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Q3FY12 Diminishing View

Key Take Away Order inflows disrupted severely

CMP 245 | * Order inflows for 9MFY12 were at Rs.153bn, as against Rs.358bn for
Recommendation NEUTRAL 9MFY11. As per the management, orders worth Rs.58.5bn were
Target Price --

cancelled in Q3FY12, including 2X600MW coal-based power project

of a private developer & 1X300MW.

600029 | ® Order backlog stood @ Rs.1465bn down by 7% yoy & 9% qoq. Of the

Market Cap (RsMn)

P/E (FY13E) 10x total order book power segment stood power segment stood at
Equity Capital (RsMn) 4895 Rs.1174bn, industry at Rs.197bn & the international orders at
Face Value (Rs) 2 Rs.94b
52 Week High/Low (Rs) 459/225 3. 74bN.

e Company has received Lols for two projects (worth INR14bn) in
Website: www.bhel.com January 2012 - 300MW from Abhijit Group worth INR6.3bn and six oil
NSE Code BHEL igs from ONGC worth INR7.7b
Sensex 16863 rigs from wor .7bn.
Nifty 5087 | Order execution in line, but margins falter

e BHEL’s 3QFY12 revenues of Rs.105bn (+19% YoY) were in line with

Shareholding Pattern (%) our estimates of Rs.108bn. The Power equipment segment, which

accounts for a chunk of revenues (-79%), registered a growth of

st
As on 317 December, 2011 58%, while the industrial equipment business (~21%),degrew by 37%.
Promoters 67.72
MFs, Fls & Banks 13.54 | ® Inflation in input costs and other operating costs rose by 28% and
Flls 12.41 65% respectively. Other expenditure rose on account of higher
Other Bodies corporate 3.75 . .
Public and others 5 58 transportation costs, which rose by Rs.1.4bn yoy due to the

despatch of higher rating sets. Additionally, higher provisioning for

g R — liquated damages and contractual obligations by ~Rs.1.6bn also took

a toll on operational profitability.

100 e Consequently, EBIDTA was flat @Rs.20.8bn yoy. A higher component
u of other income and lower tax provisioning resulted in BHEL

100 recording a PAT growth of 2% yoy @Rs.14.3bn.
20,0
Valuations

-30.0
With clouds surrounding the Power sector & no clear visibility of orders,

at its CMP of Rs.245 we give a ‘NEUTRAL’ rating for BHEL.
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-60.0 Particulars (mlns) 2009-10 2010-11 2011-12F 2012-13E
NN «\\ «\\ RIS Q;\\ N V\\ 4,\\ C\\ \’ Net Sales 328611 415661 479646 421489
S o,é) i o o,.@ o,r‘°° & ¥ c,‘*Q S XS S PAT 43107 60112 68853 59768
Yoy Y Y gV Yy gy
EBIDTA % 21.16% 22.95% 22.00% 22.03%
—BHEL —BSE_SENSEX
PAT % 13.12% 14.46% 14.35% 14.18%
EPS 87.60 122.80 28.13 24.42
Sr. Analyst : CA Jigisha Jaini PE >7.23 16.78 8.71 10.03
Email: jigishajaini@way2wealth.com ROCE % 34.99% 35.29 31.39% 53.59
Contact: 022 - 61462957 ROE % 27.1% 29.8% 27.3% 20.3%
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Other Key Highlights

e Net working capital stood at INR142bn. Working capital was impacted adversely as debtors
increased besides customer advances came in lower due to lack of new major orders.

e (Cash position deteriorated sharply as cash balance reduced to Rs.50bn from Rs.80bn at the end of
Q2FY12.

e The two Rajasthan orders where BHEL is L1, the management has updated that Coal/ Land /
Environmental issues had been sorted out.

e Regarding the NTPC bulk tender, hearing is over & completed for the 660MW boiler order and
judgment is awaited.

e Regarding the 800MW NTPC bulk tender, the Lols are awaited.

