
About the Company 

Incorporated in 1976, the company is a government company under the ministry of 

railways engaged in the business of engineering and construction. Apart from Railways, 

the company is also engaged in construction of highways and roads in accordance with 

international standards, both in India and abroad. The company has executed major road 

projects in India, Bangladesh and Nepal and a network of roads for railway projects in Iraq 

and Algeria. Ircon is also involved in railway electrification, power supply and distribution, 

general electrification and EHV power transmission. It has executed major projects for 

Indian Railways and state electricity boards and in foreign countries such as Turkey and 

Indonesia. Headquartered in New Delhi, the company has an overseas office in Malaysia. 

Additionally, the company has 26 project offices in India and abroad (including in Sri Lanka, 

Bangladesh, South Africa and Algeria) and five regional offices to support and manage its 

business operations. In 2016, the company was ranked number 248 in the list of the top 250 

international contractors by Engineering News Record (ENR) of the United States.

Strength

Construction business operates in diverse sectors covering many countries: With 

respect to its 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. A significant number of its projects are implemented 

through special purpose vehicles formed for the respective projects and it has a controlling 

interest in all Subsidiaries.

Excellent execution track record through strong operating systems and controls: As 

of March 31, 2018, Ircon has undertaken total of 33 railway projects in 2 countries 

internationally and in 13 states in India, with an aggregate length of 1,664.74 km. Revenue 

from railway projects accounted for 77.12%, 68.26% and 68.95% of the total revenue from 

operation for FY 2016, FY 2017 and FY 2018, respectively. Its track record of on-time and 

high quality project completion has helped it develop a strong reputation and increased its 

opportunities to bid for larger and more prominent projects. Through years of development, 

it has put in place well-tested systems and controls such as Robust contract management, 

efficient planning and project management, and Use of innovations in designs and 

advanced technology.

Strong financial performance and credit profile: The Company has a strong credit 

profile that includes non-fund based standby bank limits of Rs. 3120 Cr. out of which Rs. 

1664.78 Cr 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. However, if we see the financials from FY 13 to FY 17, it 

could be seen that the company’s revenues have de grown from Rs. 4294 crore in FY 13 to 

Rs 4028 in FY 2018, while net profit has been reduced by fifty percent to Rs 412 Crore in FY 

18, from Rs. 805 Crore in FY 13 due to declining share of higher margin foreign order (In 

Malaysia, Sri Lanka etc) post FY 15, denting margins substantially from peak of 28% 

EBIDTA margin in FY 14 to just about 15% in FY 18.

Visible growth through robust order book and steady execution: The Order Book as of 

March 31, 2018 was Rs.22406.80 Cr which translates into approximately six times its total 

operating revenue in Fiscal Year 2018. The average order size in its construction business 

increased from Rs.621.75 Cr. in Fiscal Year 2016 to Rs. 678.46 Cr in Fiscal Year 2018. The 

company believes that its strong financial position together with its successful efforts to 

meet the raising pre-qualification requirements of some of its clients has enhanced its 

competitiveness in its target market and, has enabled it to maintain the momentum of its 

Order Book growth.
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Issue Highlights

Industry Construction and

 Infrastructure 

Offer for sale (Shares) 9,905,157

Employee reservation 500,000

Net Offer to the Public 9,405,157

Issue Size (Rs. Cr.) 465-471

Price Band (Rs.) 470-475

Discount offered to Retail &  Rs. 10

Employee investors

Offer Date  17-Sep-18

Close Date 19-Sep-18

Face Value  10

Lot Size 30

Issue Composition

Total Issue for Sale  9,405,157

QIB  4,702,578 

NIB  1,410,774 

Retail  3,291,805 

In shares

Objects of the Issue

Ÿ Offer for Sale: The Promoter Selling Shareholder shall 

carry out divestment of 9.9 Mn shares which is approx. 

10.5% of their stake. The company would not receive any 

proceeds from this offer.

Ÿ Further, the Company expects to receive the benefits of 

listing of the Equity Shares on the Stock Exchanges.

