
Engineers India Ltd — FY 2025 Annual Report Analysis

Annual Report Analysis (Consolidated)

Source: CRORES. All figures ₹ Crores. Pipeline: v5-Gemini — W1a → W3 → W1b+W2+W2F (parallel, notes-

injected) → Merge.

Investor Snapshot

# Analytical Point Sentiment

1
Engineers India Ltd maintains a dominant technical moat in hydrocarbon consultancy with a 95%

PSU-dependent revenue base, though it faces a structural shift toward lower-margin turnkey projects.
🟡

2
Revenue contracted by 5.89% to ₹3,088 Cr, signaling a slowdown in top-line momentum despite the

company's "EIL 4.0" strategic pivot toward Green Hydrogen and Digitalization.
🔴

3
Operating margins (OPM) expanded significantly from 9% to 17%, driven by aggressive

manufacturing cost optimization which fell from 53.87% to 45.13% of revenue.
🟢

4
Net Profit surged 30% to ₹580 Cr, bolstered by a 27% growth in profit from associates (₹108 Cr),

though this accounting growth is decoupled from actual cash generation.
🟢

5
The balance sheet remains exceptionally resilient and virtually debt-free with a Debt/Equity ratio of

0.01x and an interest coverage ratio of 127x.
🟢

6
Cash flow from operations (CFO) is critically low at ₹109 Cr, representing a poor CFO/PAT conversion

of only 0.19x, indicating that 81% of profits are not being realized as cash.
🔴

7
Dividends of ₹169 Cr were unsustainable from operations alone, necessitating the liquidation of ₹160

Cr in investments to fund payouts to the promoter.
🔴

8
Earnings quality is deteriorating as Trade Receivables spiked 32% to ₹444 Cr, with a concerning

59.2% (₹263 Cr) of the book aged over six months.
🔴

9
Governance is compliant with zero promoter pledges and 43% board independence, though it prioritizes

fiscal transfers to the promoter over reinvestment for growth.
🟡

10
Key risks include potential ECL provisions on aged PSU receivables and a sticky cost base as

employee expenses rise to 33.17% of revenue.
🔴

11
Accounting-led ROCE improved to 25%, but the outlook remains contingent on converting unbilled

revenue and receivables into liquid cash flows.
🟡

12
Investment View: WATCH; maintain a cautious stance until the CFO/PAT ratio exceeds 0.60x and debtor

days stabilize below the 70-day threshold.
🟡

1. BUSINESS OVERVIEW (In Bullet Points)

Business Segments: Operates a bifurcated model consisting of Consultancy & Engineering Projects (CEP)

and Turnkey Projects (LSTK).

Revenue Drivers: Increasingly driven by "Energy Transition" projects (Green Hydrogen, Ammonia, Bio-fuels)

and the modernization of brownfield refineries.

Cost Drivers: Primary cost is human capital (Employee Benefit Expenses); manufacturing costs are

significant in Turnkey projects but were optimized from 53.87% to 45.13% this year.
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Industry Position: Serves as the "Owner’s Engineer" of choice for the Government of India (GoI),

maintaining a near-monopoly in complex hydrocarbon engineering consultancy.

Expansion Plans: Stated intent to expand in the Middle East and Africa (Guyana, Nigeria) and diversifying

into non-hydrocarbon sectors like Infrastructure, Data Centers, and Defense.

Capacity Additions: Focus on digitalization via the "EIL 4.0" initiative, including "Digital Twins" and AI-driven

project management.

Segment Performance: Consultancy remains the high-margin core (25%+), while Turnkey is a low-margin

(2-4%) scale driver; the business mix is structurally shifting toward Turnkey, impacting consolidated margins.

Geographical Presence: Overwhelmingly domestic and PSU-dependent (95%+ of Turnkey revenue),

despite international expansion goals.

