Engineers India Ltd — Feb 2023 Quarterly Analysis

1. VERDICT & BUSINESS QUALITY SNAPSHOT

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

Result: Standalone Inline / Consolidated Miss One-line: Execution remains steady, but the "stabilization" of the
Ramagundam Fertilizer (RFCL) JV has hit a shag, reverting to a loss this quarter and delaying the consolidated

earnings breakout.

Dimension

Beat/Miss vs Guidance

Earnings Quality

Guidance Confidence

Management Credibility

Business Quality Signal

Key Q&A Exchange

The Street's Primary
Anxiety

Capital Cycle Stage

Margin / Return
Trajectory

Pricing Power

FCF Conversion &
Quality
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Signals

Balance Sheet Strength

Working Capital
Efficiency

Mgmt Guidance Track

Key Vulnerability

Management Tone

This Quarter

Miss on PAT Run-
rate

Moderate

Weakening

Neutral

Stable

Q1 (Order Outlook)

RFCL Profitability

Harvesting /
Operating

Improving
(Standalone)

Stable

Weak (9M)

Widening

Strong

Deteriorating

Mixed

JV Dependency

Guarded Optimism

Signal | Evidence

9M PAT of [183 Cr vs [B40 Cr FY guidance; needs a massive
Q4 catch-up.

Standalone PAT aided by Other Income; RFCL JV reverted to
loss ((B4.58 Cr).

Mgmt maintains [B40 Cr standalone PAT target despite 9M
shortfall.

Maintenance shutdown excuse for RFCL is plausible but
delays the thesis.

Consultancy margins improving (20%) but still below 25%
target.

Focus on Petchem/Refinery expansions & Coal Gasification.

Why did RFCL revert to loss after Q1 profitability? (Mgmt:
Shutdown).

Transitioning from project commissioning to steady-state
operations.

Consultancy margins 20% vs 11.6% (Q1).

Dependent on "change orders" which are delayed but non-
negotiable.

Cash flows impacted by RFCL funding and high LSTK mix.

Significant overseas wins in Nigeria/Ghana ([500 Cr).

Cash-rich (though specific Q3 balance not stated, historically
~[1,200 Cr).

Turnkey (LSTK) revenue growth (95% cost) drags efficiency.

History of H4 backloading for "change orders."

Consolidated PAT is now hostage to RFCL's operational
consistency.

Focused on H4 catch-up and new sector (Coal/Green H2)
feasibility.



Sentiment: [ONeutral Key Takeaways (Positives & Negatives): * Positives: Overseas momentum is
accelerating with 500 Cr in new orders from Nigeria and Ghana. Engineering consultancy margins are
recovering toward the 25% long-term average (up to 20% this quarter from 11.6% in Q1). Management is
successfully diversifying into Coal Gasification (NLC project) and Green Hydrogen. * Negatives: The
consolidated thesis suffered as RFCL reverted to a [B4.58 Cr loss due to a maintenance shutdown, erasing Q1's
turnaround gains. Standalone PAT of (183 Cr at the 9M mark makes the annual target of [B40 Cr look
mathematically aggressive, requiring a Q4 that is 3x the Q3 performance. * Street Concern: Analysts are fixated
on whether RFCL is a "technical glitch" asset or a "steady-state" contributor. Management's response insists the
shutdown was routine maintenance, but the market remains skeptical of the asset's ability to run at 100%
capacity consistently. * Forward Watchpoint: Monitoring the realization of "Change Orders" in Q4—without
these high-margin settlements, EIL will significantly miss its standalone profit guidance.

2. BUSINESS PERFORMANCE

2A. KEY METRICS DATA SOURCE: PPT figures primary; Concall for commentary.

