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Statistical Abstract             
                

Year to Net Profit Diluted EPS EPS growth P/E P/B ROE Yield

31 Mar (RsM) (Rs) (%) (x) (x) (%) (%)

2009A 1,962 6.30 -38.9 20.3 1.6 7.5 0.3

2010A -4,155 -12.22 na -10.5 1.4 -15.0 0.1

2011E 2,166 6.37 152.1 20.1 1.3 6.8 0.1

2012E 3,428 10.08 58.3 12.7 1.2 10.0 0.3

2013E 4,768 14.02 39.1 9.1 1.0 12.4 0.3

Source: Powered by dataCentral          
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Punj Lloyd (PUJL.BO) 
 Sell: 1QFY11 Results – Execution Delays Erode Profitability 
  

 Disappointing 1QFY11 — Punj Lloyd reported 1QFY11 PAT loss of Rs306mn, 
significantly below CIRA estimate of Rs439mn profit. PAT loss was driven by sharp 
decline in revenues. 1QFY11 revenue at Rs16.1bn declined 46% YoY and was 
36% below CIRA estimate of Rs25bn. Losses would have been higher but for 
Rs1.28bn (Rs201mn in 1QFY10) other operating income in the quarter.   

 Continuing execution delays eroded profitability — ~38% of order backlog comes 
from slow moving Libya orders. Continuing execution delays and operating 
leverage led to EBITDA margins falling to 0.4% in 1QFY11 from 9.7% in 1QFY10. 

 Auditor qualifications — Auditor qualification on profit of Rs1.19bn on sale of 
investment has been removed in the quarter, but other auditor qualifications on 
Rs2.43bn of project claims and Rs655mn of liquidated damages related to the 
ONGC project continue. 

 Project status update — Ensus bio ethanol project is operating at 98% utilization 
though 1QFY11 saw reversal of GBP2.5mn on settlement with a subcontractor. 
Work has started on civil projects in Libya, and the company expects to book 
revenue from 2QFY11. ONGC Heera project has been completed, and all 4 
offshore rigs are fully operational now. 

 Maintain Sell — Punj Lloyd continues to face execution delays, cost overruns in 
projects and auditor qualifications. 38% orders backlog consists of delayed Libyan 
orders where execution is slow.  
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        Fiscal year end 31-Mar 2009 2010 2011E 2012E 2013E

        Valuation Ratios  

        P/E adjusted (x) 20.3 -10.5 20.1 12.7 9.1
        EV/EBITDA adjusted (x) 7.7 56.4 9.8 7.9 6.7
        P/BV (x) 1.6 1.4 1.3 1.2 1.0
        Dividend yield (%) 0.3 0.1 0.1 0.3 0.3
        Per Share Data (Rs)  
        EPS adjusted 6.30 -12.22 6.37 10.08 14.02
        EPS reported -7.23 -3.19 6.37 10.08 14.02
        BVPS 81.86 92.45 98.79 108.65 122.54
        DPS 0.40 0.15 0.15 0.40 0.40

        Profit & Loss (RsM)  

        Net sales 119,120 104,356 105,719 128,243 152,175
        Operating expenses -113,491 -105,348 -100,333 -120,730 -142,190
        EBIT 5,629 -991 5,387 7,513 9,985
        Net interest expense -2,208 -3,190 -3,573 -3,896 -4,453
        Non-operating/exceptionals -3,538 4,334 1,263 1,263 1,263
        Pre-tax profit -116 153 3,077 4,881 6,795
        Tax -2,199 -1,220 -895 -1,436 -2,010
        Extraord./Min.Int./Pref.div. 62 -17 -17 -17 -17
        Reported net income -2,253 -1,084 2,166 3,428 4,768
        Adjusted earnings 1,962 -4,155 2,166 3,428 4,768
        Adjusted EBITDA 7,400 1,279 7,929 10,259 12,935
        Growth Rates (%)  
        Sales 53.6 -12.4 1.3 21.3 18.7
        EBIT adjusted 13.8 -117.6 643.4 39.5 32.9
        EBITDA adjusted 15.4 -82.7 519.9 29.4 26.1
        EPS adjusted -38.9 -294.0 152.1 58.3 39.1

