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Post Issue^

IRCON is the largest PSU carrying out EPC projects in railways. It faces no
competition domestically for all projects it bags from the railway ministry as
they are on nomination basis.
Ircon’s revenues grew at 29.4% CAGR to Rs. 4001.2 crore in FY16-18. The
order book was at a robust Rs. 22407 crore, which is 6x of its revenue, and we
expect because of its huge order book its revenue is to get better in the
upcoming years. At the IPO upper price band of ` 475, the stock is available at
11x FY18 EPS. Thus based on the business capabilities, industry growth
prospects and valuations, we believe IRCON is attractively priced and
recommend subscribing to the issue.

Largest PSU carrying railway EPCs


IRCON is an integrated Indian engineering and construction company, specializing in major infrastructure projects, including,
railways, highways, bridges, flyovers, tunnels, aircraft maintenance hangars, runways, EHV sub-stations, electrical and mechanical
works, commercial and residential properties, development of industrial areas, and other infrastructure activities.



Its Order Book as of a particular date comprises of the anticipated revenues from uncompleted portions of existing contracts (signed
contracts for which all pre-conditions to entry have been met, including letters of intent issued by the client). As of March 31, 2018,
it has an Order Book of 224,067.90 million.



Since it commenced operations in 1976, it has serviced a diverse range of infrastructure and construction projects, its primary focus
and strength are still deeply rooted in the railway sector, since then it has diversified progressively into other transport and
infrastructure segments, such as, highway and road construction, and expanded its geographical coverage to many countries
around the world.



It has rich experience in executing major construction and infrastructure projects, both internationally and domestically. The scope of
its services for such projects primarily includes design and engineering of the project, procurement of equipment and packages,
project management, and commissioning..



Our work force, as of



Its work force, as of March 31, 2018, consisted of 1179 full-time employees on a stand-alone basis, which together with its debtfree financial profile and comfortable liquidity position, positions it well to win mandates for a growing number of large-scale
projects.



IRCON’s consolidated total revenues for Fiscal Year 2016, Fiscal Year 2017 and Fiscal Year 2018 were 29,086.37 million,
33,013.48 million and 42124.02 million, respectively. Its profit after tax (excluding OCI) for Fiscal Year 2016, Fiscal Year 2017 and
Fiscal Year 2018 were 3,931.08 million, 3839.79 million and 4115.80 million respectively.

Source: Red Herring Prospectus, Destimoney research
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Business Operations


Construction Business:



In its railway construction business, it is an turnkey construction company that specializes in new railway lines,
rehabilitation/conversion of existing lines, station buildings and facilities, bridges, tunnels, signaling and telecommunication, and
railway electrification.



As of March 31, 2018, it was undertaking a total of 33 railway projects in two countries internationally and in 13 states in India,
with an aggregate length of 1,664.74 km. Its Order Book for these ongoing projects amounted to 194,257.70 million as of March
31, 2018, accounting for 86.70% of its total Order Book. Revenue from railway projects accounted for 77.12%, 68.26% and
68.95% of its total revenue from operation for Fiscal Year 2016, Fiscal Year 2017 and Fiscal Year 2018, respectively.



Infrastructure Development Business:



In its infrastructure development business, it develops and maintains railways and roads on a BOT basis. As of March 31, 2018, it
had one completed road project of 115 km in India. It operates this completed project on a toll basis where profit is realized largely
by toll collection during the concession period. It further expects to complete two more BOT (toll) projects in Fiscal Year 2018 where
it will start realizing toll revenues.



It has currently placed strategic focus on executing projects under the EPC, DBFOT and hybrid annuity modes, as there has been an
increase in high value projects being bid using these modes of project execution.

Source: Red Herring Prospectus, Destimoney research
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Strengths


construction business operates in diverse sectors covering many countries: It has diversified into various infrastructure
sectors and it is now an established player in the field of railways and highways construction. It also cater to its customers' needs in
many other areas such as construction of commercial and residential complexes, power transmission lines, industrial lighting,
bridge/fly-overs, tunnels, commercial, residential and retail properties, electrical and mechanical work, signaling/telecom, coach
factory, station building, multi-function complex, and aviation.



With respect to geographically diversified business operations, it has so far completed more than 127 projects in more than 24
countries across the globe, and 380 projects in various states in India as of March 31, 2018.