e On the T&D front, the management has informed that it has commissioned 1200kv transformer at

BINA based on in-house technology.
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Quarterly Financials (Rs.Mn)

Quarterly Financials

Particulars Q3FY 11-12 Q3FY 10-11  Y-o-Y%  Q2FY11-12  Q-o0-Q%  9IMFY 11-12  9MFY 10-11 Y-0-Y %
Order Backlog (blns) 1465 1580 -T% 1610 9% 1465 1580 )
Gross sales 110783 92798 19% 107576 3% 292691 247565 18%
Excise Duty 5303 4305 23% 4590 16% 12969 10991 18%
% of Sales 4.79% 4.64% 4.27% 4.43% 4.44%

Net Sales 105480 88493 19% 102986 2% 279722 236574 18%
Operating Income 1951 1741 12% 2469 -21% 5878 4576 28%
% of Sales 1.85% 1.97% 2.40% 2.1% 1.9%

Gross Income 107431 90233 19% 105455 2% 285601 241150 18%
Inc/Dec in Stock -4745 -2759 72% -4478 6% -13530 -7943 70%
% of Sales -4.50% -3.12% -4.35% -4.8% -3.4%

Cons. of Raw Materials 64882 50857 28% 65658 1% 176346 143775 23%
% of Sales 61.51% 57.47% 63.75% 63.0% 60.8%

Staff Cost 13377 13487 -1% 13491 1% 39878 39505 1%
% of Sales 12.68% 15.24% 13.10% 14.3% 16.7%

Other Expenditure 13113 7932 65% 11192 17% 31378 19122 64%
% of Sales 12.43% 8.96% 10.87% 11.2% 8.1%

Total Expenditure 86626 69516 25% 85863 1% 234072 194459 20%
% of Sales 82.13% 78.56% 83.37% 83.7% 82.2%

Operating Profits 20805 20717 0% 19592 6% 51529 46691 10%
% of Sales 19.72% 23.41% 19.02% 18.42% 19.74%

Other Income 1960.2 1529 28% 2199 1% 6645.3 4783.8 39%
% of Sales 1.86% 1.73% 2.14% 2.38% 2.02%

Interest 145 145 0% 97 49% 3294 2423 36%
% of Sales 0.14% 0.16% 0.09% 0.12% 0.10%

P/L Bef Dep. & Taxes 22620 22102 2% 21694 4% 57845 51232.6 13%
Depreciation 1861.4 1447 29% 1888 1% 5458.6 4056.8 35%
% of Sales 1.76% 1.64% 1.83% 1.95% 1.71%

P/L Before Tax 20758.3 20655 1% 19806 5% 52386.1 47175.8 1%
Prov. for Taxation 6432.2 6623 -3% 5686 13% 15784.6 15044.2 5%
% PBT 30.99% 32.06% 28.71% 30.13% 31.89%

Net Profit(+)/Loss(-) 14326 14032 2% 14120 1% 36602 32132 14%
% of Sales 13.58% 15.86% 13.71% 13.08% 13.58%

Face Value of Share (in Rs.) 2 2 2 2 2

Paid-up Equity Share Capital ~ 4895.2 4895.2 4895.2 4895.2 4895.2

Basic EPS (in Rs.) 5.85 573 2% 577 1% 14.95 13.13 14%
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Segmental Results

Particulars

Q3FY 11-12 Q3FY 10-11

Y-0-Y % Q2FY 11-12

Qo-Q%

\ WAY2WEALTH
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IMFY 11-12  9MFY 10-11

Y-0-Y %

Segment Revenue

Power 87,115 55,023 58% 77,973 12% 135,776 124,280 9%

% of Total 78.6% 59% 72.5% 74.6% 80.3%

Industry 23,668 37,775 -37% 29,603 -20% 46,132 30,487 51%
% of Total 21.4% 41% 27.5% 25.4% 19.7%