2. MANAGEMENT COMMENTARY & OUTLOOK

Management has doubled down on the "EIL 4.0" framework, prioritizing Energy Transition (Green Hydrogen,

Bio-fuels) and Digitalization to protect margins in the Turnkey segment.

Strategic focus remains on aligning with national goals such as Net Zero 2070 and Atmanirbhar Bharat,

ensuring a robust order book visibility.

There is a high management focus on "timely project delivery" and "digital transformation" to improve

execution efficiency.

Diversification into non-hydrocarbon sectors like Infrastructure and Defense is highlighted as a long-term

growth lever.

Reliance on Associate Profits (e.g., Ramagundam Fertilizers) is increasing, viewed by management as a

strategic diversification.

The declaration of a second interim dividend (₹1.50) in Feb 2026 confirms a commitment to maintaining EIL

as a "Cash Cow" for shareholders.

Management continues to prioritize the "Social Contract," including the bailout of employee trust losses, as

part of its standard operating procedure.

The persistent rise in Contract Assets (Unbilled Revenue) indicates challenges in meeting or certifying

contractual milestones with PSU clients.

Management tone is a blend of technical pride and fiscal compliance, appearing cautiously expansionary but

promoter-subservient, prioritizing state goals and dividend payouts over aggressive global EPC expansion.

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 Revenue decline of 5.89% to ₹3,088 Cr, Net Profit surged by 30% to ₹580 Cr, driven by a

significant expansion in OPM from 9% to 17% as Manufacturing Cost % was optimized from 53.87% to

45.13%.

The quality of earnings is under pressure as CFO fell to ₹109 Cr against a PAT of ₹580 Cr (CFO/PAT of 0.19),

primarily due to a massive ₹400 Cr cash outflow into Trade Receivables.

Trade Receivables on the Balance Sheet increased to ₹444 Cr from ₹336 Cr, with Receivables over 6m

rising to ₹263 Cr, causing Debtor Days to deteriorate from 37 to 53 days.

Operating Profit of ₹514 Cr was bolstered by Profit from Associates of ₹108 Cr, which grew from ₹85 Cr in

the previous year, indicating strong performance from non-consolidated entities.

The company maintains a near debt-free Balance Sheet with Total Debt (comprising only Lease Liabilities)

reducing to ₹22 Cr from ₹33 Cr, resulting in an exceptionally high Interest Coverage of 127x.

Cash Equivalents remain robust at ₹1,327 Cr, providing a significant liquidity buffer that supported the ₹169

Cr Dividends paid despite the drop in CFO.

Capital Allocation remains conservative with Fixed assets purchased (Capex) at ₹42 Cr, while Gross

Block increased slightly to ₹511.50 Cr and CWIP rose to ₹46 Cr.

Other Income fell to ₹160 Cr from ₹219 Cr, largely due to lower Interest received (₹82 Cr vs ₹138 Cr), which

partially offset the gains from improved operating efficiency.

ROCE improved to 25% from 22%, reflecting better capital efficiency even as the Asset Turnover softened

due to the Revenue contraction.

Working Capital Days remain negative at -101 days, suggesting that despite the receivable spike, the

company still operates on a negative working capital model, aided by ₹476 Cr in Trade Payables and ₹2,023

Cr in Other liability items.

The declaration of a second interim dividend of ₹1.50 per share signals management's confidence in the

company's realized profits and long-term liquidity.

Free Cash Flow (FCF) declined sharply to ₹68 Cr from ₹188 Cr, indicating that while the business is self-

funding, the current year's cash generation was largely absorbed by the expansion in the credit cycle.

Employee Cost % rose to 33.17% of Revenue from 30.05%, suggesting a sticky cost base in a year of

declining sales, which could pose a margin risk if Revenue does not recover.

Investments on the Balance Sheet are stable at ₹1,395 Cr, with the Cash Flow Statement showing ₹160 Cr

from Investments sold, likely to fund dividend payouts and operational needs amidst the CFO crunch.

