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 Engineers India reported a bad set of numbers. The reported top-line of the
company was at Rs 6.0 bn way below our expectations of Rs 7.4 bn. Reported
top-line declined by 23.7% on year-over-year basis (32.8% & 10.4% fall in
Turnkey & Consultancy business, respectively).

 At the EBITDA front, company reported an EBITDA of Rs 1.3 bn against our
expectations of Rs 1.9 bn. On other hand, reported EBITDA margins of the
company were at 21.7% (vs. 23.0% a year ago & 25.3% in previous quarter).

 32.8% fall in year-over-year Turnkey business top-line led to 44.1% fall in the
year-over-year sub-contracting charges (to Rs 871.8 mn). Increased
contribution of Consultancy business (47.9% in Q3FY13 vs. 40.8% in Q3FY12)
coupled with marginal cool-down in raw material prices, translated to 25.3%
year-over-year fall in construction materials (to Rs 1.9 bn).

 If we look at Q3FY13 segment-wise EBIT margins, both, Consultancy & Turnkey
business on a year-over-year basis, witnessed margin compression scenario.
Unadjusted EBIT margins of Consultancy business declined from 45.0% a year
ago to 41.5% in Q3FY13. Further, Turnkey business witnessed 261 bps
unadjusted EBIT margin compression on a year-over-year basis to 7.6%.

 EIL reported a PAT of Rs 1.3 bn, below our expectations of Rs 1.7 bn. Despite
EBITDA margin compression, PAT margins expanded on a year-over-year basis
by 279 bps to 21.9%. PAT margin expansion has been on a/c of (1) 50.6%
surge in other income (to Rs 669.3 mn), (2) 12.8% decline in tax expenses (to
Rs 632.9 mn).

Update on Order Book
During the quarter EIL reported Rs 544 mn of Order Inflows (OI’s). In the first nine
months of FY13E, EIL has reported OI to the tune of Rs 12.8 bn. With 1 more quarter
to go in FY13E, EIL would have a daunting task of reporting OI’s in the range of
Rs 17.2-22.2 bn to attain its FY13E OI guidance of Rs 30-35 bn.  In our opinion the
company will miss-out on the guidance if no quick decission is taken by various
govt. agencies, through which it gets orders.

Numbers disappoint, Favorable Industry developments shaping-up
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Assumptions Changed

FY13E FY14E FY13E FY14E FY13E FY14E
Revenues 38,029.7 43,194.4 33,778.1 35,178.7 ‐11.2% ‐18.6%
EBITDA 7,967.2 9,973.6 7,076.5 8,122.8 ‐11.2% ‐18.6%
PAT 6,749.8 8,121.5 6,175.8 6,925.4 ‐8.5% ‐14.7%
Source: IndiaNivesh Estimates

Particulars
Old New Change (%)

After adjusting for revenues booked during the quarter, Order Book at Q3FY13-end
stands at Rs 38.7 bn (thereby giving revenue visibility for next 5-7 quarters).

In Q4FY13 EIL reported EPCM related order worth Rs 440 mn from OIL for their
Naharkatiya- Barauni pipeline crude oil pipeline project. This project is expected to
be executed in 24 months.

Estimates revised downwards
Given the declining order book levels of EIL, which reduces revenue visibility, we
have revised downwards our top-line and bottom-line estimates for both FY13E
and FY14E.

LSTK, 41%

CES, 59%

Order Book Split                    
(at Q3FY13‐end)

70.0%

22.5%

0.5%

6.0%

1.0%

Hydrocarbons Chemicals & Fertilizers Metallurgy

Infrastructure Power & Others

Order Book split Vertical‐wise (Q3FY13‐end)

Source: Company Filings; IndiaNivesh Research Source: Company Filings; IndiaNivesh Research

Outlook & Valuation
At CMP of Rs 221, EIL is trading at FY13E and FY14E, P/E multiple of 12.2x and
10.2x, respectively. Historically in the last 3 years, EIL has traded at 1-year forward
P/E band of 15.2x.

In the last 6 months, EIL has delivered negative 5% returns, mainly on concerns on
slow-down in order book of the company. Yesterday’s announcement of Cabinet
Committee on Infrastructure (CCI) where they are likely to review ~47 projects (some
of them held by ONGC, RIL, Cairn), indicates that Government has realized the severe
slow-down in the capex cycle and the need to revive investment cycle in the Hydro-
Carbons space.