Shareholding Pattern (%)

Particulars Pre-issue Post -issue

Promoters & promoters group 99.72% 89.18%

QIB 0.00% 5.00%

NIB 0.28% 1.78%

Employee reservation 0.00% 0.53%

Retail 0.00% 3.50%

Total 100.00% 100.00%

*calculated on the upper price band

SMC Ranking
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Strategy

Continue expanding its geographical footprint within and beyond India: The Company 

believes, by further expanding its geographical coverage and expanding into new areas within India, 

it will be able to take on more projects proposed by the Government of India and further consolidate its 

position in the infrastructure sector. With increasing experience and success, it is expected that the 

company will see a steady growth in its business with a rate of expansion comparable to or better than 

the number of new projects it undertakes.

Paradigm shift in revenue generation: The Company 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. It is expected that projects with an approximate capex of ₹1720.50 Cr  would be executed by 

these affiliate companies in the next five years. Through such projects, it is expected to complete 

1,232 lane km of toll road and 1,000 track km of railway lines for coal and iron ore connectivity. Also 

the company’s goal is to migrate from a construction company to a diversified company having a 

portfolio of BOT/DBFOT/EPC and other contracts as well as project development and operation 

through JVs/SPVs.

Focus on high value projects in the construction business to benefit from economies of scale: 

In the construction business, the company intends to focus on undertaking projects having a high 

order value, which it considers to be projects above ₹500 cr. As of March 31, 2018, it had 20 projects in 

its Order Book.

Actively bid for new projects: Its 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 sectoral 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. 

Maintain favourable financial risk profile: The financial profile of healthy profitability margins with 

comfortable liquidity position has contributed to its operational performance. It intends to continue 

this favourable capital structure with minimum debt by leveraging advances received from clients and 

internal accruals for working capital requirement towards projects. Given the increased competition 

across industry segments in which it operates, having stable financial resources and healthy cash 

balance (as of March 31, 2018, its cash and cash equivalent balance is ₹1574 cr) is crucial to obtain 

and execute large-scale projects in the current operational environment.

Explore different models of project execution to optimize its project portfolio: To continue with 

projects on BOT/DBFOT basis, the company has formed three special purpose vehicles as well as 

holding strategic shares in joint venture companies formed for coal connectivity projects in three 

states of India.

Risk Factors

Business and revenues are substantially dependent on construction and infrastructure 

projects undertaken or awarded by government authorities: 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 payments to us, may adversely affect its 

business and results of operations.

No guarantee of order books and its future projects may be delayed: As of March 31, 2018, its 

Order Book was Rs.22406.80 Cr. Its Order Book sets forth its expected revenues from ongoing 

projects awarded to the company and for which, the company has entered into signed agreements or 

received letters of award or letters of intent or work orders. However, project delays, extension, 

modifications in the work scope or project cancellations may occur from time to time due to either a 

client’s or its default, incidents of force majeure or legal impediments.

Major order book is from Railway sector:  Railway sector projects contribute approximately 

86.70% of its Order Book as of March 31, 2018, of which two-thirds is through nomination. Any 
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change in the sector causing decline in the number of project available may adversely affect its 

revenues and profitability.

If delays in the acquisition of private land or rights of way: Delays in the acquisition of private land 

or rights of way, eviction of encroachments from government owned land by the Government or 

resolution of associated land issues may adversely affect the timely performance of its contracts and 

lead to disputes and losses.

Industry Outlook

During fiscals 2015-2018, railways accounted for 11% of the construction sector at Rs 1.6 trillion. 

Over the next 4 years, the construction opportunity in Railways is expected to double to Rs 3.1 trillion 

driven by investments by public as well as private sector especially in Network decongestion, 

expansion and Safety which account for over half of the total investments in railways during this 

period. Investments in key segments such as new lines, gauge conversion, doubling, track renewals, 

and electrification will account for Rs 2.3 trillion (73%) of the construction opportunity during fiscals 

2019-2022 with doubling accounting for the highest share at 31% during this period. CRISIL 

Research expects the investments in railway sector to increase by about 77% from Rs 3.9 trillion in 

fiscals 2015-2018 to Rs 6.8 trillion in fiscals 2019-2022. The growth in investments are driven by 

Availability of funding from Life Insurance Corporation (LIC) and Multilateral agencies Improvement 

in the pace of approvals Provision of additional resources such as Rashtriya Rail Sanraksha Kosh 

(RRSK)

Peer comparison

There are no comparable listed companies in India engaged in the same line of business as the 

Company, hence comparison with industry peers are not applicable.

Valuation

Considering the P/E valuation on the upper price band of Rs.475 EPS and P/E of FY2018 are 

Rs.43.76 and 10.85 multiple respectively and at a lower price band of Rs. 470, P/E multiple is 10.74. 