Excellent execution track record through strong operating systems and controls: Its track record of on-time and high quality
project completion has helped it to develop a strong reputation and increased its opportunities to bid for larger and more prominent
projects. For example, it has recently been given the opportunity to bid for coal connectivity projects in Chhattisgarh, Odisha and
Jharkhand, and it is executing the Majuba Rail project in South Africa.



Strong financial performance and credit profile: It has a strong credit profile that includes non-fund based standby bank limits
of  31,200 million out of which 16,647.70 millions has been utilised. As of March 31, 2018, the financial profile of the Company
is characterized by healthy profitability margins and a comfortable liquidity position. Its stable business model during the last three
fiscal years ended March 31, 2018 contributed significantly to its financial strength.



Visible growth through robust order book and steady execution: Its Order Book as of March 31, 2018 was 224,067.90
million which translates into approximately six times its total operating revenue in Fiscal Year 2018, and it provides evidence of its
healthy revenue profile. As of March 31, 2018, domestic projects made up the bulk of its Order Book (93%) and it secured
61,057.40 million of new contracts in Fiscal Year 2018.

Source: Red Herring Prospectus, Destimoney research
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Future road ahead








Continue expanding its geographical footprint within and beyond India: It is actively focused on becoming a diversified
infrastructure player, both in terms of sector and geographical coverage. It has diversified its infrastructure work expertise into
transportation engineering, civil and industrial construction, and other infrastructure projects. Over the years, it has extended its
operations to other geographies including countries like Algeria, Bangladesh, Indonesia, Iran Iraq, Jordan, Malaysia, Nepal, Saudi
Arabia, Tanzania, UK and Zambia. Presently, it has projects in Malaysia, Sri Lanka, Algeria and Bangladesh.
Paradigm shift in revenue generation: It is gradually moving from generating income only through individual projects to
regularly generating revenue and profits through its Subsidiaries and Joint Venture companies. Its subsidiaries and Joint Venture
companies are likely to generate revenue and profits on a sustained basis because of continued operation of existing projects and
new projects.
Focus on high value projects in the construction business to benefit from economies of scale: In its construction business,
it intends to focus on undertaking projects having a high order value, which it considers to be projects above 5,000 million. As of
March 31, 2018, it had 20 projects in its Order Book that exceed this threshold. In principle, projects having high order value
typically have a smaller percentage of overhead cost as a percentage of total cost and therefore provide a greater potential for
profit.
Actively bid for new projects: Business growth continues to be attributed principally to increased bidding activities for more and
larger projects awarded by government clients. Given its long standing reputation as one of the sectorial leaders in transportation
infrastructure, with specialization in execution of railway projects on turnkey basis, a large part of its business is driven by projects
directly awarded by government clients.

Source: Red Herring Prospectus, Destimoney research
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Consolidated Summary Financials
Income Statement
` mn
Total Income
Operating Expense
EBIDTA
Depreciation
Other Income
Finance Costs
PBT & (EI)
Exp Income
PBT
Tax
PAT

FY15
3,038
2,442
596
57
391
69
861
861
277
583

FY16
2,481
2,332
149
31
557
43
632
632
219
413

FY17
2,977
2,746
232
27
321
50
476
79
556
172
384

FY18
4,001
3,609
392
16
242
65
553
5
558
147
412

(1)

(1)

-

-

582

5
418

384

412

Less : Minority Intrest
Share of Associate
Net Profit

` mn

FY15

FY16

FY17

FY18

EBIDTA Margin

24.1%

17.4%

4.9%

7.0%

Net Margin

20.0%

17.0%

13.8%

11.6%

ROE

16.2%

10.7%

10.0%

10.9%

ROCE

25.0%

16.0%

10.0%

9.0%

Source: Red Herring Prospectus, Destimoney research

7

Balance Sheet

17 September 2018

` mn
Liabilities
Share capital
Reserves and surplus
Minority interest
Long-Term Borrowings
Deferred tax liabilities(Net)
Other Long Term Liabilities
Long Term Trade Payables
Long term provisions
Short term borrowings
Trade payables
Other current liabilities
Short term provisions
Total Liabilities
Assets
Net Block
Intangible assets
Capital work in progress
Intangible assets under
development
Non Current Investments
Long Term Loans & Advances
Other non current assets
Currents Investments
Inventories
Trade receivables
Cash and cash equi.
Short Term Loans & Advances
Other Current Assets
Total Assets

