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IRCON International Ltd.

Kyon ki bhaiya, sabse bada rupaiya.

Issue Details

Listing NSE & BSE
Open Date 17/9/2018
Close Date 19/9//2018
Price Band 470-475

Issue Structure (In %)

Fresh issue 0.0
Offer for 100.0
Sale

Shareholding Pattern (%)

Pre  Post
Promoter 99.7 89.1
Public 0.28 10.8
Total 100 100.0

SUBSCRIBE

Business Overview:

IRCON International Limited is a government company incorporated by the
central government (Ministry of Railways) in April 1976. It has widespread
operations in several states in India and abroad (Malaysia, Nepal, Bangladesh,
Mozambique, Ethiopia, Afghanistan U.K, Algeria and Sri Lanka).

Essentially an integrated Indian engineering and construction company, IRCON
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.
However, Railway and Highway construction, EHP sub-station and MRTS are its
core competence areas.

IRCON’s business composition can be largely categorized into the following
sectors:

Railways
IRCON undertakes railway projects on a turnkey basis. This primarily involves

laying tracks, construction of bridges, railway electrification, signaling and
telecommunication, supply of locomotive and rolling stock and setting up
railway workshop.

Roads and Highways
The company is involved in the construction of roads, highways and
expressways. It has executed major projects in India, Bangladesh and Nepal.

Electrical

IRCON International Ltd. Has been awarded electrification works for several
segments of tracks, including the “Mathura-Kasganj-Kalyanpur” and “Katni-
Singrauli” segments, as a part of “Mission Electrification” It is presently
involved in railway electrification, power supply and distribution, general
electrification and EHV power transmission.

Buildings
The company undertakes construction of different types of buildings, e.g.,
commercial /industrial /residential, airports hangars, station buildings and
hospitals.

Others

In other sectors, IRCON constructs and provides services in signaling and
telecommunications, solar energy generation and waste water treatment plants.
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Core Business Operations.

» Construction Business:

Business Composition of Construction Segment

Construction Business
FY18: Rs. 2,994.7 Cr

Source: Ventura Research, Company

Railway construction:

IRCON has undertaken a total of 33 railway projects in 2 countries
internationally and in 13 states in India covering an aggregate length of
1,664.74 km. The order book for these ongoing projects amounted to Rs.
19,425.77 crores as of 315t March, 2018 and accounted for 86% of its total
oder book. Revenue from Railway projects amounted to 68.2% and 68.9%
of the total revenue from operations for FY17 and FY18, respectively.

Highways and Roads:

The company is engaged in construction of highways and roads in
accordance with international standards, both in India and abroad. In
this sector IRCON recorded revenue of Rs. 589.29 crores and Rs. 848.69
crores for FY17 and FY18, respectively. As of March 31, 2018, the
company is undertaking five road projects in all, within India and abroad,
with an order book of Rs.1,278.02 crores.

Electrical:
The company is also engaged in electrical projects, in which it carries
out railway electrification and railway siding as turnkey projects.

Building & Others:

The company is undertaking three building projects in the India and
abroad. IRCON also constructs and provides services in signhaling and
telecommunication, solar energy generation and waste water treatment
plants.
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Aggregate revenue from its construction business amounted to
Rs.2,994.79 crores and Rs.3,896.39 crores for FY17 and FY18, accounting
for 98.58% and 96.75%, respectively, of total operating revenue for these
periods.

Revenue share of Construction segment Business verticals

100% 3% 3% 1%

2016 207 2018

M Railways MRoadways MElectricals M Buildings & Other business

Source: Ventura Research, Company

» Infrastructure Development business:

In the Infrastructure development business, IRCON develops and
maintains railways and roads on a BOT basis. As of 31t March 2018, it
had completed a project of 115 km in India. This completed project is on
a toll basis where profit is realized largely by toll collection during the
concession period. To drive development in less connected areas, the
Government of India has adopted the "hybrid annuity" mode, where the
Government of India shares a portion of the total project costs, thereby
freeing up developers' capital tied-up in one project for investment.
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Key Investment Highlights:
Operations in diverse sectors in many countries:

Since incorporation, IRCON has diversified into various infrastructure sectors and is
now an established player in the field of railways and highway construction. The
variety of its project types diversifies the company’s construction business and
reduces its dependence on any one sector or type of project. Additionally, with its
broad range of clients within the government and private sectors, both domestic and
international, the company is not overly dependent on a limited number of clients.
With respect to geographically diversified business operations, IRCON 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. A significant number of
projects have been implemented through special purpose vehicles formed for the
respective projects; IRCON has a controlling interest in all its subsidiaries. These
subsidiaries enter into concession agreements with other agencies and generate
revenue.