Even though EIL has participated in bids worth ~Rs 2 bn (most of them Turnkey
projects), and another Rs ~Rs 15 bn worth of projects under negotiation, we sense
that projects are getting deferred as of now. With reform announcements here to
stay, increased activity in the Hydro-Carbons vertical and given the strong market
position of EIL in this vertical, we are confident that for any revival in this space, EIL
would be the biggest beneficiary.

After taking into account declining order book levels, revised estimates, we have
reduced our FY14E price target from Rs 289 to Rs 247, indicating 12.0x multiple.
Given the limited 11.6% upside potential in the stock from current levels, we revised
downwards our rating by one notch to HOLD.
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Standalone Financials
(Rs in mn.) Q3FY13 Q2FY13 Q3FY12 q-o-q  ch y-o-y  ch

Net Income from operations 6,047.7 6,677.3 7,925.0 ‐9.4% ‐23.7%

Sub-Contract payment 871.8 1,152.4 1,560.1 ‐24.3% ‐44.1%
Construction Material 1,924.4 1,641.0 2,575.4 17.3% ‐25.3%
Employee Cost 1,443.9 1,549.4 1,366.7 ‐6.8% 5.6%
Other expenditure 496.6 647.0 600.3 ‐23.2% ‐17.3%
Total Operating Expenses 4,736.6 4,989.7 6,102.6 ‐5.1% ‐22.4%

EBITDA 1,311.1 1,687.6 1,822.4 ‐22.3% ‐28.1%
EBITDA Margin (%) 21.7% 25.3% 23.0%

Depreciation & Amortisation 24.2 34.7 28.1 ‐30.3% ‐14.0%
Other Income 669.3 709.9 444.3 ‐5.7% 50.6%
Profit before Int. & tax 1,956.2 2,362.8 2,238.6 ‐17.2% ‐12.6%

Interest & Finance charges 0.0 1.2 0.0 n/a n/a
Profit before tax 1,956.2 2,361.6 2,238.6 ‐17.2% ‐12.6%

Tax Expense 632.9 749.1 726.0 ‐15.5% ‐12.8%
Profit After tax 1,323.3 1,612.5 1,512.6 ‐17.9% ‐12.5%

Effective Tax Rate (%) 32.4% 31.7% 32.4%
PAT Margins (%) 21.9% 24.1% 19.1%

EPS- Diluted 3.93 4.78 4.49
Source: Company Filings; IndiaNivesh Research

Sl. No. Qrtr Order Inflow Client Sch. Comp. Con. Val.
1 Q1FY13 Panipat Naptha Cracker Complex IOCL Q4FY15 1,425

2 Q2FY13
Mallavaram-Bhopal-Bhilwara-Vijaipur 
Pipeline

GITL Q4FY15 707

3 Q2FY13
Refinery Expansion project Stage II, 
Kochi

BPCL Q4FY16 7,200

4 Q2FY13
Nuclear Fuel Complex at Rawatbhata, 
Kota

NFC Q2FY18 419

5 Q2FY13
Main Buildings of Central University, 
Bhatinda

CUP Q2FY18 180

6 Q3FY13
Facilities project at Mangala Processing 
Terminal

CAIRN Q1FY15 295

7 Q4FY13
Upgrading Pumpstations/ Terminals of 
Naharkatiya-Barauni Crude Oil Pipeline

OIL Q2FY17 445

8 Q4FY13
Canal Pipeline & Pump station works at 
Sardar Sarovar Narmada Ltd.

SSNL Q4FY14 245

9 Q3FY13 5 pipelines of GASCO-UAE GASCO Q3FY15 249
11,165

Note: Rs in mn, Source: Company, IndiaNivesh Research

Annexure: YTD Key Order Inflows
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Consolidated Financial statements

Income statement Balance sheet
Y E March (Rs m) 2010A 2011A 2012A 2013E 2014E Y E March (Rs m) 2010A 2011A 2012A 2013E 2014E

Net sales 20,139.9 28,481.9 37,234.4 33,778.1 35,178.7 Share Capital 561.6 1,684.7 1,684.7 1,684.7 1,684.7

Growth % 41.4% 30.7% ‐9.3% 4.1% Reserves & Surplus 10,980.6 13,214.0 17,303.1 19,895.3 23,330.7

Purchase of traded Goods 0.0 0.0 0.0 0.0 0.0 Net Worth 11,542.2 14,898.7 18,987.8 21,580.0 25,015.3

Employee cost 4,911.7 5,240.6 5,478.4 5,134.3 5,206.4 Total Liabilities 11,542.2 14,898.7 18,987.8 21,580.0 25,015.3

Other Operating Expenses 10,213.1 16,694.0 24,598.7 21,567.3 21,849.5 Gross Block 1,864.3 1,969.3 2,579.7 3,579.7 4,579.7