        Cash Flow (RsM)  

        Operating cash flow -9,805 -15,402 5,299 -3,346 -1,743
        Depreciation/amortization 1,771 2,270 2,542 2,746 2,950
        Net working capital -9,828 -16,605 575 -9,537 -9,479
        Investing cash flow -8,417 -2,485 -5,000 -4,000 -3,582
        Capital expenditure -7,265 -4,518 -4,000 -3,000 -2,582
        Acquisitions/disposals 0 0 0 0 0
        Financing cash flow 19,186 15,899 -58 7,445 5,345
        Borrowings 19,520 8,962 0 7,600 5,500
        Dividends paid -142 -58 -58 -155 -155
        Change in cash 964 -1,988 241 99 19

        Balance Sheet (RsM)  

        Total assets 111,292 121,941 127,706 146,462 164,353
        Cash & cash equivalent 8,122 6,100 6,308 6,373 6,359
        Accounts receivable 26,686 32,505 32,930 39,546 46,457
        Net fixed assets 19,768 22,025 23,493 23,757 23,398
        Total liabilities 86,027 90,840 94,514 110,014 123,309
        Accounts payable 28,836 22,736 23,033 27,940 33,154
        Total Debt 35,592 44,554 44,554 52,154 57,654
        Shareholders' funds 25,265 31,101 33,192 36,448 41,044

        Profitability/Solvency Ratios (%)  
        EBITDA margin adjusted 6.2 1.2 7.5 8.0 8.5
        ROE adjusted 7.5 -15.0 6.8 10.0 12.4
        ROIC adjusted 8.3 -3.8 6.5 8.2 9.5
        Net debt to equity 108.7 123.6 115.2 125.6 125.0
        Total debt to capital 58.5 58.9 57.3 58.9 58.4
 

      

For further data queries on Citi's full coverage universe 
please contact CIRA Data Services Asia Pacific at 
CIRADataServicesAsiaPacific@citi.com or +852-2501-
2791 



Punj Lloyd (PUJL.BO) 
3 August 2010 

 

Citigroup Global Markets 3 

   

Figure 1. Punj Lloyd – Consolidated Results 

In Rsmn 1QFY10R 1QFY11A 1QFY11E Comments 
Order Backlog    278,890     255,560 - Company won orders worth Rs32.84bn in 1QFY11 
   
Net Sales 29,527  16,058 25,000 - Delay in execution in Libya led to sharp decline in revenues 
Growth & YoY 11.5% -45.6% -15.3%  
   
Consumption of Raw materials (8,960) (4,387) (7,805)  
as a % of sales 30.3% 27.3%  
   
Contractor Charges (9,346) (4,617) (8,141)  
as a % of sales 31.7% 28.8%  
   
Staff Costs  (3,239) (2,876) (2,821)  
as a % of sales 11.0% 17.9%  
   
Other expenditure (5,127) (4,117) (4,434)  
as a % of sales 17.4% 25.6%  
   
Total Expenditure (26,670) (15,998) (23,200)  
as a % of sales 90.3% 99.6%  
   
EBITDA 2,857  60 1,800 - EBITDA margin declined due to operating leverage working against the company 
EBITDA Margin 9.7% 0.4% 7.2%  
   
Depreciation (541) (640) (680)  
EBIT 2,316  (580) 1,120  
EBIT Margin 7.8% -3.6% 4.5%  
   
Interest (707) (810) (748)  
Other Income 63  41 250  
Other operating income 201  1,281  - Sharp jump in other operating income 
PBT 1,872  (69) 622  
Tax (622) (235) (205)  
Tax Rate % 33% -343% 33%  
   
Share of Profit of Associates (19) 21 (19)  
Share of loss transferred to Minority 41  (23) 41  
   
Recurring PAT 1,272  (306) 439 - Revenue decline resulted in loss at PAT level despite higher other income 
Growth % YoY 30.3% -65.5%

Source: Citi Investment Research and Analysis, Company 

 
 
 