Strong Financial performance and Credit Control:

The company has a strong credit profile that includes non-fund based standby bank
limits of Rs.3,120.0 crores, out of which Rs.1,664.77 crores has been utilized. As of
March 31, 2018, the financial profile of the Company was characterized by healthy
profitability margins and a comfortable liquidity position. A stable business model
during the last three fiscal years ended March 31, 2018 contributed significantly to
IRCON’s financial strength. According to CARE, credit rating for long- and short-term
borrowing has been maintained at AAA/A+ since 2011. Working capital requirements
for the projects is principally met through client advances as well as internal accruals,
supported predominately by business growth and capability to execute large and
complex projects in difficult terrains and territories.

Visible growth through robust order book and steady execution:

An order book is considered an indicator of future performance since it represents a
portion of anticipated future revenue. The Order Book as of March 31, 2018 was
Rs.22,406.79 crores which translates into approximately six times the total operating
revenue in Fiscal Year 2018. IRCON’s Order Book for the last three fiscal years
ended on March 31, 2018 was Rs.17,568.86 crores, Rs.18,878.39 crores and
Rs.22,406.79 crores, respectively, with railways projects and highways projects
continuing to be the core areas of operations, contributing over 90% of its revenue
throughout these periods.
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Qualified and experienced employees and proven Management team:

IRCON International Ltd. has a qualified and trained workforce to take on large-scale
projects with demanding timelines on deliverables. As of March 31, 2018, the senior
management team includes Key Management Personnel, with an average of 27 years
of experience and association for an average of nine years. The skillsets of
employees give flexibility to adapt to the needs of its clients and the technical
requirements of various projects that are being undertaken.
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Issue Structure & Valuation

The proposed IRCON International Ltd issue size is of Rs. 465.5— 470.49 crore. An
aggregate of up to 9,905,157 equity shares by way of an Offer for Sale by existing
shareholders is being offered which shall constitute 10.53% of the post offer paid-up
equity share capital. The price band for the issue is Rs. 470 per share (lower price
band) to Rs 475 per share (upper price band).

No. of shares Offered % of Shares Offered
Employee Reservation 500000 5%
QlB 4702578 48%
Non institutional Bidders 1410774 14%
Retail 3291805 33%
Total 0005157 100%

The valuation on a trailing basis works out to 11.2x and 11.3x FY18 P/E on the lower
and upper band of Rs 470 and Rs 475, respectively. We recommend a SUBSCRIBE.
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SWOT ANALYSIS:

>

>

STRENGTH

Construction business operates in
diverse sectors in many countries.

Backed by Indian Railways.

Robust Order book and contract
Management.

Use of Innovations in designs and
advanced technology.

Strong Financial performance and
credit profile.

> The

WEAKNESS

company has to
compete with large players,
which operate in several
sectors including roads and
irrigation, and with small
unorganized players.

» Modest scale of operations.

>

OPPORTUNITY

High-Speed Rail Corporation set
up by Indian Railways for
implementing Mumbai-Ahmedabad
high-speed rail corridor under
Japanese funding may afford
business opportunities in the
railway sector.

Indian Railways has decided to
electrify 24,400 km track by 2020-
21 under ‘Mission Electrification’.
IRCON has been awarded the
electrification work of ‘Mathura-
Kasganj -Kalyanpur and ‘Katni-
Singrauli’

» Growing

THREAT

domestic
companies in rail
infrastructure pose as
competition to IRCON.

International business comes
with a set of risks such as

host country policy,
competition, increasing cost
of doing international

business, etc.
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Profit & Loss (Rs. in crore)

Particulars

Revenue

Revenue from Operations
Add:Company share in JV
Other income

Total Revenue
Expenses

Operating Expenses
Employee benefit cost
Other Expenses

Proportionate share of expenses in joint operations
Finance Cost

Depreciation & Amortisation
Total expenses

Profit before share of profits & Exceptional items.