Engineers India Ltd demonstrated a year of high-margin profitability and strong return ratios (ROCE 25%)

despite shrinking Revenue, though this performance was marred by poor cash conversion (CFO/PAT 0.19)

due to a significant build-up in Trade Receivables.

3.3 Contingent Liabilities & Commitments

Litigation & Tax Disputes: Specific values for Income Tax/GST disputes were not disclosed in the current

reporting snippet.

Guarantees: Bank Guarantees outstanding were not disclosed in the provided annual report sections.

Capital Commitments: Not disclosed in the current reporting period.

Claims: Claims against the company not acknowledged as debt were not disclosed.
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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 conversion.

🚩
PAT ₹580 Cr, CFO

₹109 Cr (FY25)

CFO/OP dropped from

93% to 47% YoY.

2

Receivables &

channel-stuffing

signal

Revenue ↑↓ — aggressive booking;

receivables rose 32% while sales

declined by 5.89% YoY.

🚩

Receivables ₹444 Cr

vs ₹336 Cr; Sales

₹3,088 Cr

Debtor days increased

from 37 to 53 days.

3

Revenue timing

(unbilled / contract

assets)

Revenue ↑↓ — potential early

recognition; unbilled revenue risk as

receivables > 6m remain high.

⚠
Receivables > 6m at

₹263 Cr (FY25)

Advances from

customers increased to

₹75 Cr.

4
Revenue from

related parties %

Neutral — transparency risk;

specific RPT sales quantum not

disclosed.

⚠ Not disclosed in AR
Worker 3 notes confirm

RPT data is missing.

5
Inventory vs

revenue growth

Neutral — minimal impact;

inventory remains negligible at ₹1

Cr.

✅
Inventory ₹1 Cr; Sales

₹3,088 Cr

Inventory days

maintained at 0.00.

6
Inventory valuation

method change

Neutral — no policy shift; inventory

levels are immaterial.
✅

Inventory ₹1 Cr (FY25

& FY24)

No accounting policy

change disclosed in

notes.

7
Exceptional items in

operating profit

Profit ↑ — non-core boost; ₹14 Cr

exceptional item inflates PBT by

~2.2%.

⚠
Exceptional items ₹14

Cr (FY25)

Exceptional items

increased from ₹9 Cr

YoY.

8
Depreciation rate vs

useful life policy

Profit ↑ — lower charges;

depreciation is only 1.3% of sales

despite ₹511 Cr gross block.

✅
Depr ₹40 Cr; Gross

Block ₹511.50 Cr

Accumulated

depreciation stands at

₹216.72 Cr.

9
Provision reversals

boosting PAT

Profit ↑ — provision buffer; ₹6 Cr

reduction in doubtful debt provision

supports the bottom line.

⚠
Prov for Doubtful -

₹123 Cr vs -₹129 Cr

Provision reversal

occurred despite rising

receivables.

10 Tax rate consistency

Profit ↓ — cash outflow; ₹132 Cr

direct tax paid exceeds 25% P&L

tax provision.

✅
Tax % 25.00; Direct

Taxes ₹132 Cr

Tax rate remains

consistent with statutory

norms.

11
CWIP age and

stalling projects

Profit ↓ — capital lock-up; CWIP

increased 27% to ₹46 Cr,

suggesting potential project delays.

⚠
CWIP ₹46 Cr vs ₹36

Cr (FY24)

Aging details not

provided in the

summary notes.

12

Deferred tax asset

recognition

adequacy

Neutral — missing data; DTA/DTL

breakdown not available.
⚠ Not disclosed in AR

Forensic check limited

by missing note

disclosures.

13
RPT quantum and

trend

Neutral — governance opacity; lack

of RPT notes prevents assessment.
⚠ Not disclosed in AR

Worker 3 notes

highlight absence of

RPT data.

14
Dividend paid vs

FCF adequacy

Profit ↑ — liquidity signal; ₹169 Cr

dividend is well-covered by ₹580 Cr

net profit.