Total 110,783 92,798 T 19% 107,576 3% 181,908 154,767 ' 18%
Segment Profits

Power 16,570 17,133 -3% 13,159 26% 22,677 24,892 9%

Industry 7,486 3,730 101% 8,004 -6% 11,737 5,300 121%
Total 24,056 20,863 ' 15% 21,163 14% 34,414 30,192 T 14%
PBIT Margins 21.7% 22.5% 19.7% 18.9% 19.5%

Power (%) 19.0% 31% 16.9% 16.7% 20.0%

Industry (%) 31.6% 10% 27.0% 25.4% 17.4%
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Financials:
Profit & Loss a/c Statement Balance Sheet
Particulars (Rs. Min) T e R Particulars (Rs. Mln) 2009-10 201011 2011-12E  2012-13E
SOURCES OF FUNDS :
Net Sales 328611 415661 479646 421489 Equity capital 4895 4895 4895 4895
Other Income 16486 17011 21488 18630| | Total Reserves 154279 196643 247748 289768
Total Income 345097 432672 501134 440118 Total Networth 159174 201538 252643 294664
% Growth 24.54%  25.38%  15.82%  -12.18%| pocotcapital 1278 1634 1666 1699
Total Liabilities 160451 203172 254309 296363
EXPENDITURE : APPLICATION OF FUNDS :
Raw Materials 206723 232091 288363 248847 Gross Block 65801 80497 115119 120119
Manufacturing Expenses 68834 105204 107242 98419 Less : Accumulated Depreciatio 41505 46486 53288 60385
Total Expenditure 275557 337295 395605  347265| | €sS:lease AdjustmentAcc o 142 2 2 2
% of Sal 83,864 8115 8 485 8 39% Net Block 24153 34009 61830 59733
o O >ales SOR0 -15% R =72 | capital Work in Progress 15501 17622 5000 6123
Operating Profit 69540 95377 105529 92853 Investments 798 4392 4392 4392
EBIDTA Margins % 21.16% 22.95% 22.00% 22.03% Deferred Tax Assets 15272 21636 21636 21636
Depreciation 3371 4756 6801 7097| | Current Assets 429143 514947 606199 613073
EBIT 66169 90622 98728 85756 Inventories 92355 109630 126506 111167
Sundry Debtors 206888 273546 315654 277381
EBIT Margins % 20.14% 21.80% 20.58% 20.35% Cash and Bank 97901 96302 123110 188558
Interest 335 547 367 374 Loans and Advances 27932 32373 37356 32827
Profit Before Tax & Extraord. Other Current Assets 4069 3096 3573 3140
Items 65834 90074 98361 85382 Current Liabilities 324415 389434 444747 408593
EBT Margins % 20.03%  21.67%  20.51%  20.26%| | Sundry Creditors 75798 96019 110800 97365
Other Credit 204439 217447 250919 220495
Total Tax 22800 29945 29508 25615 er treditors
) Provisions 44178 75968 83028 90732
Profit After Tax 43034 60130 68853 59768| | Net current Assets 104728 125514 161453 204480,
PAT Margins % 13.10% 14.47% 14.35% 14.18%| | Total Assets 160452 203172 254309 296363
Cash Flow Ratios
Particulars 2009-10 2010-11  2011-12E  2012-13E [l Particulars 2009-10  2010-11  2011-12E  2012-13E
Cash Flow Summary Valuation Ratios
Op. Profit before Working Capital 71752 96163 105529 92853| |Mkt.Price - Rs. 2385.00  2060.00  245.00
. EPS - Rs. 87.60 122.80 28.13 24.42
Changes in -
EBIDTA % 21.16% 22.95% 22.00% 22.03%
Trade & other Receivables -56519 -74073 -47568 43236
PBT % 20.03% 21.67% 20.51% 20.26%
Inventories -14034 -17380 -16876 15339
PAT % 13.12% 14.46% 14.35% 14.18%
Trade Payables 33686 60524 48253 -43858 EV - Rs. Min. 1070882 913743 478218 412804
Cash Generated from operations 34885 65234 89338 107569 EV/EBIDTA 15.40 9.58 4.53 4.45
Direct Taxes Paid -19035 -38648 -29508 -25615 EV/Sales 3.26 2.20 1.00 0.98
Net Cash flow from Operating Act. 15851 26586 59830 81955|  |Book Value in Rs.per share 325.16 411.71 103.22 120.39
Cash Flow from Investing Act. P/E ratio 27.23 16.78 8.71 10.03
Capex -17137 -17238 -22000 -6123| |ROCE - % 34.92% 35.19% 31.27% 23.47%
Purch/Sale of Fixed Assets 0] 0 0 0 ROE - % 27.08% 29.83% 27.25% 20.28%
Purch/Sale of Invsts 0 0 0 0 Dividend Yield
Interest recd. 7746 7403 6741 7387| |Balance Sheet Ratios
Net Cash used in Investing act -9391 -9834  -15259 1264| |Pebt-Equity Ratio 0.01 0.01 0.01 0.01
. . Current Ratio 1.32 1.32 1.36 1.50
Cash Flow from Financing act.
Debtor Days 206.50 215.86 215.86 215.86
Proceed/Repmt of Borrowings -215 351 351 351
Creditor Days 75.66 75.77 75.77 75.77
Dividend Paid -10879 -14563 -17747 -17747 L
Depreciation / GFA 5.12% 5.91% 5.91% 5.91%
Interest paid -337 -545 -367 374 || nterest Cover Ratio 197.52  165.58  269.34  229.36
Net Cash from Financing act -11430 -14757 -17763 -17770 i —
Total (atb+c) -4971 1995 26808 65448|  IFixed Assets 499.40%  516.37%  416.65%  350.89%
Opening balance 103147 97901 96301 123110( |inventory 3.56 3.79 3.79 3.79
Closing balance 98176 99895 123110 188558| |Debtors 1.65 1.58 1.58 1.58
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DISCLAIMER