Exceptional Income / Expenses
Share in profit & loss of JV
PBT

Tax expense

PAT

FY45 FY16 FY17  FY18

20064 23867 29774 40011
866 1039 899 26.3
2574 4159 2340 1648
32324 29085 33013 42122

20278 19235 24906 32879
1943 1806 1560 2388
30.7 26.8 36.6 4.9

86.2 972 56.3 94
2871 432 56 645

220 308 26.6 16.4
2389.7 23021 28247 3658.9
8427 6064 4766 5533
0 0 736 0

-1.8 54 56 5.1
8349 6118 5558 5584
25 2184 1115 1467
5634 3934 3843 417

Source: Ventura Research, Company
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Balance sheet (Rs. in crore)

Particulars FY15 FY16 FY17T F¥Y18
EQUITY AMND LIABILITIES
Shareholder's Funds

Share Capital 19.7 19.7 98.9 941
Other Equity 3433 5 35191 37179 3667 _T
Sub-Total 3453.2 3638.8 3B816.8 3761.8
Minority Interest 21.2 21.8 19.6 o0
Total Equity 3474.4 3660.6 3836.4 3761.8
Mon Current Liabilities

Borrowings 0.0 0.0 o0 32030
Trade Payables 8.2 5 6 0.5 0.5
Other Financial liabilities o971 1613 2101 3215
Provisions 2384 1497 e 2 s.3
Other Mon-current liabilities 827 914 3 1745 4 9149
Sub-Total 526.4 1230.9 2032.2 4515.2
Current Liabilities

Trade Payables 442 5 4003 3606 5100
Other Financial liabilities 86339 o041 f03.9 947 .0
Other current liabilities 93 3 1826 2 19761 2764 5
Provisions 327 6 354 2 2980 2654
Current tax liability 1223 62 5 23.8 141
Total Current Liabilties 2519.6 3247.3 3362.4 4501.0
Total Equity & Liabilities 6520.4 8138.8 9231.0 12777.9
ASSETS

MNon- Current Investments

Property, Plant & equipent 161.9 1563 1456 1405
Capital work in progress 1.1 1.4 1.9 3.1
Investment property 2703 2781 3073 3586
Other intangible assets 2.1 1.9 1.4 59 _1
Intangible assets under dewvel 15.1 738 546 5 9605
Investments 173.5 2349 4 5309 567 T
Loans 1286 G606 8.9 39 .6
Others 530 49 8 1013 2736 .6
Deferred tax assets 2675 211.6 145.0 133.8
Other Mon-current assets 2453 249 4 403 6 1410
Total MNon- current assets 1388.4 15023 2332.4 5150.5
Current Assets

Inventories 114 4 140.6 139 .3 1407
Investments 583 138.0 249 9 216.1
Trade Recievables 4717 5100 472 8 6937
Cash & cash eguivalents 1321.2 2590.6 14537 15740
Bank Balance 20577 2131.3 2299 3 3116.4
Loans 204 1.7 ao.2 1.9
Others 6566 684 .5 B669_1 T26.8
Current Tax assets 18.4 191 5.5 406
Other current assets 4031 4206 528 3 1116.5
Total Current Assets 5131.8 B6636.4 6898.1 TE26.7

Source: Ventura Research, Company
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Disclosures and Disclaimer

