Engineers India Ltd — Feb 2022 Quarterly Analysis

1. VERDICT & BUSINESS QUALITY SNAPSHOT

The punchline. Read this first — it frames everything below.

Result: Inline One-line: Execution is recovering post-COVID and order book mix is shifting back to high-margin
consultancy (619%), but the thesis remains capped by non-core capital allocation to low-ROE fertilizer and
upstream assets.

Dimension Sentiment

This Quarter

Signal | Evidence

Beat/Miss vs Guidance / Prior

Inline Standalone Revenue up 4% YoY; EPS up 15% QoQ. O
Quarter

. . . High on Standalone; Low on Cons. due to [160 Cr
Earnings Quality Medium O
RFCL loss share.

. ) Targeting [2,000 Cr+ orders; 9M at [1,506 Cr requires
Guidance Confidence Neutral |
strong Q4.

. Transparent on past PF losses; defensive on "National
Management Credibility Neutral O
Interest" capex.

. R Consultancy mix in order book improving (61% vs
Business Quality Signal Stable 0
57% Mar-21).

Key Q&A Exchange

The Street's Primary Anxiety

Capital Cycle Stage

Margin / Return Ratio
Trajectory

Pricing Power

FCF Conversion & Quality

Competitive Moat Signals

Balance Sheet Strength

Working Capital Efficiency

Mgmt Guidance Track Record

Key Vulnerability / Red Flag

Management Tone

Q#6 + Capital
Allocation

Cash Diversion

Investment /
Diversification

Stable

Stable

Strong

Stable

Strong

Improving

Mixed

RFCL Stabilization

Measured/Defensive

Mgmt defended NRL/RFCL investments as "strategic
entry" for EPCM.

Analysts pressed on why cash is in refineries/fertilizers
Vs core.

Investing cash into non-core JVs to secure future
consultancy work.

Consultancy margins stable at ~29-30%; Turnkey at
~3%.

Dominant in domestic Hydrocarbon PMC; "Cost-plus"
EPC protects.

1,200 - [1,300 Cr cash on books; high dividend
payout ([2/sh).

Unmatched technical niche in biofuels and complex
refinery PMC.

Zero debt; significant cash reserves despite buybacks/
investments.

Mgmt pushing for Q4 milestone realizations to
capitalize assets.

Historically conservative; missed some large EPC bids
to stay PMC.

Ongoing losses at Ramagundam Fertilizer (RFCL)
dragging Cons. PAT.

Confident on engineering; defensive on capital
allocation choices.



Sentiment: JPositive | ONegative | ONeutral

Key Takeaways (Positives & Negatives): * Positives: The order book is pivoting back to the high-margin
Consultancy segment (61% of book), which historically commands 25-30% margins compared to Turnkey's 3%.
EIL remains the primary beneficiary of the India Bio-Refinery push (ABRPL project) and the Petrochemical
expansion cycle (Panipat, Bina, Cauvery Basin). Balance sheet remains fortress-like with ~[1,250 Cr cash and a
healthy [2/share interim dividend. * Negatives: Management continues to use the balance sheet to support
"National Interest" projects (NRL, RFCL, Upstream assets), which drags on consolidated ROE and creates
"leaky" cash flow. The Ramagundam (RFCL) investment is still in a loss-making stabilization phase (running at
65-70% capacity), requiring 70%+ to breakeven. * Street Concern: Analysts are visibly frustrated with cash
being deployed into 2-3% dividend-yielding refinery stakes rather than being returned to shareholders or
invested in higher-growth tech. * Forward Watchpoint: Monitoring the capacity ramp-up at RFCL in Q4; if it fails
to hit 90% utilization by March, the consolidated profit drag will persist into FY23.

2. BUSINESS PERFORMANCE

2A. KEY METRICS PPT not available — numbers from concall/Segmental slides in doc_id 1250.

. Current
Metric Qtr Trend Mgmt Commentary
Total Income (SA) [726.7 Cr 1 4% 1 14% 1 Higher-end consultancy work driving growth.
Revenue Volume growth driven by domestic hydrocarbon
} [(B51.4 Cr 1 14.5% 1 8.1% 0 .
(Consulting) projects.