Analyst Certification: I, Jigisha Jaini, the research analyst and author of this report, hereby certify that the views expressed in this research report accurately reflect our
personal views about the subject securities, issuers, products, sectors or industries. It is also certified that no part of the compensation of the analyst(s) was, is, or will be directly
or indirectly related to the inclusion of specific recommendations or views in this research. The analyst(s), principally responsible for the preparation of this research report, receives
compensation based on overall revenues of the company (Way2Wealth Brokers Private Limited, hereinafter referred to as Way2Wealth) and has taken reasonable care to achieve
and maintain independence and objectivity in making any recommendations.

Disclaimer

This report is for the personal information of the authorized recipient and does not construe to be any investment, legal or taxation advice to you. Way2Wealth is not soliciting any
action based upon it. Nothing in this research shall be construed as a solicitation to buy or sell any security or product, or to engage in or refrain from engaging in any such
transaction. The contents of this material are general and are neither comprehensive nor appropriate for every individual and are solely for the informational purposes of the
readers. This material does not take into account the specific objectives, financial situation or needs of an individual/s or a Corporate/s or any entity/s.

This research has been prepared for the general use of the clients of the Way2Wealth and must not be copied, either in whole or in part, or distributed or redistributed to any other
person in any form. If you are not the intended recipient you must not use or disclose the information in this research in any way. Though disseminated to all the customers
simultaneously, not all customers may receive this report at the same time. Way2Wealth will not treat recipients as customers by virtue of their receiving this report. Neither this
document nor any copy of it may be taken or transmitted into the United States (to US Persons), Canada or Japan or distributed, directly or indirectly, in the United States or
Canada or distributed, or redistributed in Japan to any residents thereof. The distribution of this document in other jurisdictions may be restricted by the law applicable in the
relevant jurisdictions and persons into whose possession this document comes should inform themselves about, and observe, any such restrictions.