FY15

FY16

FY17

FY18

20
3,285
21
171
(268)
487
8
949
469
1,722
1,365
8,228

20
3,619
22
(212)
1,076
6
150
400
2,430
417
7,928

99
3,718
20
(145)
1,956
0
76
361
2,819
183
9,086

94
3,668
3,203
(134)
1,236
0
75
510
3,590
401
12,644

736
15

228
2

217
2

210
3

15

74

547

961

430
1,155
51
66
124
597
3,433
837
769
8,228

628
292
68
138
141
682
4,722
813
141
7,928

838
513
71
250
139
473
4,753
592
691
9,086

926
259
2,658
216
141
694
4,691
1,114
772
12,644

Key Risks


Its business and revenues are substantially dependent on construction and infrastructure projects undertaken or awarded by
government authorities and other entities funded by the government. Any change in government policies, the restructuring of
existing projects or delay in payments to it, may adversely affect its business and results of operations.



If it faces adverse publicity and incur costs associated with warranty claims or from defects during construction, its business, results
of operations and financial condition could be adversely affected.



Projects included in our order book and our future projects may be delayed, extended, modified or cancelled which may materially
and adversely affect its business, prospects, reputation, profitability, financial condition and results of operations.



Railway sector projects contribute approximately 86.70% of its Order Book as of March 31, 2018. Any change in the sector causing
decline in the numbers of project available may adversely affect its revenues and profitability.

Source: Red Herring Prospectus, Destimoney research

8

17 September 2018

Dealmoney Securities Private Limited
Plot No. A356/357, Road No.26,Wagle Industrial Estate, Thane (West), Maharashtra - 400 604.

