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Investor Snapshot

# Analytical Point Sentiment

1
EIL is pivoting from a high-margin consultancy moat toward a 51.7% turnkey project mix, increasing cyclicality

and structurally diluting margins despite a 75% PSU client concentration.
🟡 Neutral

2
Top-line performance remains sluggish with revenue contracting 5.89% to ₹3,088 Cr, reflecting

execution headwinds and a transition in the project lifecycle.
🔴 Negative

3
Operating margins demonstrated significant resilience as EBITDA surged 71.9% to ₹514 Cr, driven by

optimized manufacturing costs and project-specific efficiencies.
🟢 Positive

4
Reported PAT of ₹580 Cr and an improved ROCE of 25% suggest high capital efficiency, though these

figures are currently decoupled from cash reality.
🟢 Positive

5
The balance sheet remains a fortress with a negligible 0.01x D/E ratio and ₹1,327 Cr in cash

equivalents, providing a substantial buffer against macro volatility.
🟢 Positive

6
Cash conversion has collapsed to a critical 0.19x CFO/PAT ratio, with only ₹109 Cr in operating cash

generated against ₹580 Cr in reported profit.
🔴 Negative

7
Capital allocation is aggressive and potentially unsustainable, with ₹169 Cr in dividends funded by

liquidating ₹160 Cr of investments rather than operational surplus.
🔴 Negative

8
Earnings quality is deteriorating as unbilled contract assets reached ₹684.12 Cr (21% of revenue),

while receivables older than six months grew 16% to ₹215.30 Cr.
🔴 Negative

9
Governance risks have surfaced following a ₹14.2 Cr shareholder-funded bailout of the employee PF

trust and high RPT loan exposure to joint ventures.
🔴 Negative

10
Significant contingent liabilities, including ₹412.60 Cr in tax litigation and ₹85.60 Cr in outstanding

statutory dues, pose a threat to the net cash position.
🔴 Negative

11
The "EIL 4.0" strategy provides long-term optionality through Green Hydrogen and Energy Transition

PMC contracts, which could re-establish the high-margin consultancy core.
🟢 Positive

12
Maintain WATCH stance; key monitorables for re-rating include the recovery of the CFO/PAT ratio to >0.70x

and the compression of unbilled revenue below 10% of sales.
🟡 Neutral

1. BUSINESS OVERVIEW (In Bullet Points)

Business Segments & Revenue Mix Shift: EIL operates a dual-engine model consisting of Consultancy &

Engineering Projects (high-margin, asset-light) and Turnkey Projects (low-margin, capital-intensive). There

is a structural shift toward Turnkey projects, which now account for 51.72% (₹1,671.91 Cr) of total revenue.

Revenue Drivers: Revenue is primarily driven by domestic refinery and petrochemical expansion cycles. The

company is increasingly becoming a proxy for PSU capex, with over 75% of revenue derived from PSU Oil &

Gas entities such as IOCL, BPCL, and HPCL.

• 

• 



Cost Drivers: The primary cost driver for Consultancy is Employee Benefit Expenses (₹842.15 Cr),

representing 26.05% of revenue. Turnkey projects are dominated by Sub-contracting & Construction

Costs (₹1,412.60 Cr), making the company vulnerable to commodity price swings and contractor delays.

Industry Position: EIL maintains a near-monopoly on complex hydrocarbon engineering in India within its

Consultancy segment. However, in the Turnkey segment, it acts as a project manager where margins are thin

(2-4%) and competition is higher.

Expansion Plans & Strategic Pivot: The company is transitioning from a legacy hydrocarbon firm to an

"Energy Transition" integrator under the "EIL 4.0" initiative, focusing on Green Hydrogen, Bio-fuels, and Net

Zero consulting.

Geographical Presence: While primarily domestic, there is a renewed push for international projects in the

Middle East and Africa to reduce dependency on Indian PSU capex cycles.

Capacity & Infrastructure: CWIP increased 27.7% to ₹46.00 Cr, signaling ongoing internal infrastructure and

IT upgrades (engineering software) rather than physical plant expansion.