It is confirmed that Ms. Jigisha Jaini, the author of this report has not received any compensation from the companies mentioned in the report in the preceding 12 months. Our
research professionals are paid in part based on the profitability of Way2Wealth, which include earnings from other business. Neither Way2Wealth nor its directors, employees,
agents or representatives shall be liable for any damages whether direct or indirect, incidental, special or consequential including lost revenue or lost profits that may arise from or
in connection with the use of the information contained in this report.

The report is based upon information obtained from sources believed to be reliable, but we do not make any representation or warranty that it is accurate, complete or up to date
and it should not be relied upon as such. Way2Wealth or any of its affiliates or employees makes no warranties, either express or implied of any kind regarding any matter
pertaining to this report, including, but not limited to warranties of suitability, fitness for a particular purpose, accuracy, timeliness, completeness or non-infringement. We accept
no obligation to correct or update the information or opinions in it. Way2Wealth or any of its affiliates or employees shall not be in any way responsible for any loss or damage that
may arise to any person from any inadvertent error in the information contained in this report. The recipients of this report should rely on their own investigations. In no event shall
Way2Wealth be liable for any damages of any kind, including, but not limited to, indirect, special, incidental, consequential, punitive, lost profits, or lost opportunity, whether or not
Way2Wealth has advised of the possibility of such damages.

This material contains statements that are forward-looking; such statements are based upon the current beliefs and expectations and are subject to significant risks and
uncertainties. Actual results may differ from those set forth in the forward-looking statements. These uncertainties include but are not limited to: the risk of adverse movements or
volatility in the securities markets or in interest or foreign exchange rates or indices; adverse impact from an economic slowdown; downturn in domestic or foreign securities and
trading conditions or markets; increased competition; unfavorable political and diplomatic developments; change in the governmental or regulatory policies; failure of a corporate
event and such others. This is not an offer to buy or sell or a solicitation of an offer to buy or sell any security or instrument or to participate in any particular trading strategy. No
part of this material may be copied or duplicated in any form by any means or redistributed without the written consent of Way2Wealth. In no event shall any reader publish,
retransmit, redistribute or otherwise reproduce any information provided by Way2Wealth in any format to anyone. Way2Wealth and its affiliates, officers, directors and employees
including persons involved in the preparation or issuance of this report may from time to time have interest in securities / positions, financial or otherwise in the securities related to
the information contained in this report.

To enhance transparency, Way2Wealth has incorporated a Disclosure of Interest Statement in this document. This should, however, not be treated as endorsement of the views
expressed in the report.

Disclosure of Interest Statement in BHEL as on 31 January 2012

1. Name of the analyst : Jigisha Jaini
3. Analysts” ownership of any stock related to the information contained : NIL
4. Way2Wealth ownership of any stock related to the information contained : NIL
5. Broking relationship with company covered :NO
6. Investment Banking relationship with company covered :NO

This information is subject to change without any prior notice. Way2Wealth reserves at its absolute discretion the right to make or refrain from making modifications and alterations
to this statement from time to time. Nevertheless, Way2Wealth is committed to providing independent and transparent recommendations to its clients, and would be happy to
provide information in response to specific client queries.

Before making an investment decision on the basis of this research or any information contained in this material, the reader needs to consider, with or without the assistance of an
adviser or a qualified professional, whether the advice is appropriate in light of their particular investment needs, objectives and financial circumstances. All investments involve risk
and past performance does not guarantee future results. Investigate before you invest. Readers are strongly cautioned to verify any information before using it for any personal or
business purpose. The price of securities can and does fluctuate, and an individual security may even become valueless. International investors are reminded of the additional risks
inherent in international investments, such as currency fluctuations and international stock market or economic conditions, which may adversely affect the value of the investment.
Opinions expressed are subject to change without any notice. Neither the company nor the director or the employee of Way2Wealth accepts any liability whatsoever for any direct,
indirect, consequential or other loss arising from any use of this research and/or further communication in relation to this research.

Copyright in this document vests exclusively with Way2Wealth Brokers Private Limited.
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