Looking at the P/B ratio on the upper price band of Rs.475., book value and P/B of FY18 are 

Rs.405.83 and 1.17 multiple respectively and at a lower price band of Rs.470 P/B multiple is 1.16. No 

change in pre and post issue EPS and Book Value as the company is not making fresh issue of 

capital.

Outlook

With excellent execution track record through strong operating systems and controls and strong 

financial performance and credit profile, the company is expected to see good growth record going 

forward. Also the company enjoys the strong order book. However, 86.70% of its Order Book is from 

the Railway sector projects. Any change in the sector causing decline in the number of project 

available may adversely affect its revenues and profitability. 

An Indicative timetable in respect of the Issue is set out below:
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EVENT INDICATIVE DATE

  (On or about)

Bid/Offer Opens Date September 17, 2018

Bid/Offer Closing Date September 19, 2018

Finalisation of Basis of Allotment with the Designated Stock  September 25, 2018

Exchange

Initiation of refunds (if any, for Anchor Investors)/unblocking  September 26, 2018

of funds from ASBA Account

Credit of Equity Shares to depository accounts of Allottees September 26, 2018

Commencement of trading of the Equity Shares on the Stock September 28, 2018

Exchanges
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Annexure

Consolidated Financials

Profit & Loss Rs. in Cr.

Particulars Period ended Period ended Period ended
 31-Mar-18 31-Mar-17 31-Mar-16

Total Operating Income  4,027.51 3,067.31 2,492.69

management fees

Total expenditure 3578.24 2739.79 2228.33

Operating Profit 449.28 327.52 264.36

OPM% 11.16 10.68 10.61

Other Income 184.89 234.04 415.95

PBDIT 634.17 561.56 680.30

Depreciation 16.41 26.68 30.90

PBIT 617.75 534.88 649.41

Interest  64.56 58.65 43.30

PBT before Exceptional items 553.20 476.23 606.11

Exceptional items 0 73.69 0

Share in Profit/(Loss) of Joint  5.16 5.60 5.49

Ventures

Profit before tax 558.36 555.52 611.60

Tax 146.78 171.54 218.49

Profit After Tax 411.58 383.98 393.11

Balance sheet is on next page
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Balance Sheet

Particulars As on 31-Mar-18 As on 31-Mar-17 As on 31-Mar-16

Non-current Assets 

Property, plant and equipment 140.59 145.61 156.39

Capital work-in-progres 3.15 2.00 1.50

Investment Property 358.69 307.35 278.18

Other Intangible assets 69.17 71.48 71.90

Intangible assets under development 960.52 546.58 73.86

Financial Assets 3344.10 711.21 459.94

Deferred tax assets (net) 133.87 145.05 211.60

Other non-current assets 141.08 403.66 249.41

Total non-current assets 5151.17 2332.93 1502.78

Current assets   

Inventories 140.75 139.34 140.62

Financial Assets 0.00 0.00 0.00

Investments 216.17 249.91 138.02

Trade Receivables 693.76 472.88 510.00

Cash and cash equivalents 1574.05 1453.74 2590.68

Other Bank Balances 3116.49 3299.38 2131.31

Loans 1.91 80.21 1.71

Others 726.81 669.11 684.57

Current Tax Assets 40.61 5.57 19.10

Other current assets 1116.51 528.33 420.63

Total current assets 7627.05 6898.47 6636.62

Total Assets  12778.22 9231.41 8139.41

Non-current liabilities   

Borrowings 3203.08 0.00 0.00

Trade Payables 0.46 0.46 5.63

Other Financial Liabilities 321.50 210.14 161.33

Provisions 75.30 76.23 149.78

Other non-current liabilities 914.93 1745.46 914.34

Total non-current liabilities 4515.27 2032.28 1231.08

Current liabilities   

Trade Payables 510.04 360.65 400.38

Other Financial Liabilities 947.09 703.98 604.10

Provisions 265.44 298.01 354.27

Other current liabilities 2764.51 1976.13 1826.27

Current Tax liability (Net) 14.13 23.83 62.55

Total current liabilities 4501.20 3362.60 3247.57

Total 9016.47 5394.88 4478.65

NET Worth 3761.75 3836.52 3660.76

Net worth represented by:   

Share capital 94.05 98.98 19.80

Other Equity 3667.70 3717.92 3619.12

   

Net Worth 3761.75 3816.90 3638.92

Rs. in Cr.