2. MANAGEMENT COMMENTARY & OUTLOOK

Management has adopted an expansionary narrative termed "EIL 4.0," focusing on digitalization and

international diversification to evolve into a "Global Technology Solution Provider."

The strategic focus is shifting toward the "Energy Transition" sector, positioning EIL as the preferred Project

Management Consultant (PMC) for India’s National Green Hydrogen Mission.

Management is transparent about the structural shift toward Turnkey (LSTK) projects to protect the top line,

despite the inherent margin dilution.

There is a visible gap between the digitalization rhetoric and actual capex, which remains focused on routine

IT hardware upgrades (Computers and IT hardware increased to ₹82.62 Cr).

The company is diversifying away from pure services into asset ownership through JVs like Ramagundam

Fertilizers (RFCL), though this introduces operational risks outside core competencies.

Management acknowledges the "cautiously expansionary" environment but faces challenges in liquidating

long-standing PSU dues, with 31.6% of receivables aged over 3 years.

A commitment to immediate shareholder yield is confirmed by the declaration of a Second Interim Dividend in

February 2026, despite weak cash flow conversion.

Management Tone: The tone is pragmatic but bureaucratic. While management is successfully securing

large Turnkey orders to maintain revenue scale, there is a lack of a clear timeline for improving cash

conversion or reclaiming high-margin status. The vision remains aspirational until the massive unbilled

revenue is converted to cash. (Narrative Verdict: Cautiously Expansionary / Bureaucratic).

3. FINANCIAL ANALYSIS

3.1 Financial Statements

Source: Screener.in — all monetary values in ₹ Crores. Use these numbers directly.
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P&L Statement (₹ Crores)

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

EPS in Rs 10.32 7.92

Dividend Payout % 39.00 38.00



Balance Sheet (₹ Crores)

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 (₹ Crores)

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 (₹ Crores)

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

Despite a 5.89% decline in Revenue to ₹3,088.00 Cr, Operating Profit surged by 71.9% to ₹514.00 Cr,

driven by a significant reduction in Manufacturing Cost % from 53.87% to 45.13%, attributed to a shift in the

project mix where Turnkey Projects (LSTK) now contribute 51.72% of total revenue.

OPM % expanded from 9.00% to 17.00% as the company optimized its cost structure, although Employee

Cost % rose to 33.17% of Revenue (₹842.15 Cr), reflecting the knowledge-intensive nature of the 

Consultancy & Engineering Projects segment which accounts for 48.28% of the top line.

Net Profit grew 30% to ₹580.00 Cr, supported by ₹108.00 Cr in Profit from Associates, yet earnings quality

is pressured by a heavy reliance on Other Income (₹160.00 Cr), which includes ₹82.00 Cr of interest

received.

Trade Receivables on the Balance Sheet increased to ₹444.00 Cr, but a deeper look reveals a massive

build-up of Contract Assets (Unbilled Revenue) at ₹684.12 Cr (21.16% of revenue), signaling aggressive

revenue recognition under the "Input Method" before billing milestones are achieved.

The Cash Conversion Cycle deteriorated from 37 to 53 days, primarily due to Debtor Days rising to 53.00,

with Receivables Outstanding > 6 Months growing by 16% to ₹215.30 Cr, indicating procedural delays or

disputes with PSU clients.

CFO of ₹109.00 Cr shows a severe divergence from Net Profit of ₹580.00 Cr (a CFO/PAT ratio of just 0.19),

largely due to a ₹400.00 Cr cash outflow for Receivables, confirming that profits are not yet translating into

liquid cash.

The company maintains a robust, nearly debt-free Balance Sheet with Total Debt (comprising only Lease

Liabilities) at ₹22.00 Cr, resulting in a negligible Debt/Equity ratio of 0.01 and a superior Interest Coverage

of 127.00.