Execution picking up at major refinery sites (Vizag/
Revenue (Turnkey) [B36.5 Cr 1 25.1% 1 23.4% 1

Rajasthan).
Segment Margin 3 FY21 was abnormally high (39%); 29% is the
¢ S 29% 1 1000bps 1t 400bps O Q y high (39%); 29%
(Con) norm.
Segment Margin . . . .
(Tun) 3% - 0% t 100bps - Low-margin business; strictly for top-line volume.
[8,212.1 -
Order Book (Total) Cr 1 1.0% 12.3% = Steady; Consultancy share rising to 61%.
1,506.2 98% of new orders are domestic; 100% are
Order Inflow (9M) 1 4.0% N/A g
Cr Consultancy.
Cash on Books 1,250 Cr N/A - - Range of [1,200 Cr to (1,300 Cr maintained.
Interim Dividend [2.00/sh - N/A - Equal to total FY21 dividend; signals confidence.
RFCL 9M Loss . I
(160 Cr N/A N/A O Non-cash accounting loss from JV stabilization.

Share

2B. SEGMENT BREAKDOWN

Revenue (0

Segment cn Margin  Trend Key Development

9M Secured: [1,506 Cr; focusing on

Consultancy 351.4 -14.5% 29% g Premium .
Petrochem/Biofuels.

Turnkey 336.5 +25.1% 3% 1 Discount Higher site activity in Vizag and Rajasthan.



3. MANAGEMENT OUTLOOK & EXECUTION TRACKER

Dimension

Category

Management Target /
Claim

Required Run-Rate /
Mathematical Feasibility

Historical
Delivery

Guidance

Guidance

Guidance

Strategy

Strategy

Balance

Order Inflow

Margins
(Consultancy)

RFCL Utilization

Order Mix

Diversification

Dividend Payout

[2,000 Cr+ for FY22

Maintain 25-30%
range

90% by March 2022

65% Consultancy /
35% EPC

Focus on Green
Hydrogen

High payout ratio

Needs ~[500 Cr in Q4; 9M at
(1,506 Cr.

Currently at 29% for Q3.
Currently at 65-70%; needs 20%
jump.

Current OB is 61/39; inline with
strategy.

Feasibility study for GAIL/NTPC
ongoing.

[2/sh interim declared already.

Historical Q4
strong

Consistently met

Delayed by
logistics

Improving mix

Early stage

Reliable

OLow

[OLow

OHigh

OLow

OMed

OLow



4. ANALYST Q&A



Management
Evaded /

Relevance Analyst/ Theme Underlying Response & Credibility

Q# . Category [\ [o] Verdict
(1-5) Firm Cluster Concern Investment (1-5)

L Addressed
Implication

Management

highlighted

1,507 Cr 9M

order inflow,

mostly in

high-end

consultancy,

with Q4

expected to

Current order
Saket ) see
. intake . L
Kapoor / Business Management milestone Directional
1 4.0 . prospects . None 4.0 .

Kapoor Environment  Outlook completions. & Positive
Ind and turnkey This

headwinds?
suggests a

recovery in
site-level
execution
and a more
profitable
revenue mix
in the coming
quarters.

EIL is
conducting
hydrogen
feasibility for
GAIL and
bio-sector
studies for
NTPC to

Update on
assess

Green
Saket Energy Business Hydrogen . Vague but
investment None 3.5

Kapoor Transition Overview and Bio- o consistent
viability.
sector

P - These small
studies are
the "foot-in-
the-door" for
high-value
EPCM
contracts as

commercial
la 4.0

the sector
scales.

Management
stated that

9M margins
Impact of

Saket dit are up 2% Specifi
ake commodi ecific
2 35 Margins Financials . . y YoY and EIL None 4.5 P
Kapoor inflation on . and clear
. is largely a
margins?

PMC (Project
Management
Consultant),



Q#

Relevance
(1-5)

4.5

5.0

Analyst /
Firm

Saket
Kapoor

Saket
Kapoor

Theme
Cluster

JV Losses

Capital
Allocation

(o:11:Ts[o]3

Financials

Capex and
Allocation

Underlying
Concern

When will
Ramagundam
(RFCL)
breakeven?

Why invest in
unrelated
segments like
NRL
(Refinery)
and RFCL
(Fertilizer)?

Management
Response &
Investment
Implication

Evaded /
vace Credibility

(1-5)

Verdict
Addressed

not an LSTK
contractor,
insulating
them from
commodity
risks. This
reinforces the
"low-risk"
nature of the
consultancy-
heavy
business
model.

Breakeven is
expected in
March 2022
at 70%
capacity
utilization,
with the plant
currently at
65-70%.
Achieving
90%
utilization is
critical to flip
the (160 Cr
loss-drag into
a positive
contributor.

Operational
risk high

None 315

Management
argued these
investments
are "strategic
anchors" that
secured [200
Crin EPCM
fees and
domestic
technology
sales
(Atmanirbhar
Bharat). This
confirms the
strategy of
using the
balance
sheet as a
business
development
tool, which

Defensive/
Strategic

None 3.0



Relevance
(1-5)

Q#

5 4.0
5a 35
6 3.0

Analyst /
Firm

Viral
Shah /
YES
Securities

Viral
Shah

Sagar
Gandhi /
Future
Generali

Theme
Cluster

Tendering
Pipeline

EPC
Strategy

RFCL
Utilization

(o:11:Ts[o]3

Management
Outlook

Strategy

Business
Overview

Underlying
Concern

Status of
large projects
like Cauvery
Basin and
Bina
Refinery?