Current
Mgmt Commentary
Qtr
1 17% Growth driven by LSTK
Total Income (OCr) 831 1 6.3% 1 .
(9M) segment execution.
. Not . . Diluted by 95% cost structure
EBITDA Margin % Not in doc  Notin doc - .
Stated in Turnkey segment.
1 30% Impacted by timing of change
PAT (Standalone [ICr) 48 ° 1 43.5% ! P y ) .g g
(9M) orders and provisions.
. L 74% (vs Hit by RFCL loss ((B4.58 Cr)
PAT (Consolidated OCr) 16.12 1 1,318%* ! .
Q1) this quarter.
Consumption of order book
Order Book (CICr) 7,865.6 14.2% 1 6.7% ! . .
outpacing fresh inflows.
Q3 was weak; expects [1,300
Order Inflows ([ICr) 230.4 1 87% 1 32% ! .
Cr in Feb-March.
. Improved execution in
Execution Rate (%) 9.8% 1 1 1 . .
Turnkey (Hazira restoration).
. Based on TTM revenue;
Book-to-hill (x) 2.43x 1 ! ! }
provides ~29 months cover.
. . . Reverted to loss after Q1
RFCL Share of Profit/Loss (34.58) I Swing | Swing !

profit ((13.85 Cr).

*Consolidated YoY increase is distorted by a
massive low base/loss in the previous year.

2B. SEGMENT BREAKDOWN

Revenue (O oM

Segment Margin Trend Key Development

Cr) Growth A
Consultancy 350 1 1.4% 20% 1 High Recovery from Q1 (11.6%) due to project mix.
Turnkey Execution of ONGC Hazira project is the

481 1 23% 2-3% - Dilutive . .
(LSTK) primary driver.



3. MANAGEMENT OUTLOOK & EXECUTION TRACKER

) . Management Required Run-Rate / Mathematical Historical
Dimension Category . s .
Target / Claim Feasibility Delivery
. Standalone High Risk. Needs [157 Cr in Q4; . .
Guidance [B40 Cr (FY23) . Mixed High
PAT current run-rate is only (61 Cr/avg.

. Feasible. Needs 2,400 Cr in Q4; . .
Guidance Order Inflow 4,000 Cr o Reliable Medium
(1,300 Cr already in “finalization."

. Consultancy Aggressive. Requires a margin "catch- . .
Guidance . 25% ) ) Mixed Medium
Margin up" via change orders in Q4.
. Shift from pure refinery to integrated
Strategy Sector Mix Focus on Petchem On-track Low
petchem complexes.
RFCL . Mgmt claims plant has touched 100% .
Strategy L 100% Capacity . Not Met High
Utilization but needs to sustain it.
Buyback/ 60% Dividend Consistent payout; explicitly ruled out
Strategy Met Low

Dividends Payout buyback for FY23.



4. ANALYST Q&A



Rel.

4.5

5.0

4.5

4.0

Analyst /

Firm

Mohit
Kumar,
BM
Capital

Rahul
Bhalgat,
Indiv.
Investor

Rahul
Bhalgat,
Indiv.
Investor

Category

Sector

Outlook
Outlook
RFCL . .
Financials
Performance
Profit
. Outlook
Guidance
Outlook

Underlying
Concern

"Color on order
outlook on
refineries and
petchem side
over next 12-18
months?"

"Why did RFCL
not return a
profit... despite
confidence in
the last call?"

"Do you want
to scale down
the target [(B40
Cr PAT] for this
financial year?"

Management
Response &
Investment
Implication

Evaded Cred. Verdict

Management
identified 2-3
private sector
and international
petchem projects
in the pipeline,
alongside
refinery
modernization.
This suggests
the order book
will pivot back
toward high-
margin
consultancy as
feasibility studies
convert to PMC
orders.

None 4.0 Directional

Management
attributed the
loss to a
scheduled
maintenance
shutdown
followed by a
gestation period
for re-
stabilization. If
RFCL falls to
turn profitable in
Q4, the
consolidated

Plausible

None 85
but weak

valuation will
face a structural
de-rating.

Management
remains
confident in the
[B40 Cr figure,
relying heavily on
"change orders"
being finalized in
Q4. This creates
a "all-or-nothing"
Q4 scenario; any
delay in client
approvals will
lead to a
significant
earnings miss.