Cash Equivalents remain a major strength at ₹1,327.00 Cr, providing a significant liquidity buffer against 

Contingent Liabilities which include ₹412.60 Cr in disputed Income Tax Demands and ₹1,240.50 Cr in 

Performance Guarantees.

ROCE % improved to 25.00% from 22.00%, reflecting higher capital efficiency, while Fixed Assets remained

stable at ₹295.00 Cr, suggesting a low-asset-intensity model.

Capital Allocation remains focused on shareholders with a Dividend Payout % of 39.00 (₹169.00 Cr paid),

though Free Cash Flow dropped significantly to ₹68.00 Cr from ₹188.00 Cr due to the working capital drag.

Other Assets rose to ₹3,530.00 Cr, driven by ₹185.40 Cr trapped in Balances with Statutory Authorities

(GST/Tax refunds), which acts as a significant cash trap and constrains immediate liquidity.

Other Expenses were impacted by a spike in Legal & Professional Charges (₹48.20 Cr), correlating with

high volumes of pending tax litigation and arbitration, and a Provision for Doubtful Debts of ₹15.30 Cr.

Overall Synthesis: The dominant financial theme of the year is "Paper Growth vs. Cash Stagnation"—while

margins and reported profits have surged due to project mix shifts and cost optimization, the actual cash

generation has collapsed due to a massive build-up in unbilled revenue and delayed PSU receivables.

3.3 Contingent Liabilities & Commitments

Income Tax Demands (under appeal): ₹412.60 Cr (Represents 71% of Net Profit).

Service Tax / GST Matters: ₹185.30 Cr.

Performance Guarantees: ₹1,240.50 Cr (Risk of liquidated damages if project timelines are missed).

Capital Commitments (Net of Advances): ₹45.20 Cr.
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3.9 Earnings Quality & Forensic Checks



# Check Impact Status Evidence Notes Detail

1 PAT vs CFO trend

Profit ↓ — earnings overstate

cash; ₹580 Cr PAT vs ₹109

Cr CFO indicates poor cash

conversion.

🚩

PAT ₹580 Cr, CFO

₹109 Cr (FY25). CFO/

OP ratio dropped from

93% to 47%.

Gap driven by ₹400 Cr

receivable build-up and

unbilled revenue (Contract

Assets) of ₹684.12 Cr.

2

Receivables &

channel-stuffing signal

(receivables +

inventory build vs

revenue)

Revenue ↑↓ — aggressive

booking risk; receivables

grew 32% while sales

declined by 5.89%.

🚩

Receivables ₹444 Cr

(FY25) vs ₹336 Cr

(FY24). Sales ₹3,088

Cr vs ₹3,281 Cr.

Receivables > 6 months

increased 16% YoY to

₹215.30 Cr; indicates

procedural delays or

disputes.

3

Revenue timing

(unbilled / contract

assets + deferred

revenue / advances)

Revenue ↑ — aggressive

recognition; contract assets

at 21% of revenue suggest

income booked before billing.

⚠

Contract Assets:

₹684.12 Cr. Contract

Liabilities: ₹412.30 Cr.

Note 2.3: Revenue

recognized via "Input

Method." Auditor KAM

highlights subjectivity in

"Costs to Complete."

4
Revenue from related

parties %

Neutral — low concentration

risk; services to JVs/

Associates represent less

than 1% of total revenue.

✅

Services to JVs:

₹12.40 Cr. Total

Revenue: ₹3,232.36

Cr.

RPT primarily involves

support services to

Ramagundam Fertilizers

and other JV entities.

5
Inventory vs revenue

growth

Neutral — negligible impact;

inventory is immaterial for

this service-heavy

engineering and consultancy

business.

✅

Inventory: ₹1.00 Cr

(FY25) vs ₹1.00 Cr

(FY24).

Inventory consists only of

minor stores and spares

(₹12.10 Cr in detailed

notes).

6
Inventory valuation

method change

Neutral — no policy shift;

consistent valuation of minor

stores and spares at lower of

cost/NRV.

✅

No change reported in

FY25 financial

statements.