Corporate Office:

11/6B, Shanti Chamber,

Pusa Road, New Delhi - 110005

Tel: +91-11-30111000

www.smcindiaonline.com

E-mail: smc.care@smcindiaonline.com

Disclaimer: This Research Report is for the personal information of the authorized recipient and doesn't construe to be any investment, legal or taxation advice to the investor. It is only for private circulation and use. 
The Research Report is based upon information that we consider reliable, but we do not represent that it is accurate or complete, and it should not be relied upon as such. No action is solicited on the basis of the 
contents of this Research Report. The Research Report should not be reproduced or redistributed to any other person(s)in any form without prior written permission of the SMC. The contents of this material are 
general and are neither comprehensive nor inclusive. Neither SMC nor any of its affiliates, associates, representatives, directors or employees shall be responsible for any loss or damage that may arise to any person 
due to any action taken on the basis of this Research Report. It does not constitute personal recommendations or take into account the particular investment objectives, financial situations or needs of an individual 
client or a corporate/s or any entity/s. All investments involve risk and past performance doesn't guarantee future results. The value of, and income from investments may vary because of the changes in the macro and 
micro factors given at a certain period of time. The person should use his/her own judgment while taking investment decisions. Please note that SMC its affiliates, Research Analyst, officers, directors, and employees, 
including persons involved in the preparation or issuance if this Research Report: (a) from time to time, may have long or short positions in, and buy or sell the securities thereof, of the subject company(ies) mentioned 
here in; or (b) be engaged in any other transaction involving such securities and earn brokerage or other compensation or act as a market maker in the financial instruments of the subject company(ies) discussed 
herein or may perform or seek to perform investment banking services for such company(ies) or act as advisor or lender/borrower to such subject company(ies); or (c) may have any other potential conflict of interest 
with respect to any recommendation and related information and opinions. All disputes shall be subject to the exclusive jurisdiction of Delhi High court.

SMC Global Securities Ltd. (hereinafter referred to as “SMC”) is regulated by the Securities and Exchange Board of India (“SEBI”) and is licensed to carry on the business of broking, depository services and related 

activities. SMC is a registered member of National Stock Exchange of India Limited, Bombay Stock Exchange Limited, MSEI (Metropolitan Stock Exchange of India Ltd) and M/s SMC Comtrade Ltd is a registered 

member of National Commodity and Derivative Exchange Limited and Multi Commodity Exchanges of India and other commodity exchanges in India. SMC is also registered as a Depository Participant with CDSL 

and NSDL. SMC’s other associates are registered as Merchant Bankers, Portfolio Managers, NBFC with SEBI and Reserve Bank of India. It also has registration with AMFI as a Mutual Fund Distributor. 

SMC is a SEBI registered Research Analyst having registration number INH100001849. SMC or its associates has not been debarred/ suspended by SEBI or any other regulatory authority for accessing /dealing in 

securities market. SMC or its associates or its Research Analyst or his relatives do not hold any financial interest in the subject company interest at the time of publication of this Report. SMC or its associates or its 

Research Analyst or his relatives do not hold any actual/beneficial ownership of more than 1% (one percent) in the subject company, at the end of the month immediately preceding the date of publication of this 

Report. SMC or its associates its Research Analyst or his relatives does not have any material conflict of interest at the time of publication of this Report. 

SMC or its associates/analyst has not received any compensation from the subject company covered by the Research Analyst during the past twelve months. The subject company has not been a client of SMC 

during the past twelve months. SMC or its associates has not received any compensation or other benefits from the subject company covered by analyst or third party in connection with the present Research Report. 

The Research Analyst has not served as an officer, director or employee of the subject company covered by him/her and SMC has not been engaged in the market making activity for the subject company covered by 

the Research Analyst in this report.

The views expressed by the Research Analyst in this Report are based solely on information available publicly available/internal data/ other reliable sources believed to be true. SMC does not represent/ provide any 

warranty expressly or impliedly to the accuracy, contents or views expressed herein and investors are advised to independently evaluate the market conditions/risks involved before making any investment decision. 

The research analysts who have prepared this Report hereby certify that the views /opinions expressed in this Report are their personal independent views/opinions in respect of the subject company.

RANKING METHODOLOGY

WEAK

NEUTRAL

FAIR

GOOD

EXCELLENT
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Kolkata Office:
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