Punj Lloyd 
 
Company description 

Punj Lloyd is an Indian Engineering & Construction (E&C) major catering to the 
hydrocarbons and civil construction sectors across India, Asia and the Middle 
East. Services include laying pipelines, building roads, and constructing 
refineries and tankages, power plants, and other infrastructure facilities. In 
FY07 Punj Lloyd acquired Semb, which helped it scale up its expertise to 
upstream oil & gas, airports, jetties, MRT/LRT and tunnelling amongst others, 
in the infrastructure domain. Enabled by the extended capabilities accruing 
from this acquisition, Punj Lloyd is now also pre-qualified for larger and more 
complex project bids. 
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Investment strategy 

We rate Punj Lloyd shares Sell/Medium Risk (3M) given the following risks – (1) 
Losses in Simon Carves could continue for a couple more quarters; (2) two 
more pending orders in Simon Carves; (3) 35% of the Rs278bn orders backlog 
consists of delayed Libyan orders (4) Rs25bn Sabah Sarawak pipeline and two 
out of five Assam roads are delayed; (5) Recent top and middle management 
departures; (6) balance-sheet deterioration, apparent from the increase in net 
debt to equity and working capital intensity; and (7) Rs2.5bn of FCCBs, with a 
conversion price of Rs272.6 due in late FY11E, are deep out of the money. 
 
Valuation 

Our target price for Punj Lloyd of Rs115 is based on a target P/E multiple of 
14x Sep2011E. Our target multiple is more or less in line with other mid-cap 
construction peers (like HCC at 12x, IVRCL at 13.5x and Nagarjuna at 15x) and 
is set at ~ 39% discount to L&T given L&T’s superior skill sets, backlog and 
execution track record. 
 
Risks 

We have a Medium Risk rating on Punj Lloyd shares, as opposed to the 
Speculative Risk flag suggested by our quantitative risk rating system, which 
tracks 260-day historical share price volatility. We believe Medium Risk is more 
appropriate given: 1) Though grey areas remain in terms of accounting of 
orders, the company has written off a significant portion of the same in its 
profit & loss statement in the past few years; 3) Our Medium Risk rating is 
consistent with the risk flag applied to other mid-cap construction peers.  

The key upside risks include: 1) Favorable settlement with ONGC; 2) Positive 
change in macro-economic variables; and 3) Better-than-expected order 
inflows and sales execution.  

The key downside risks to our target price include: 1) Integration risks relating 
to Simon Carves; 2) Revenue volatility due to project-driven nature of business; 
3) Exports being subject to geopolitical risks; 4) Project implementation risks, 
bad debts and receivables; 5) Sensitivity to raw material costs and foreign 
currency fluctuations; and 6) Employee retention, which could be a key 
challenge. 

. 
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Appendix A-1 
Analyst Certification 

The research analyst(s) primarily responsible for the preparation and content of all or any identified portion of this research report hereby certifies that, with 
respect to each issuer or security or any identified portion of the report with respect to an issuer or security that the research analyst covers in this research 
report, all of the views expressed in this research report accurately reflect their personal views about those issuer(s) or securities. The research analyst(s) also 
certify that no part of their compensation was, is, or will be, directly or indirectly, related to the specific recommendation(s) or view(s) expressed by that research 
analyst in this research report. 
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Citigroup Global Markets Inc. or its affiliates beneficially owns 1% or more of any class of common equity securities of Punj Lloyd. This position reflects information 
available as of the prior business day. 

Within the past 12 months, Citigroup Global Markets Inc. or its affiliates has acted as manager or co-manager of an offering of securities of Punj Lloyd. 

Citigroup Global Markets Inc. or its affiliates has received compensation for investment banking services provided within the past 12 months from Punj Lloyd. 

Citigroup Global Markets Inc. or an affiliate received compensation for products and services other than investment banking services from Punj Lloyd in the past 12 
months. 

Citigroup Global Markets Inc. currently has, or had within the past 12 months, the following as investment banking client(s): Punj Lloyd. 

Citigroup Global Markets Inc. currently has, or had within the past 12 months, the following as clients, and the services provided were non-investment-banking, securities-
related: Punj Lloyd. 