Total Operating Expenses 15,124.8 21,934.6 30,077.1 26,701.6 27,055.9 Accumalated Depreciation 1,230.8 1,336.9 1,498.8 1,663.5 1,835.6

EBITDA 5,015.1 6,547.3 7,157.3 7,076.5 8,122.8 Net Block 633.6 632.4 1,080.9 1,916.2 2,744.1

Growth % 30.6% 9.3% ‐1.1% 14.8% Capital WIP 118.5 219.4 0.0 0.0 0.0

EBITDA Margin % 24.9% 23.0% 19.2% 21.0% 23.1% Deferred Tax Asset 1,419.2 1,761.2 2,149.6 2,149.6 2,149.6

Deprecaition 131.0 145.1 196.9 202.7 211.1 Investments 974.9 5,127.9 6,285.1 10,485.1 14,685.1

EBIT 6,713.8 7,998.7 9,282.8 9,303.8 10,431.7 Current Assets 25,626.4 27,224.5 28,520.6 27,202.2 24,980.3

EBIT Margin % 33.3% 28.1% 24.9% 27.5% 29.7% Inventories 9.7 8.7 8.3 9.4 9.8

Other Income 1,829.7 1,596.5 2,322.4 2,430.0 2,520.0 Sundry Debtors 3,258.8 3,278.5 3,157.9 3,002.5 2,736.1

Interest 12.9 14.7 11.6 16.9 17.6 Cash & Bank Balance 17,944.8 17,981.3 16,870.2 17,560.0 15,534.9

PBT 6,700.9 7,984.0 9,271.2 9,287.0 10,414.1 Loans & advances 1,853.6 2,575.2 2,437.1 2,064.2 1,954.4

Tax 2,296.2 2,671.2 2,832.5 3,111.1 3,488.7 Other Current assets 2,559.5 3,380.8 6,047.2 4,566.1 4,745.1

Effective tax rate % 34.3% 33.5% 30.6% 33.5% 33.5% Current Liabilities & provisions 17,230.9 20,066.8 19,048.4 20,173.1 19,543.7

Extraordinary items 0.0 0.0 0.0 0.0 0.0 Current Liabilities 14,036.5 15,452.4 13,492.9 14,543.4 13,680.6

Minority Interest 0.0 0.0 0.0 0.0 0.0 Provisions 3,194.4 4,614.3 5,555.4 5,629.7 5,863.1

Adjusted PAT 4,404.7 5,312.9 6,438.7 6,175.8 6,925.4 Net Current Assets 8,395.5 7,157.7 9,472.2 7,029.1 5,436.5

Growth% 20.6% 21.2% ‐4.1% 12.1% Other Assets 0.6 0.1 0.0 0.0 0.0

PAT margin % 21.9% 18.7% 17.3% 18.3% 19.7% Total assets 11,542.2 14,898.7 18,987.7 21,579.9 25,015.3
Source: IndiaNivesh Research Source: IndiaNivesh Research

Cash Flow Key ratios
Y E March (Rs m) 2010A 2011A 2012A 2013E 2014E Y E March 2010A 2011A 2012A 2013E 2014E

PBT 6,709.1 8,042.4 9,282.8 9,303.8 10,431.7 EPS (Rs) 13.4 15.8 19.1 18.3 20.5

Depreciation 131.0 149.3 196.9 202.7 211.1 Cash EPS (Rs) 10.7 13.3 (0.1) 23.2 13.9

Interest on dep/ adv. (1,531.2) (1,264.9) (1,857.9) (1,944.0) (2,016.0) DPS (Rs) 17.7 5.0 6.0 7.5 9.0

Other non cash charges (195.1) (20.1) 358.4 (30.0) (30.0) BVPS 34.3 44.2 56.4 64.0 74.2

Changes in working capital 867.0 333.1 (5,554.3) 3,382.9 (432.5) .

Tax 2,383.3 2,710.0 2,444.1 3,110.4 3,487.4 ROCE 44.3% 44.3% 37.7% 32.8% 32.5%

Prior period adj. (8.2) (58.4) 0.0 0.0 0.0 ROE 39.0% 35.7% 33.9% 28.6% 27.7%

Cash flow from operations 3,589.4 4,471.3 (18.2) 7,805.0 4,676.9 RoIC -21.4% 22.5% 21.5% 14.9% 13.5%

Capital expenditure (183.9) (152.3) (610.4) (1,000.0) (1,000.0) EBITDA Margin % 25.4% 24.6% 19.2% 20.9% 23.1%