Accounting policy remains

consistent with prior years

for minimal inventory

holdings.

7
Exceptional items in

operating profit

Profit ↑ — non-core boost;

₹14 Cr exceptional gain

included in PBT inflates the

bottom line.

⚠

Exceptional items:

₹14.00 Cr (FY25) vs

₹9.00 Cr (FY24).

Exceptional items are

excluded from "Profit for

PE" (₹570 Cr) to reflect core

performance.

8
Depreciation rate vs

useful life policy

Profit ↑ — lower expense;

depreciation remains low at

1.3% of sales despite shift to

LSTK.

✅

Depreciation: ₹40 Cr

(FY25). Gross Block:

₹511.50 Cr.

Uses SLM based on

Schedule II. No significant

changes in estimates or

useful lives noted.

9
Provision reversals

boosting PAT

Profit ↑ — non-cash gain; ₹6

Cr reduction in doubtful debt

provision provides a minor

PAT cushion.

⚠

Prov for Doubtful: -

₹123 Cr (FY25) vs -

₹129 Cr (FY24).

Provision for Doubtful Debts

in Other Expenses noted at

₹15.30 Cr, suggesting new

specific provisions.

10
Tax rate consistency +

cash tax vs P&L tax

Profit ↓ — cash outflow; cash

tax paid (₹132 Cr) matches

P&L tax provision (25%).

✅
Tax %: 25.00%. Direct

Taxes Paid: ₹132 Cr.

Contingent liability of

₹412.60 Cr for tax demands

under appeal remains a

significant future risk.

11
CWIP age and stalling

projects

Neutral — low asset risk;

CWIP is small relative to total

assets and relates to IT/

Office.

✅

CWIP: ₹46.00 Cr

(FY25) vs ₹36.00 Cr

(FY24).

CWIP represents ongoing

internal infrastructure/

computer upgrades, not

stalled client projects.

12
Deferred tax asset

recognition adequacy

Neutral — conservative

stance; no aggressive DTA ✅

Other asset items:

₹1,384 Cr (includes

statutory balances).

Balances with Statutory

Authorities (₹185.40 Cr)



# Check Impact Status Evidence Notes Detail

recognition noted despite

high volume of tax litigation.

represent GST/Tax refunds

rather than DTAs.

13
RPT quantum and

trend

Neutral — stable

governance; RPT remains

limited to dividends and

small service fees from JVs.

✅

Dividend from JVs:

₹8.60 Cr. Loans to

JVs: ₹45.00 Cr.

Advance of ₹45 Cr to JVs

requires monitoring for

recoverability due to project

gestation delays.

14
Dividend paid vs FCF

adequacy

Profit ↑↓ — liquidity strain;

dividend payout (₹169 Cr)

exceeds Free Cash Flow

(₹68 Cr).

⚠
Dividends paid: ₹169

Cr. FCF: ₹68 Cr.

High dividend payout

despite low FCF is

supported by massive cash

reserves of ₹1,327 Cr.

15
Auditor KAM:

Revenue Subjectivity

Profit ↑↓ — Estimation risk;

auditor flagged subjectivity in

"Stage of Completion" for

LSTK projects.

🚩 Note 2.3 / KAM 1

Misestimation of future

costs directly impacts

current profit recognition.

16 PF Trust Bailout

Profit ↓ — Governance flag;

₹14.2 Cr of shareholder

funds used to cover

"stressed investments" in

Employee PF Trust.

🚩
Worker 1A

Commentary

Signals company acts as a

safety net for non-

operational failures.

4. MANAGEMENT & GOVERNANCE

A. Auditor Report & Key Audit Matters * Audit opinion type: Unqualified. * Key Audit Matter 1: Revenue

Recognition: The auditor flagged the subjectivity in estimating the "Stage of Completion" and total contract

costs for LSTK (Turnkey) projects. Management relies on the "Input Method" (cost-to-cost), where any

misestimation of future costs directly impacts current profit recognition. * Key Audit Matter 2: Taxation

Disputes: Significant outstanding tax demands (Income Tax and GST) are under appeal. The auditor highlighted

the valuation and disclosure risks associated with these contingent liabilities. * Key Audit Matter 3: Trade

Receivables Recovery: Assessment of recoverability for long-standing dues from specific project owners,

particularly given the increase in receivables aged over 6 months. * Auditor Details: N. K. Bhargava & Co.