Citigroup Global Markets Inc. currently has, or had within the past 12 months, the following as clients, and the services provided were non-investment-banking, non-
securities-related: Punj Lloyd. 

Rohini Malkani has in the past worked with the India government or its divisions in her personal capacity. 

Analysts' compensation is determined based upon activities and services intended to benefit the investor clients of Citigroup Global Markets Inc. and its affiliates ("the 
Firm"). Like all Firm employees, analysts receive compensation that is impacted by overall firm profitability which includes investment banking revenues. 

For important disclosures (including copies of historical disclosures) regarding the companies that are the subject of this Citi Investment Research & Analysis product 
("the Product"), please contact Citi Investment Research & Analysis, 388 Greenwich Street, 28th Floor, New York, NY, 10013, Attention: Legal/Compliance. In addition, the 
same important disclosures, with the exception of the Valuation and Risk assessments and historical disclosures, are contained on the Firm's disclosure website at 
www.citigroupgeo.com.   Valuation and Risk assessments can be found in the text of the most recent research note/report regarding the subject company. Historical 
disclosures (for up to the past three years) will be provided upon request. 

Citi Investment Research & Analysis Ratings Distribution    
Data current as of 30 Jun 2010 Buy Hold Sell
Citi Investment Research & Analysis Global Fundamental Coverage 54% 35% 12%

% of companies in each rating category that are investment banking clients 47% 45% 40%
Guide to Citi Investment Research & Analysis (CIRA) Fundamental Research Investment Ratings: 
CIRA's stock recommendations include a risk rating and an investment rating. 
Risk ratings, which take into account both price volatility and fundamental criteria, are: Low (L), Medium (M), High (H), and Speculative (S). 
Investment ratings are a function of CIRA's expectation of total return (forecast price appreciation and dividend yield within the next 12 months) and risk rating. 
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For securities in emerging markets (Asia Pacific, Emerging Europe/Middle East/Africa, and Latin America), investment ratings are:Buy (1) (expected total return of 15% or 
more for Low-Risk stocks, 20% or more for Medium-Risk stocks, 30% or more for High-Risk stocks, and 40% or more for Speculative stocks); Hold (2) (5%-15% for Low-
Risk stocks, 10%-20% for Medium-Risk stocks, 15%-30% for High-Risk stocks, and 20%-40% for Speculative stocks); and Sell (3) (5% or less for Low-Risk stocks, 10% 
or less for Medium-Risk stocks, 15% or less for High-Risk stocks, and 20% or less for Speculative stocks). 

Investment ratings are determined by the ranges described above at the time of initiation of coverage, a change in investment and/or risk rating, or a change in target 
price (subject to limited management discretion). At other times, the expected total returns may fall outside of these ranges because of market price movements and/or 
other short-term volatility or trading patterns. Such interim deviations from specified ranges will be permitted but will become subject to review by Research Management. 
Your decision to buy or sell a security should be based upon your personal investment objectives and should be made only after evaluating the stock's expected 
performance and risk. 
Guide to Citi Investment Research & Analysis (CIRA) Corporate Bond Research Credit Opinions and Investment Ratings: CIRA's corporate bond research issuer publications 
include a fundamental credit opinion of Improving, Stable or Deteriorating and a complementary risk rating of Low (L), Medium (M), High (H) or Speculative (S) regarding 
the credit risk of the company featured in the report. The fundamental credit opinion reflects the CIRA analyst's opinion of the direction of credit fundamentals of the issuer 
without respect to securities market vagaries. The fundamental credit opinion is not geared to, but should be viewed in the context of debt ratings issued by major public 
debt ratings companies such as Moody's Investors Service, Standard and Poor's, and Fitch Ratings. CBR risk ratings are approximately equivalent to the following matrix: 
Low Risk Triple A to Low Double A; Low to Medium Risk High Single A through High Triple B; Medium to High Risk Mid Triple B through High Double B; High to Speculative 
Risk Mid Double B and Below. The risk rating element illustrates the analyst's opinion of the relative likelihood of loss of principal when a fixed income security issued by a 
company is held to maturity, based upon both fundamental and market risk factors. Certain reports published by CIRA will also include investment ratings on specific 
issues of companies under coverage which have been assigned fundamental credit opinions and risk ratings. Investment ratings are a function of CIRA's expectations for 
total return, relative return (to publicly available Citigroup bond indices performance), and risk rating. These investment ratings are: Buy/Overweight the bond is expected 
to outperform the relevant Citigroup bond market sector index (Broad Investment Grade, High Yield Market or Emerging Market), performances of which are updated 
monthly and can be viewed at https://fidirect.citigroup.com/ using the "Indexes" tab; Hold/Neutral Weight the bond is expected to perform in line with the relevant Citigroup 
bond market sector index; or Sell/Underweight the bond is expected to underperform the relevant sector of the Citigroup indexes. 