Free Cash Flow 3,773.2 4,623.6 592.1 8,805.0 5,676.9 Net Margin % 22.4% 19.8% 17.3% 18.3% 19.7%

Inc/Dec. in Investments 540.0 (4,154.0) (1,157.2) (4,200.0) (4,200.0) PER (x) 16.5x 14.0x 11.6x 12.1x 10.8x

Cash flow from investments 2,070.4 (3,087.6) 339.8 (3,226.0) (3,154.0) P/BV (x) 6.5x 5.0x 3.9x 3.5x 3.0x

P/CEPS (x) 20.7x 16.7x n/a 9.5x 15.9x

Equity capital raised 0.0 0.0 0.0 0.0 0.0 EV/EBITDA (x) 10.9x 7.8x 7.2x 6.6x 5.4x

Dividend paid (incl tax) (6,929.6) (1,347.3) (2,365.3) (2,956.6) (3,547.9) Dividend Yield % 8.0% 2.3% 2.7% 3.4% 4.1%

Cash flow from Financing (6,929.6) (1,347.3) (2,365.3) (2,956.6) (3,547.9)

M-Cap/Sales (x) 3.7x 2.8x 2.0x 2.2x 2.1x

Net change in cash (1,269.8) 36.5 (2,043.7) 1,622.3 (2,025.0) Net Debt/Equity (x) 0.0x 0.0x 0.0x 0.0x 0.0x

Cash at the beginning of the year 19,214.7 17,944.8 17,981.3 15,937.6 17,560.0 Net Debt/EBITDA (x) 0.0x 0.0x 0.0x 0.0x 0.0x

Cash at the end of the year 17,944.8 17,981.3 15,937.6 17,560.0 15,534.9
Source: IndiaNivesh Research Source: IndiaNivesh Research
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Disclaimer:
The projections and the forecasts described in this report were based upon a number of estimates and assumptions and are inherently subject to significant
uncertainties and contingencies. Projections and forecasts are necessarily speculative in nature, and it can be expected that one or more of the estimates on which
the projections are forecasts were based will not materialize or will vary significantly from actual results and such variations will likely increase over the period of
time. All the projections and forecasts described in this report have been prepared solely by authors of this report independently. All the forecasts were not
prepared with a view towards compliance with published guidelines or generally accepted accounting principles.
This report is for information purpose only and this document / material should not be construed as an offer to sell or the solicitation of an offer to buy, purchase or
subscribe to any securities, and neither this document nor anything contained therein shall form the basis of or be relied upon in connection with any contract or
commitment whatsoever. This document does not solicit any action based on material contained herein. It is for the general information of the clients of INSPL.
Though disseminated to the clients simultaneously, not all clients may receive this report at the same time. It does not constitute a personal recommendation or
take into account the particular investment objective, financial situation or needs of individual clients. Persons who may receive this document should consider and
independently evaluate whether it is suitable for its/ his/ her / their particular circumstances and if necessary seek professional / financial advice. Any such person
shall be responsible for conducting his / her/ its/ their own investigation and analysis of the information contained or referred to in this document and of evaluating
the merits and risks involved in securities forming the subject matter of this document. The price and value of the investment referred to in this document / material
and income from them may go up as well as down, and investors may realize profit / loss on their investments. Past performance is not a guide for future performance.
Actual results may differ materially from those set forth in the projection. Forward-looking statements are not predictions and may be subjected to change without
notice. INSPL accepts no liabilities for any loss or damage of any kind arising out of use of this report.
This report / document has been prepared by INSPL based upon the information available to the public and sources believed to be reliable. Though utmost care has
been taken to ensure its accuracy, no representation or warranty, express or implied is made that it is accurate. INSPL has reviewed this report and, in so far as it
includes current and historical information, it is believed to be reliable, although its accuracy and completeness cannot be guaranteed.
Following table contains the disclosure of interest in order to adhere to utmost transparency in the matter;

This information is subject to change without any prior notice. INSPL reserves the right to make modifications and alternations to this statement as may be required
from time to time. Nevertheless, INSPL is committed to providing independent and transparent recommendations to its clients, and would be happy to provide
information in response to specific client queries.

Disclosure of Interest Statement

1. Analyst ownership of the stock No

2. Group/Directors ownership of the stock No

3. Broking relationship with company covered No

4. Investment Banking relationship with company covered No

IndiaNivesh Securities Private Limited
601 & 602, Sukh Sagar, N. S. Patkar Marg, Girgaum Chowpatty, Mumbai 400 007.

Tel: (022) 66188800 / Fax: (022) 66188899

e-mail: research@indianivesh.in | Website: www.indianivesh.in
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