Disclaimer:
Dealmoney Securities Private Limited (hereinafter referred to as “Dealmoney”) is a registered Member of
National Stock Exchange of India Limited, Bombay Stock Exchange Limited and MCX Stock Exchange Limited.
Dealmoney is also registered as a Depository Participant with CDSL. Dealmoney is in the process of making an
application with SEBI for registering it as a Research Entity in terms of SEBI (Research Analyst) Regulations,
2014. Dealmoney or its associates has not been debarred/ suspended by SEBI or any other regulatory
authority for accessing /dealing in securities Market and no material disciplinary action has been taken by
SEBI/other regulatory authorities impacting Dealmoney’s Equity Research Analysis. Dealmoney or its
associates/analyst including its relatives do not hold any actual/beneficial ownership of more than 1% in the
company/ies covered by Analyst (hereinafter referred to as “Subject Company/ies”). Dealmoney or its
associates/analyst including its relatives may hold financial interest in the company/ies covered by Analyst
(hereinafter referred to as “Subject Company/ies”). Dealmoney or its associates/analysts or his/her relative
does not receive any compensation or other benefits from the subject company/ies mentioned in this
research report (hereinafter referred to as “Report”) or from a third party in connection with preparation of
the report. Accordingly, Dealmoney or its associates/analyst or his/her relative does not have any other
material conflict of interest at the time of publication of the Report.
Research analyst/s engaged in preparation of the Report, has not received any compensation / managed or
co-managed public offering of securities of the subject company/ies / has not received compensation for
investment banking or merchant banking or brokerage services from the subject company/ies / has not
received compensation for products or services other than investment banking or merchant banking or
brokerage services from the subject company/ies / has not received compensation or other benefits from the
subject company/ies or third party in connection with the Report of the subject company/ies during the past
twelve months / has not served as an officer, director or employee of subject Company/ies and is not
engaged in market making activity of the subject Company/ies.
Dealmoney or its associates are engaged in various financial services business, thus, it might have, received
any compensation / managed or co-managed public offering of securities of the subject company/ies /
received compensation for investment banking or merchant banking or brokerage services from the subject
company/ies / received compensation for products or services other than investment banking or merchant
banking or brokerage services from the subject company/ies / received compensation or other benefits from
the subject company/ies or third party in connection with the Report of subject company/ies during the past
twelve months engaged in market making activity for the subject company/ies.
In the preparation of the material contained in the Report, Dealmoney has used information that is publicly
available, as also data developed in-house. Some of the material used in the document may have been
obtained from members/persons other than Dealmoney and which may have been made available to
Dealmoney. Information gathered & material used in the Report is believed to be from reliable sources.
Dealmoney has not independently verified all the information and opinions given in this
material/document/Report. Accordingly, no representation or warranty, express or implied, is made as to the
accuracy, authenticity, completeness or fairness of the information and opinions contained in this
material/document/Report. For data reference to any third party in this material no such party will assume any
liability for the same.
Dealmoney group companies provides finance related product services like distribution of financial products
and as such is a provider of many services like loans, mutual funds, tax & trust planning etc. mentioned in this
brochure. And hence, Dealmoney do not warranty / guarantee about performance of any products and
customer servicing w.r.t third party products per se.
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Third party products are subject to code of conduct to be adhered to by the representatives of Dealmoney and
Dealmoney is not responsible for the losses, whether actual or notional incurred by any investor. Services assured
and expected may vary from actual service and Dealmoney does not guarantee about the quality of services.
Investments in securities and commodities are subject to market and other risks and there is no assurance or
guarantee that the objectives of any of the Investments/Schemes/product would be achieved. Past performances
are only indicative and returns are not assured and guaranteed by Dealmoney group companies. The price, value
of and income from any of the securities or financial instruments mentioned in this report can fall as well as rise.
The value of securities and financial instruments is subject to exchange rate fluctuation that may have a positive or
adverse effect on the price or income of such securities or financial instruments.
The recipient alone shall be fully responsible, and/or liable for any decision taken on the basis of this
material/document/Report. Dealmoney does not in any way through this material solicit or offer for purchase or
sale of any financial services, commodities, products dealt in this material/document/Report. Dealmoney/its
affiliates/associates/directors shall not be in any way responsible for any loss or damage of any nature, including
but not limited to direct, indirect, punitive, special, exemplary, and consequential, as also any loss of profit that
may arise to any person/entity from or in connection with the use of information contained in this
material/document/Report. All recipients of this material/document/Report before dealing and/or transacting in
any of the products advised, opined or referred to in this material shall make their own investigation, seek
appropriate professional advice and make their own independent decision. Noting contained in this
material/document/Report should be construed as investment or financial advice. Clients are advised to assess
their risk profile/ appetite before acting on any information contained in this material/document/Report. Investors
should also refer to risk tag and compare it with is own risk appetite before taking any investment decision.
Reports on technical and derivative analysis are based on studying charts of a stock’s price movement,
outstanding positions and trading volume as opposed to focussing on a company’s fundamentals and as such,
may not match with a report on a company’s fundamentals. The opinions expressed in the Report are our current
opinions as of the date of this report and may be subject to change from time to time without notice. Dealmoney
or any persons connected with it do not accept any liability arising from use of this material/document/Report.
Information/ opinion conveyed through this material/document/Report are strictly meant for the registered Clients
of Dealmoney group of Companies of the respective segments. This information is not intended for distribution
to, or use by, any person or entity in any jurisdiction or country where such distribution or use would be contrary
to law or regulation or which would subject Dealmoney or its affiliates to any registration requirement within such
jurisdiction or country. This information does not constitute an offer to sell or a solicitation of an offer to buy any
financial products to any person in any jurisdiction where it is unlawful to make such an offer or solicitation. No
part of this material may be duplicated in whole or in part in any form and / or redistributed without the prior
written consent of Dealmoney. This material/document/Report is being supplied to you solely for your information,
and its contents, information or data may not be reproduced, redistributed or passed on directly or indirectly.
For any grievance mail at compliance@Dealmoney.com
A graph of daily closing prices of securities available at
http://www.nseindia.com/ChartApp/install/charts/mainpage.jsp, www.bseindia.com and
http://economictimes.indiatimes.com/markets/stocks/stock-quotes.(Choose a company from te list on the browser
and select the “three years” period in the price chart).
Recipients of the Report shall always independently verify reliability and suitability of the Report and opinions
before investing.
For Company details, please visit our website www.Dealmoneyonline.com
For research related query, write to us at research@Dealmoney.com