(appointed by C&AG).

B. Related Party Transactions | Party | Relationship | Nature | Amount (₹ Cr) | Concern |

|-------|--------------|--------|----------------|---------| | JVs/Associates | Joint Venture | Services Rendered | 12.40 Cr |

Neutral | | JVs/Associates | Joint Venture | Dividend Received | 8.60 Cr | Neutral | | JVs/Associates | Joint

Venture | Loans/Advances | 45.00 Cr | Recovery Risk | | KMP | Management | Remuneration | 14.20 Cr |

Neutral |

RPT Risk Checks: RPT as % of Revenue is low (1.86%), but RPT outflows (primarily loans to JVs) represent

52.66% of CFO, signaling high risk and potential investment leakage into underperforming JVs facing

gestation delays.

C. Shareholding | Category | Mar 2025 (%) | Mar 2024 (%) | |:---|:---:|:---:| | Promoter (Govt. of India) | 51.32 |

51.32 | | FII | Not disclosed | 7.79 | | DII | Not disclosed | 18.05 | | Public | Not disclosed | 22.84 | * Promoter

Pledged Shares: 0.00%.

D. Board Composition + KMP Compensation * Aggregate KMP Remuneration: ₹14.20 Cr (2.76% of EBITDA). *

YoY Growth: Not disclosed, but total pool remains well-contained despite a 71.91% surge in Operating Profit,

suggesting alignment with PSU pay scales. * Governance Note: Use of ₹14.2 Cr to cover stressed investments

in the Employee PF Trust is a red flag for minority shareholders.

• 



F. Capital Allocation & Capex | Action | FY Current (₹ Cr) | FY Prior (₹ Cr) | % of CFO | Signal |

|--------|-------------------|-----------------|-----------|--------| | Dividends | 169.00 Cr | 169.00 Cr | 155.05% | 🚩 | | Capex |

42.00 Cr | 34.00 Cr | 38.53% | ⚠ | | Loans to JVs | 45.00 Cr | 0.00 Cr | 41.28% | 🚩 | | Interest Received | 82.00

Cr | 138.00 Cr | 75.23% | Positive | | Asset Sales (Investments) | 160.00 Cr | 2.00 Cr | 146.79% | ⚠ |

CAPEX ANALYTICAL NOTES: * CFO Coverage of Capex: 2.59x. While CFO covers capex, it fails to cover

total allocation (Dividends + Loans). * Nature of Capex: Primarily maintenance and digitalization. Computers

and IT hardware increased to ₹82.62 Cr. * Deployment Efficiency: Revenue declined 5.89% despite a 23.5%

increase in Capex, indicating spending is defensive. * Key Takeaways: CWIP increased 27.7% to ₹46.00 Cr,

signaling infrastructure upgrades not yet yielding top-line growth.

H. Risks * 1. Tax Litigation: Pending demands of ₹412.60 Cr (71% of Net Profit). High Severity. * 2. Unbilled

Revenue Surge: Contract Assets at ₹684.12 Cr (21% of revenue). High risk of future write-downs. * 3. 

Performance Guarantees: ₹1,240.50 Cr in outstanding BGs. Medium risk of liquidated damages. * 4. 

Receivable Aging: ₹215.30 Cr aged > 6 months. Medium drag on liquidity. * 5. Segment Margin Dilution:

Turnkey projects now 51.72% of revenue. Structural decline in OPM.

5. SCORECARD & VERDICT

Part A: Scorecard

Dimension
Rating

(1–5)
Delta Key Evidence One-line Rationale

Business Quality 3 →
51.7% Turnkey mix; 75%

PSU concentration

Strong technical moat in consultancy offset by

shift to low-margin, cyclical turnkey work.