NON-US RESEARCH ANALYST DISCLOSURES 
Non-US research analysts who have prepared this report (i.e., all research analysts listed below other than those identified as employed by Citigroup Global Markets Inc.) 
are not registered/qualified as research analysts with FINRA. Such research analysts may not be associated persons of the member organization and therefore may not be 
subject to the NYSE Rule 472 and NASD Rule 2711 restrictions on communications with a subject company, public appearances and trading securities held by a research 
analyst account. The legal entities employing the authors of this report are listed below: 

Citigroup Global Markets India Private Limited Venkatesh Balasubramaniam,Deepal Delivala,Atul Tiwari, CFA 

OTHER DISCLOSURES 

The subject company's share price set out on the front page of this Product is quoted as at 03 August 2010 04:00 PM on the issuer's primary market. 

Citigroup Global Markets Inc. or its affiliates beneficially owns 2% or more of any class of common equity securities of Punj Lloyd. 

For securities recommended in the Product in which the Firm is not a market maker, the Firm is a liquidity provider in the issuers' financial instruments and may act as 
principal in connection with such transactions. The Firm is a regular issuer of traded financial instruments linked to securities that may have been recommended in the 
Product. The Firm regularly trades in the securities of the issuer(s) discussed in the Product. The Firm may engage in securities transactions in a manner inconsistent with 
the Product and, with respect to securities covered by the Product, will buy or sell from customers on a principal basis. 

Securities recommended, offered, or sold by the Firm: (i) are not insured by the Federal Deposit Insurance Corporation; (ii) are not deposits or other obligations of any 
insured depository institution (including Citibank); and (iii) are subject to investment risks, including the possible loss of the principal amount invested. Although 
information has been obtained from and is based upon sources that the Firm believes to be reliable, we do not guarantee its accuracy and it may be incomplete and 
condensed. Note, however, that the Firm has taken all reasonable steps to determine the accuracy and completeness of the disclosures made in the Important Disclosures 
section of the Product. The Firm's research department has received assistance from the subject company(ies) referred to in this Product including, but not limited to, 
discussions with management of the subject company(ies). Firm policy prohibits research analysts from sending draft research to subject companies. However, it should be 
presumed that the author of the Product has had discussions with the subject company to ensure factual accuracy prior to publication. All opinions, projections and 
estimates constitute the judgment of the author as of the date of the Product and these, plus any other information contained in the Product, are subject to change without 
notice. Prices and availability of financial instruments also are subject to change without notice. Notwithstanding other departments within the Firm advising the 
companies discussed in this Product, information obtained in such role is not used in the preparation of the Product. Although Citi Investment Research & Analysis 
(CIRA) does not set a predetermined frequency for publication, if the Product is a fundamental research report, it is the intention of CIRA to provide research coverage of 
the/those issuer(s) mentioned therein, including in response to news affecting this issuer, subject to applicable quiet periods and capacity constraints. The Product is for 
informational purposes only and is not intended as an offer or solicitation for the purchase or sale of a security. Any decision to purchase securities mentioned in the 
Product must take into account existing public information on such security or any registered prospectus. 