Ventura Securities Limited (VSL) is a SEBI registered intermediary offering broking, depository and portfolio management services to clients. VSL is a member of
BSE and NSE. VSL is a depository participant of NSDL. VSL states that no disciplinary action whatsoever has been taken by SEBI against it in last five years except
administrative warning issued in connection with technical and venial lapses observed while inspection of books of accounts and records. Ventura Guaranty Limited
is the holding Company of VSL; Ventura Commodities Limited and Ventura Allied Services Private Limited are subsidiaries of VSL. Research Analyst (RA) involved
in the preparation of this research report and VSL, disclose that neither RA nor VSL nor its associates (i) have any financial interest in the company which is the
subject matter of this research report (ii) holds ownership of one percent or more in the securities of subject company (iii) have any material conflict of interest at the
time of publication of this research report (iv) have received any compensation from the subject company in the past twelve months (v) have managed or co-
managed public offering of securities for the subject company in past twelve months (vi) have received any compensation for investment banking, merchant banking
or brokerage services from the subject company in the past twelve months (vii) have received any compensation for products or services from the subject company
in the past twelve months (viii) have received any compensation or other benefits from the subject company or third party in connection with the research report. RA
involved in the preparation of this research report discloses that he / she has not served as an officer, director or employee of the subject company. RA involved in
the preparation of this research report and VSL discloses that they have not been engaged in the market making activity for the subject company. Our sales people,
dealers, traders and other professionals may provide oral or written market commentary or trading strategies to our clients that reflect opinions that are contrary to
the opinions expressed herein. We may have earlier issued or may issue in future, reports on the companies covered herein with recommendations/ information
inconsistent or different than those made in this report. In reviewing this document, you should be aware that any or all of the foregoing, among other things, may
give rise to or potential conflicts of interest. We may rely on information barriers, such as "Chinese Walls" to control the flow of information contained in one or more
areas within us, or other areas, units, groups or affiliates of VSL. This report is for information purposes 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 herein 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 the material contained
herein. It is for the general information of the clients / prospective clients of VSL. VSL will not treat recipients as clients by virtue of their receiving this report. It does
not constitute a personal recommendation or take into account the particular investment objectives, financial situations, or needs of clients / prospective clients.
Similarly, this document does not have regard to the specific investment objectives, financial situation/circumstances and the particular needs of any specific person
who may receive this document. The securities discussed in this report may not be suitable for all investors. The appropriateness of a particular investment or
strategy will depend on an investor's individual circumstances and objectives. Persons who may receive this document should consider and independently evaluate
whether it is suitable for his/ her/their particular circumstances and, if necessary, seek professional/financial advice. And such person shall be responsible for
conducting his/her/their own investigation and analysis of the information contained or referred to in this document and of evaluating the merits and risks involved in
the securities forming the subject matter of this document. The projections and 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 and forecasts were based will not materialize or will vary significantly from actual results, and
such variances will likely increase over time. All projections and forecasts described in this report have been prepared solely by the authors of this report
independently for the Company. These projections and forecasts were not prepared with a view toward compliance with published guidelines or generally accepted
accounting principles. No independent accountants have expressed an opinion or any other form of assurance on these projections or forecasts. You should not
regard the inclusion of the projections and forecasts described herein as a representation or warranty by VSL, its associates, the authors of this report or any other
person that these projections or forecasts or their underlying assumptions will be achieved. For these reasons, you should only consider the projections and forecasts
described in this report after carefully evaluating all of the information in this report, including the assumptions underlying such projections and forecasts. The price
and value of the investments referred to in this document/material and the income from them may go down as well as up, and investors may realize losses on any
investments. Past performance is not a guide for future performance. Future returns are not guaranteed and a loss of original capital may occur. Actual results may
differ materially from those set forth in projections. Forward-looking statements are not predictions and may be subject to change without notice. We do not provide
tax advice to our clients, and all investors are strongly advised to consult regarding any potential investment. VSL and the RA involved in the preparation of this
research report and its associates accept no liabilities for any loss or damage of any kind arising out of the use of this report. This report/document has been
prepared by VSL, based upon information available to the public and sources believed to be reliable. No representation or warranty, express or implied is made that it
is accurate or complete. VSL has reviewed the report and, in so far as it includes current or historical information, it is believed to be reliable, although its accuracy
and completeness cannot be guaranteed. The opinions expressed in this document/material are subject to change without notice and have no obligation to tell you
when opinions or information in this report change. This report or recommendations or information contained herein do/does not constitute or purport to constitute
investment advice in publicly accessible media and should not be reproduced, transmitted or published by the recipient. The report is for the use and consumption of
the recipient only. This publication may not be distributed to the public /used by the public media without the express written consent of VSL. This report or any
portion hereof may not be printed, sold or distributed without the written consent of VSL. This document does not constitute an offer or invitation to subscribe for or
purchase or deal in any securities and neither this document nor anything contained herein shall form the basis of any contract or commitment whatsoever. This
document is strictly confidential and is being furnished to you solely for your information, may not be distributed to the press or other media and may not be
reproduced or redistributed to any other person. The opinions and projections expressed herein are entirely those of the author and are given as a part of the normal
research activity of VSL and are given as of this date and are subject to change without notice. Any opinion, estimate or projection herein constitutes a view as of the
date of this report and there can be no assurance that future results or events will be consistent with any such opinions, estimates or projection. This document has
not been prepared by or in conjunction with or on behalf of or at the instigation of, or by arrangement with the company or any of its directors or any other person.
Information in this document must not be relied upon as having been authorized or approved by the company or its directors or any other person. Any opinions and
projections contained herein are entirely those of the authors. Neither the company nor its directors or any other person accepts any liability whatsoever for any loss
arising from any use of this document or its contents or otherwise arising in connection therewith. The information contained herein is not intended for publication or
distribution or circulation in any manner whatsoever and any unauthorized reading, dissemination, distribution or copying of this communication is prohibited unless
otherwise expressly authorized. Please ensure that you have read “Risk Disclosure Document for Capital Market and Derivatives Segments” as prescribed by
Securities and Exchange Board of India before investing in Securities Market.

Ventura Securities Limited
Corporate Office: 8" Floor, ‘B’ Wing, | Think Techno Campus, Pokhran Road No. 02, Off Eastern Express Highway, Thane (West), 400 607
SEBI Registration No.: INHO00001634
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