Why no new
large EPC/
Turnkey
awards?

Horsepower
of RFCL at
85%
utilization?

Management
Response &
Investment
Implication

may cap
ROE.

Cauvery
Basin ([1,039
Cr)is in full
engineering
swing; EIL is
also involved
in Bina and
Panipat
expansions
via early-
stage
feasibility.
These
projects
provide long-
term revenue
visibility (3-5
years) for the
consultancy
segment.

Management
prioritizes
Consultancy/
PMC to avoid
conflict of
interest and
preserve
margins, only
bidding for
EPC when
PMC is
unavailable.
This explains
the stagnant
Turnkey
revenue but
protects the
overall
15-18%
blended
margin
profile.

Under the
2015 Urea
Policy, EIL is
assured a
12% post-tax
return on
equity once

Evaded /
\[o]
Addressed

Credibility
(1-5)

Verdict

Specific
None 4.0 -

pipeline

Clear
None 4.5

strategy

Policy-
None 4.0

backed



Management
Evaded /

Relevance Analyst/ Theme Underlying Response & Credibility

Q# . Category [\ [o] Verdict
(1-5) Firm Cluster Concern Investment (1-5)

L Addressed
Implication

stabilized.
The
investment
will act like a
"utility bond"
once logistics
issues with
the Railway
Ministry are
resolved.

Management
confirmed
that 80% of
the loss was
provided for
and the
books are
. Will the (155 now "clean L
7 4.0 Sagar . Exceptional Governance  Cr PF Trust and None 5.0 Finality
Gandhi Losses reached
loss recur? transparent.”
This removes
a significant
overhang on
earnings
quality that
plagued
FY21.

One block
has a
probable
chance of
return, while
the other's
recovery is
price-
dependent;
Update on .
investments
NELP Vague/
Saket Upstream Capex and were made B
8 3.5 . upstream None 2.5 Policy
Kapoor Assets Allocation as a .
asset ) driven
consortium
with GAIL/
BPRL. This
remains a
speculative
"National
Interest" drag
with low

visibility on

investments?

returns.

Saket Ethanol Business ElL's role in ElLis Strong

9 4.5 i i i None 5.0
Kapoor Story Overview the national implementing niche



Management
Evaded /

Relevance Analyst/ Theme Underlying Response & Credibility

Q# . Category [\ [o] Verdict
(1-5) Firm Cluster Concern Investment (1-5)

L Addressed
Implication

the world's
largest
bamboo-to-
ethanol bio-
refinery
(ABRPL) with
a [100 Cr
consultancy
feeon a
8,250 Cr
project. EIL is
the dominant
technical

ethanol
mandate?

consultant for
2G ethanol in
India, a core
thesis-
strengthening
point.

PATTERN FLAGS & SENTIMENT * Theme: Capital Allocation vs. Shareholder Returns. Analysts repeatedly
guestioned the diversion of cash into NRL and RFCL. Management's posture was defensive, framing these as
"strategic entries" to secure service work. This concern remains live and will resurface until these JVs show a
clear dividend yield above the cost of capital. * Theme: RFCL Drag. The 160 Cr 9M loss was a point of friction.
Management's confidence in a March breakeven was met with skepticism given past logistics delays. * Analyst
Sentiment Verdict: Analysts were skeptical but respectful. They recognize EIL's technical superiority in
consultancy (biofuels, complex refining) but are hostile toward the "National Interest" investment mandate.
Credibility on financial reporting improved due to the cleanup of PF losses, but capital allocation credibility
remains low.

GUIDANCE GAPS REVEALED IN Q&A

What Mgmt Claimed . .
What Q&A Revealed Gap | Walk-back Risk to Thesis

(Prior Q/Opening)

Recovery is price-dependent

Upstream . . o Shift from "Strategic" to .
Strategic investment and "likely not to get price" in . . . Minor NPV drag.
Returns Speculative/Uncertain".
one block.
L . . Operational bottlenecks are
RFCL L. Logistics (Rail/Truck) issues are i ; Extended drag
L Near commissioning ) harder to fix than technical
Utilization capping off-take. on Cons. PAT.

ones.

5. WHAT CHANGED vs PRIOR QUARTER

First entry — no prior quarter to compare.

What Changed Prior Quarter This Quarter Direction

N/A N/A N/A N/A



STOP HERE.
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