Investing in non-U.S. securities, including ADRs, may entail certain risks. The securities of non-U.S. issuers may not be registered with, nor be subject to the reporting 
requirements of the U.S. Securities and Exchange Commission. There may be limited information available on foreign securities. Foreign companies are generally not 
subject to uniform audit and reporting standards, practices and requirements comparable to those in the U.S. Securities of some foreign companies may be less liquid and 
their prices more volatile than securities of comparable U.S. companies. In addition, exchange rate movements may have an adverse effect on the value of an investment in 
a foreign stock and its corresponding dividend payment for U.S. investors. Net dividends to ADR investors are estimated, using withholding tax rates conventions, deemed 
accurate, but investors are urged to consult their tax advisor for exact dividend computations. Investors who have received the Product from the Firm may be prohibited in 
certain states or other jurisdictions from purchasing securities mentioned in the Product from the Firm. Please ask your Financial Consultant for additional details. 
Citigroup Global Markets Inc. takes responsibility for the Product in the United States. Any orders by US investors resulting from the information contained in the Product 
may be placed only through Citigroup Global Markets Inc. 

Important Disclosures for Morgan Stanley Smith Barney LLC Customers: Morgan Stanley & Co. Incorporated (Morgan Stanley) research reports may be available about the 
companies that are the subject of this Citi Investment Research & Analysis (CIRA) research report. Ask your Financial Advisor or use smithbarney.com to view any available 
Morgan Stanley research reports in addition to CIRA research reports. 
Important disclosure regarding the relationship between the companies that are the subject of this CIRA research report and Morgan Stanley Smith Barney LLC and its 
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affiliates are available at the Morgan Stanley Smith Barney disclosure website at www.morganstanleysmithbarney.com/researchdisclosures. 
The required disclosures provided by Morgan Stanley and Citigroup Global Markets, Inc. on Morgan Stanley and CIRA research relate in part to the separate businesses of 
Citigroup Global Markets, Inc. and Morgan Stanley that now form Morgan Stanley Smith Barney LLC, rather than to Morgan Stanley Smith Barney LLC in its entirety. For 
Morgan Stanley and Citigroup Global Markets, Inc. specific disclosures, you may refer to www.morganstanley.com/researchdisclosures and 
https://www.citigroupgeo.com/geopublic/Disclosures/index_a.html. 
This CIRA research report has been reviewed and approved on behalf of Morgan Stanley Smith Barney LLC. This review and approval was conducted by the same person who 
reviewed this research report on behalf of CIRA. This could create a conflict of interest. 

The Citigroup legal entity that takes responsibility for the production of the Product is the legal entity which the first named author is employed by.  The Product is made 
available in Australia through Citigroup Global Markets Australia Pty Ltd. (ABN 64 003 114 832 and AFSL No. 240992), participant of the ASX Group and regulated by the 
Australian Securities & Investments Commission.  Citigroup Centre, 2 Park Street, Sydney, NSW 2000.  The Product is made available in Australia to Private Banking 
wholesale clients through Citigroup Pty Limited (ABN 88 004 325 080 and AFSL 238098). Citigroup Pty Limited provides all financial product advice to Australian Private 
Banking wholesale clients through bankers and relationship managers.  If there is any doubt about the suitability of investments held in Citigroup Private Bank accounts, 
investors should contact the Citigroup Private Bank in Australia.  Citigroup companies may compensate affiliates and their representatives for providing products and 
services to clients.  The Product is made available in Brazil by Citigroup Global Markets Brasil - CCTVM SA, which is regulated by CVM - Comissão de Valores Mobiliários, 
BACEN - Brazilian Central Bank, APIMEC - Associação dos Analistas e Profissionais de Investimento do Mercado de Capitais and ANBID - Associação Nacional dos Bancos 
de Investimento.  Av. Paulista, 1111 - 11º andar - CEP. 01311920 - São Paulo - SP.  If the Product is being made available in certain provinces of Canada by Citigroup 
Global Markets (Canada) Inc. ("CGM Canada"), CGM Canada has approved the Product.  Citigroup Place, 123 Front Street West, Suite 1100, Toronto, Ontario M5J 2M3.  The 
Product is made available in France by Citigroup Global Markets Limited, which is authorised and regulated by Financial Services Authority.  1-5 Rue Paul Cézanne, 8ème, 
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