a massive write-down of the (804 Cr unbilled revenue. KEY MONITORABLE: Unbilled Revenue as % of

Sales: Current 26% - Watch threshold >30%.



7. YEAR-OVER-YEAR ANALYSIS

7.1 Changes

Metric /| Theme Summary A Status

9% OPM; margins
pressured by low-
margin Turnkey
projects.

Margin Trajectory

Cash Conversion
(CFOIPAT)

0.50; 50% of profits
converted to cash.

Working Capital [588.64 Cr (18% of

(Unbilled Revenue); signaling
Revenue) billing lags.
Capital (169 Cr dividend fully
Allocation covered by 188 Cr
(Dividends) Free Cash Flow.

Defensive posture;
Management .

42.86% independent
Tone &

board; PF Trust
Governance

bailout.

Balance Sheet

. receivables and
Integrity

litigation.

7.2 Persistent Patterns

Standard audit flags on

Summary B Status

17% OPM; margins doubled
due to consultancy mix and
provision reversals.

0.19; less than 20% of
profits converted to cash.

[804.08 Cr (26% of
Revenue); significant spike
despite falling sales.

[169 Cr dividend exceeds
[68 Cr Free Cash Flow.

Aggressive "EIL 4.0"
narrative; 33.33%
independent board; CAG
objections.

CAG objections regarding
"grossing up" assets and
misclassifying employee
loans.

Forensic Takeaway

The margin expansion is high-quality in origin
but partially inflated by non-recurring provision
reversals of [44.24 Cr.

Earnings quality has severely deteriorated as
reported profits are increasingly trapped in
working capital rather than liquid inflows.

The widening gap between recognized revenue
and actual billing suggests aggressive use of
POCM estimates or systemic client certification
delays.

The company has transitioned to a capital-
eroding payout model, using balance sheet cash
to sustain dividends that operations can no
longer afford.

Management is using a promotional "Energy
Transition" narrative to mask weakening
governance and specific regulatory objections
regarding financial misclassification.

New regulatory scrutiny suggests management
may be artificially inflating the balance sheet
size to obscure the aging of non-performing
assets.

* Pristine Solvency Profile: The company maintains a virtually debt-free balance sheet (D/E 0.01x) with
cash reserves consistently exceeding 1,200 Cr, providing a massive valuation floor.

« Structural Litigation Overhang: Contingent liabilities and legal claims (ranging from [400 Cr to (850
Cr) represent a permanent and significant threat to 15-20% of the company's net worth.

« Extreme Revenue Concentration: The business remains structurally tethered to the PSU ecosystem, with
the Turnkey segment consistently deriving nearly all revenue from a few government-backed entities.

» Asset-Light Operational Model: Capex remains strictly defensive and focused on IT/digitalization,
maintaining a high ROCE profile regardless of top-line volatility.

* Subjective Revenue Recognition: The Percentage of Completion Method (POCM) remains a perennial Key
Audit Matter, highlighting persistent management discretion in estimating project costs and profit

timing.

* Fixed Dividend Outflow: Management prioritizes a consistent absolute dividend payout ([169 Cr) to satisfy
the majority shareholder (Gol), regardless of fluctuations in operational cash flow quality.

» Chronic Receivable Stress: Long-dated PSU payment cycles and disputed dues >3 years remain a
permanent fixture of the balance sheet, acting as a constant drag on liquidity.
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