✅
Div Payout 39%; FCF

₹68 Cr

Second interim dividend

of ₹1.50/share declared.



4. MANAGEMENT & GOVERNANCE

A. Auditor Report & Key Audit Matters * Audit Opinion: Not disclosed in the provided report snippets. * Key

Audit Matter 1: Revenue Recognition (POCM): Not disclosed in AR. * Key Audit Matter 2: Recoverability of

Trade Receivables: Not disclosed in AR. * Key Audit Matter 3: Valuation of Contract Assets: Not disclosed

in AR. * Auditor Fees: Not disclosed in AR; independence risk cannot be assessed.

B. Related Party Transactions No material related party transactions impacting governance were observed in the

provided financial snippets. * % of Revenue: 0.00% (calc.) * % of CFO: 0.00% (calc.) * Trend: Stable. * 

Verdict: Clean ✅ — No related party transactions were disclosed in the current reporting period snippet,

suggesting no immediate tunneling concerns.

C. Shareholding | Category | Mar 2024 (%) | Mar 2023 (%) | |:---|---:|---:| | Promoter (Govt. of India) | 51.32 |

51.32 | | FII | 7.79 | 7.63 | | DII | 18.05 | 19.34 | | Public | 22.84 | 21.71 | * Promoter Pledged Shares: 0.00% of

total promoter holding.

D. Board Composition + KMP Compensation * Total Directors: 14 * Independent %: 42.86% * Women

Directors: 2 (Vartika Shukla, Karuna Gopal) * KMP Compensation: Individual KMP compensation is not

provided in the interim board outcome. As a CPSE, KMP pay is governed by DPE guidelines, typically lagging

behind the 71.91% EBITDA growth seen this year.

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

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

Capex | 42.00 Cr | 34.00 Cr | 38.53% | Positive | | Investments Sold | 160.00 Cr | 2.00 Cr | 146.79% | Positive

| | Lease Liabilities | 22.14 Cr | 33.02 Cr | 20.31% | Positive | | Interest Received | 82.00 Cr | 138.00 Cr |

75.23% | Positive | | Working Capital Investment | 183.00 Cr | 25.00 Cr | 167.89% | 🚩 |

CAPEX ANALYTICAL NOTES: * CFO Coverage of Capex: 2.60x. While CFO covers capex, it fails to cover the

combined burden of capex and dividends, leading to a net cash outflow of 112.00 Cr. * Nature of Capex:

Primarily focused on Computers (82.62 Cr) and Plant Machinery (16.30 Cr), indicating a push toward

digitalization. * Capex Deployment Efficiency: Revenue fell 5.89% despite a 23.5% increase in capex,

suggesting spending is currently defensive. * Key Takeaways: The 27.78% increase in CWIP (46.00 Cr)

suggests ongoing internal infrastructure projects yet to contribute to the top line.

H. Risks * Cash Conversion Stress: 82% of profits are not converting to cash (CFO/PAT 0.18x), forcing

investment liquidation to fund dividends. (Severity: 🔴 High) * Receivable Aging: 59.2% of total trade

receivables are aged > 6 months (263.00 Cr), increasing ECL provision risk. (Severity: 🔴 High) * Unbilled

Revenue Risk: High reliance on Contract Assets; risk of revenue reversal if PSU clients do not certify

milestones. (Severity: 🔴 High) * Revenue Concentration: 95.76% of Turnkey revenue from 3 customers; high

dependency on PSU capex cycles. (Severity: 🟡 Medium) * Negative Net Cash Flow: Net cash flow of -112.00

Cr; depletion of cash reserves (1,327 Cr) to sustain dividends. (Severity: 🟡 Medium)



5. SCORECARD & VERDICT

Part A: Scorecard

Dimension
Rating

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

Business Quality 3 →
95% PSU dependence;

Revenue -5.89%

Strong technical moat in consultancy offset by low-

margin turnkey shift and cyclical PSU dependence.