Financial Health 4 → D/E 0.01x; Cash ₹1,327 Cr
Virtually debt-free with massive cash reserves,

though cash conversion is weakening.

Earnings Quality 2 ↓
CFO/PAT 0.19; Unbilled Rev

₹684 Cr

Profits are accounting-led with significant

divergence from cash flow and aggressive

unbilled booking.

Management &

Governance
2 ↓

PF Trust Bailout ₹14.2 Cr;

RPT Loans 52% of CFO

Governance concerns regarding use of

shareholder funds for employee benefits and JV

leakage.

Capital Allocation &

Earnings Visibility
2 ↓

Dividends 155% of CFO;

Revenue -5.9%

Dividends funded by asset sales rather than

operations; visibility clouded by PSU capex

cycles.

BUSINESS POSITIVES (for this company this year) * ✅ Operating Profit Surge: Surged 71.9% to ₹514.00 Cr

due to optimized cost structures and project mix. * ✅ Debt-Free Balance Sheet: Maintained a negligible Debt/

Equity of 0.01x with Interest Coverage of 127.0x. * ✅ Robust Liquidity: Cash Equivalents of ₹1,327.00 Cr

provide a strong buffer against contingencies. * ✅ Improved Capital Efficiency: ROCE % increased from

22.00% to 25.00%.

BUSINESS NEGATIVES / CONCERNS (for this company this year) * 🔴 Poor Cash Conversion: CFO/PAT

ratio collapsed to 0.19x, with ₹580 Cr PAT yielding only ₹109 Cr cash. * 🔴 Unbilled Revenue Risk: Contract

Assets reached ₹684.12 Cr (21.16% of revenue), signaling aggressive income recognition. * 🔴 Working Capital

Stress: Receivables > 6 Months grew 16% to ₹215.30 Cr; Debtor Days rose to 53. * 🔴 Governance Red Flag:

Used ₹14.2 Cr of shareholder funds to bail out the Employee PF Trust's stressed investments. * 🔴

Unsustainable Dividends: Dividends of ₹169 Cr exceeded Free Cash Flow of ₹68 Cr, funded by liquidating

₹160 Cr of investments.



OVERALL SCORECARD SUMMARY Engineers India Ltd presents a dichotomy of strong headline profitability

and deteriorating underlying cash quality. While the company remains financially robust with zero debt and high

cash reserves, the collapse in cash flow conversion (CFO/PAT 0.19x) and the surge in unbilled revenue suggest

that reported earnings are increasingly decoupled from reality. Governance is on a deteriorating trajectory due to

the PF Trust bailout and the prioritization of dividends over operational cash reinvestment.

Part B: Governance Check Matrix

# Check Status Evidence

1 Audit opinion clean? ✅ Unqualified opinion issued.

2 Promoter pledge = 0? ✅ 0.00% pledged.

3 KMP pay < 5% of PAT? ✅
Aggregate KMP pay is 2.4% of PAT (₹14.2 Cr /

₹580 Cr).

4
RPT quantum < 5% of

revenue?
✅ RPT is 1.86% of revenue.

5 Board > 50% independent? ⚠
Not disclosed in AR; PSU status usually implies

compliance.

6 At least 1 woman director? ⚠ Not disclosed in AR.

7
No statutory dues

outstanding?
❌ ₹85.60 Cr in Statutory Dues (GST/TDS) payable.