None 25 Aggressive

4.0 Quantified



Amit
Anwani,
PL

Amit
Anwani,
PL

5 35

Kunal
Mishra,
Singleton

6 3.0

Order
Slippage

Green
Hydrogen

Share Price

Category

Strategy

Governance

Underlying

Concern

"Any slippage
of order which
has happened
[vs [4,000 Cr

target]?"

"Opportunity...
in the budget
announcement
on green
growth?"

"Is
management
concerned
about the
returns [share
price] over 5
years?"

Management
Response &
Investment
Implication

Evaded Cred. Verdict

Management
clarified that
while inflows are
(1,600 Cr now,
1,300 Crisin
finalization
(Ghana/Nigeria/
Adani). Reaching
the 4,000 Cr
target depends
on closing two
major contracts
by March 31.

Specific
contract
names

EIL has created
a dedicated team
for Green
Hydrogen and is
performing suo-
moto studies for
OMCs. While
pre-revenue, this
positions EIL as
the primary
consultant for
India’s [B0,000
Cr energy
transition spend.

Strategic

None 3.0 .
intent

Management
pointed to the
consistent 60%
dividend payout
and bonus
history as
shareholder
rewards. The
response
confirms
management
views EIL as a
yield play rather
than a growth-
momentum

Yield

None 3.0
focused

stock.

PATTERN FLAGS & SENTIMENT The primary theme was Profitability vs. Guidance. Analysts were visibly
skeptical of the Standalone PAT target of [B40 Cr, given the lackluster 9M performance. Management’s defense
—that high-margin "change orders" always cluster in Q4—is a recurring EIL trope that leaves no room for error

in client negotiations.



The second major theme was RFCL Reliability. The shift from a profitable Q1 to a loss-making Q3 due to a
"shutdown" has exhausted analyst patience. Investors are no longer valuing RFCL on "potential” but are
demanding proof of steady-state 100% capacity utilization.

Analyst Sentiment Verdict: Analysts were skeptical and persistent. The friction peaked during the RFCL and
PAT guidance questions. Credibility is currently "at risk"—if Q4 does not deliver both the change orders and an
RFCL turnaround, the management’s guidance framework will be permanently discounted by the street.

GUIDANCE GAPS REVEALED IN Q&A | Topic | What Mgmt Claimed (Prior Context) | What Q&A Revealed |
Gap / Walk-back | Risk to Thesis | | :--- | :--- | :--- | :--- | :--- | | RFCL Profitability | Confident of profit and 100%
capacity in Q3. | Reverted to [B4.58 Cr loss. | Missed timeline due to shutdown. | High: Delays Consol PAT
breakout. | | Order Inflow | Targeting [4,000 Cr+ consistently. | Only [1,600 Cr achieved by Feb. | Needs 60% of
annual target in 2 months. | Medium: Back-ended risk. |

5. WHAT CHANGED vs PRIOR QUARTER

What Changed Prior Quarter (Q1) This Quarter (Q3) Direction
RFCL Performance Profitable ([13.85 Cr share) Loss-making ((B4.58 Cr share) !
Consultancy Margin 11.6% (hit by provisions) 20.0% 1
Consol. Bottom Line [64.81 Cr (Positive) 16.12 Cr !
Overseas Momentum Initial bidding stage (500 Cr secured (Nigeria/Ghana) 1
Order Mix 54% Consultancy 57% Consultancy 1
Guidance Posture Optimistic on annual PAT Desperate for Q4 "change orders" !

Senior Analyst Notes: This quarter is a "stabilization hiccup.” The core business (Consultancy) is actually
healing, with margins moving from 11% to 20%. However, the reliance on a JV (RFCL) that still requires
shutdowns and a Standalone P&L that depends on Q4 "negotiations” makes this a high-volatility stock for a low-
growth sector. The thesis hinges entirely on Q4's ability to settle "change orders"—without them, EIL is an
overvalued yield play. Watch the Nigeria Urea project execution as the next major trigger for Consultancy
revenue growth.
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