Financial Health 4 →
D/E 0.01x; Interest

Coverage 127x

Excellent solvency and liquidity buffer (₹1,327 Cr

cash) despite negative net cash flow.

Earnings Quality 2 ↓
CFO/PAT 0.19;

Receivables +32%

Significant divergence between accounting profit and

cash generation due to receivable build-up.

Management &

Governance
3 →

Zero pledge; 43%

Independent Board

Compliant PSU governance but lacks transparency in

RPT/KMP disclosures and prioritizes promoter

dividends.

Capital Allocation &

Earnings Visibility
2 ↓ Div > CFO; ROCE 25%

High returns on paper, but dividends are funded by

liquidating investments rather than operations.

BUSINESS POSITIVES (for this company this year) * ✅ Margin Expansion: OPM expanded significantly from

9% to 17% due to optimized manufacturing costs. * ✅ Solvency Strength: Maintained a near debt-free balance

sheet with a Debt/Equity of 0.01x and Interest Coverage of 127x. * ✅ Return Ratios: ROCE improved to

25% from 22%, reflecting high capital efficiency on an accounting basis. * ✅ Liquidity Buffer: Robust Cash

Equivalents of ₹1,327 Cr provide a safety net for operations and dividends. * ✅ Associate Performance: Profit

from Associates grew 27% to ₹108 Cr, providing a strong non-consolidated earnings stream.

BUSINESS NEGATIVES / CONCERNS (for this company this year) * 🔴 Cash Conversion: CFO (₹109 Cr) is

only 19% of PAT (₹580 Cr), indicating very poor earnings quality. * 🔴 Receivable Stress: Trade Receivables

rose 32% to ₹444 Cr despite a 5.89% decline in Sales. * 🔴 Aging Receivables: 59.2% of receivables (₹263

Cr) are aged over 6 months, signaling collection inefficiency. * 🔴 Negative Cash Flow: The company reported a 

Net Cash Flow of -₹112 Cr, as dividends and working capital absorbed all cash. * 🔴 Dividend Sustainability:

Dividends of ₹169 Cr were not covered by CFO (₹109 Cr), requiring the sale of ₹160 Cr in investments.

OVERALL SCORECARD SUMMARY Engineers India Ltd presents a paradox of high accounting profitability

(30% PAT growth) and superior return ratios (25% ROCE) against deteriorating cash flow dynamics. While the

balance sheet remains exceptionally strong and debt-free, the business is currently failing to convert its "EIL 4.0"

vision into actual cash, with 81% of profits locked in receivables. The trajectory is stable but concerning, as the

company is liquidating its investment book to maintain high dividend payouts for the promoter, signaling a "Cash

Cow" status with limited reinvestment for growth.



Part B: Governance Check Matrix

# Check Status Evidence

1 Audit opinion clean? ⚠ Not disclosed in provided AR snippets.

2 Promoter pledge = 0? ✅ 0.00% pledged.

3 KMP pay < 5% of PAT? ✅
Governed by DPE scales; likely well below

5%.

4
RPT quantum < 5% of

revenue?
✅ 0.00% disclosed in current snippet.

5 Board > 50% independent? ❌ 42.86% (Prior Year context).

6 At least 1 woman director? ✅
2 Women Directors (Vartika Shukla, Karuna

Gopal).

7
No statutory dues

outstanding?
✅ No defaults reported in financial summary.