8 No fraud reported? ✅ None reported in auditor's KAM.

9 Audit trail enabled? ✅ Standard for listed PSUs.

10 Frequent Auditor change ✅ Appointed by C&AG; no change reported.

Total: 7/10 ✅ — Governance

Rating: 3

Part C: Investor Verdict

THESIS: EIL is a technically superior engineering moat transitioning into a lower-margin PSU project executor

with significant cash-flow timing risks. OVERALL STANCE: WATCH RATIONALE: Strong balance sheet and

"Energy Transition" optionality are currently offset by poor earnings quality and governance "leakage" to JVs and

employee trusts. RE-EVALUATE WHEN: CFO/PAT ratio recovers to >0.70x OR Contract Assets (Unbilled

Revenue) drop below 10% of revenue. BULL CASE: Successful conversion of ₹684 Cr unbilled revenue to cash

alongside a major Green Hydrogen PMC contract win (>₹500 Cr). BEAR CASE: Adverse ruling in the ₹412.60

Cr tax litigation combined with a write-down of JV loans (₹45 Cr). KEY MONITORABLE: Contract Assets

(Unbilled Revenue): ₹684.12 Cr → Watch Threshold: >₹800 Cr (Red Flag).



7. YEAR-OVER-YEAR ANALYSIS

7.1 Changes

Metric / Theme Summary A Status Summary B Status Forensic Takeaway

Margin

Trajectory

Operating Profit Margin

(OPM) at 9.00%.

OPM surged to 17.00%

despite a 5.89% revenue

decline.

Profitability improved significantly through cost

optimization and project mix shifts, though top-

line growth remains negative.

Working Capital

Quality

CFO/PAT ratio of 0.50;

unbilled revenue at

₹588.64 Cr.

CFO/PAT ratio collapsed to

0.19; unbilled revenue

surged to ₹684.12 Cr.

Earnings quality has severely deteriorated as

reported profits are increasingly decoupled

from actual cash collections.

Capital

Allocation

(Dividends)

Dividends (₹169 Cr) fully

covered by Free Cash

Flow (₹188 Cr).

Dividends (₹169 Cr)

exceeded Free Cash Flow

(₹68 Cr).

The company is now liquidating financial

investments to maintain dividend payouts to

the promoter, signaling a strain on operational

liquidity.

Capital

Allocation (JV

Support)

No material loans or

advances to Joint

Ventures reported.

₹45 Cr in loans/advances to

JVs, representing 52.6% of

CFO.

A new risk of capital leakage has emerged

through the diversion of operating cash to

support underperforming or long-gestation joint

ventures.

Receivable

Anomalies

Billed receivables grew

23.6% while revenue fell

1.5%.

Billed receivables grew 32%

while revenue fell 5.9%.

The widening divergence between falling sales

and rising receivables suggests significant

procedural delays or disputes in collecting

dues from PSU clients.

Management

Tone

Defensive posture

focused on satisfying

promoter returns during

cash drain.

Expansionary "EIL 4.0"

narrative focusing on Green

Hydrogen and digitalization.

Management is using a high-tech "Energy

Transition" narrative to pivot the market's focus

away from deteriorating cash conversion

cycles.

7.2 Persistent Patterns

Structural Governance Drain: The company consistently uses shareholder funds (approx. ₹14.2 Cr

annually) to bail out "stressed investments" held by the Employee Provident Fund Trust.

Extreme Revenue Concentration: The business remains structurally tethered to the PSU ecosystem,

with over 75% of revenue and nearly all Turnkey income derived from a few state-owned Oil & Gas

entities.

Subjective Revenue Recognition: The use of the "Input Method" (POCM) for revenue recognition remains a

persistent Key Audit Matter, highlighting the high degree of management judgment in estimating project costs.

Pristine Solvency Profile: EIL maintains a consistently robust, debt-free balance sheet (D/E 0.01x)

with a massive cash buffer exceeding ₹1,200 Cr across both periods.

Chronic Litigation Overhang: Contingent liabilities, particularly tax and VAT disputes (ranging from

₹412 Cr to ₹689 Cr), consistently represent a massive threat to the company's net worth and cash

reserves.

Asset-Light Infrastructure: Capex remains strictly limited to maintenance and IT upgrades (engineering

software), reflecting a refusal to commit significant capital to physical asset expansion.

High Dividend Payout Policy: Management prioritizes a high dividend payout (38-39% of PAT) as a non-

negotiable commitment to the promoter, regardless of the underlying Free Cash Flow strength.
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