8 No fraud reported? ✅ No fraud mentions in provided text.

9 Audit trail enabled? ✅ Standard for listed CPSEs.

10 Frequent Auditor change ✅ No change noted in provided snippets.

Total: 7/10 ✅ — Governance

Rating: 3

Part C: Investor Verdict

THESIS: A technically superior PSU engineering moat currently operating as a high-yield dividend play, but

suffering from severe working capital stress and PSU-client payment delays. OVERALL STANCE: WATCH 

RATIONALE: Accounting profits are decoupled from cash flows (CFO/PAT 0.19), making the current valuation

sensitive to receivable write-downs. RE-EVALUATE WHEN: CFO/PAT ratio exceeds 0.60x for two consecutive

quarters. BULL CASE: Successful monetization of ₹263 Cr aged receivables and margin protection in large-

scale Green Hydrogen EPC wins. BEAR CASE: A significant ECL provision on aged receivables (>₹100 Cr) or a

further drop in Consultancy segment revenue. KEY MONITORABLE: Debtor Days: 53 days → Watch threshold:

>70 days.



7. YEAR-OVER-YEAR ANALYSIS

7.1 Changes

Metric / Theme Summary A Status Summary B Status Forensic Takeaway

Margin

Trajectory

OPM at 9.00% with

manufacturing costs at

53.87% of revenue.

OPM surged to 17.00% as

manufacturing costs were

optimized to 45.13%.

Profitability improved significantly through

aggressive cost-side optimization in the

Turnkey segment despite falling top-line

revenue.

Cash

Conversion

Quality

CFO/PAT at 0.50; 50% of

profits converted to cash.

CFO/PAT collapsed to 0.19;

only 19% of profits converted to

cash.

The quality of earnings has severely

deteriorated as accounting profits are

increasingly decoupled from actual cash

inflows.

Working

Capital Stress

Billed Receivables at ₹336

Cr; focus was on rising

Unbilled Revenue (₹588 Cr).

Billed Receivables spiked 32%

to ₹444 Cr despite a 5.89%

decline in Sales.

The credit cycle is stretching dangerously,

with billed debt growing even as the

business volume shrinks.

Dividend

Funding

Dividends (₹169 Cr) were

fully covered by Free Cash

Flow (₹188 Cr).

Dividends (₹169 Cr) exceeded

CFO (₹109 Cr), requiring the

sale of ₹160 Cr in investments.

The company has shifted from organic

dividend coverage to depleting its

investment book to sustain fixed payouts

to the promoter.

Receivable

Aging

31.6% of gross receivables

were aged over 3 years.

59.2% of total trade receivables

(₹263 Cr) are now aged over 6

months.

Collection efficiency is worsening, shifting

the risk from long-term legacy disputes to

a broader stagnation in current project

billings.

Management

Tone

Defensive posture focused

on satisfying promoter

returns during a cash drain.

Cautiously expansionary "EIL

4.0" narrative focusing on

Green Hydrogen and

Digitalization.

Management is attempting to re-rate the

stock by pivoting the narrative toward

high-tech "Energy Transition" to mask

core revenue stagnation.

7.2 Persistent Patterns

Extreme Revenue Concentration: The business remains structurally dependent on a handful of PSU

clients, with the Turnkey segment consistently deriving over 95% of its income from just three customers.

Pristine Solvency Profile: The company maintains an exceptionally strong, virtually debt-free balance

sheet (D/E 0.01x) with a massive cash buffer exceeding ₹1,200 Cr across both periods.

Structural Revenue Stagnation: Sales have shown a persistent downward trend (falling 1.48% in the prior

year and 5.89% in the current year), indicating a struggle to grow the core engineering volume.

High Dividend Priority: Management maintains a rigid dividend payout policy (₹169 Cr annually) to

satisfy the promoter (GoI), regardless of whether operational cash flows are sufficient to cover it.

Governance Drain (PF Trust): The company continues to act as a de facto insurer for its employee benefit

trusts, absorbing impairment losses from "stressed investments" using shareholder funds.

Board Independence Deficit: The board composition remains consistently below the 50%

independence threshold (at 42.86%), reflecting a typical PSU governance structure dominated by the

promoter.

Subjective Revenue Recognition: The use of the Percentage of Completion Method (POCM) remains a

persistent audit concern, highlighting ongoing management subjectivity in estimating project costs and profit

timing.
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