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Rating Accumulate 

Price Rs38 

Target Price Rs42 

Implied Upside  10.5% 

Sensex  17,119 

(Prices as on November 14, 2011) 

Trading data 

Market Cap. (Rs bn) 10.1 

Shares o/s (m) 267.0 

3M Avg. Daily value (Rs m) 282.9 

 

Major shareholders 

Promoters  11.01% 

Foreign  39.47% 

Domestic Inst. 3.57% 

Public & Other  45.95% 

 

Stock Performance 

(%)  1M  6M  12M 

Absolute (1.3) (49.4) (72.9) 

Relative  (1.5) (41.8) (57.8) 

 

Price Performance (RIC: IVRC.BO, BB: IVRC IN) 

 
Source: Bloomberg 
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 Revenue/EBITDA show signs of improvement: IVRCL’s Q2FY12 sales were flat at 
Rs10.4bn. On account of lean working, sub-contracting and material costs have 
also come down; thus, indicating, an improvement in EBITDA margins. The 
company has taken  one-time hit of Rs70m for an advance given to the sub-
contractor. Despite that, core EBITDA margins at 9.0% were higher by 223bps 
YoY.  

 High interest leads to 65% dip in PAT: Interest cost was high at Rs65m QoQ and 
YoY due to increase in debt levels on account of high interest rates (13%). The 
debt incresed on account of further funding needs of subsidiaries to the extent 
of Rs3bn. The tax rate was lower like the previous quarter and PAT de-grew by 
65% YoY in Q2FY12 at Rs81m. 

 Order book position, 16%  from  captives: Current order book and L1 projects 
stand at Rs250bn. IVRCL has received orders aggregating to Rs70bn in Q2FY12. 
Captive order book is Rs40bn in Roads and L1 is Rs56bn. 

 Remerging BOTs with  itself: IVRCL, after taking a hit in terms of funding BOTs, 
has decided to bring back the value to the parent and thus, is merging BOTs with 
parent. Post this, dilution in IVRCL will be to the extent of 14.3%. Post merger, 
BOTs and land parcels would be sold gradually and the target is to make IVRCL 
an asset like company as before. 

 Valuations: We have upgraded the FY12 and FY13 earnings marginally on the 
back of lower tax rate and better execution. At the CMP, the stock discounts 
FY13E core earnings by 8.7x (20% discount to our coverage universe valuations). 
We continue to maintain ‘Accumulate’ on the stock and increase out TP from 
Rs39. 

 
  

Key financials (Y/e March)    2010 2011  2012E 2013E

Revenues (Rs m) 54,771 56,174 51,396 57,831

     Growth (%)  12.2 2.6  (8.5) 12.5

EBITDA (Rs m) 5,312 4,805 4,322 4,953

PAT (Rs m) 2,100 1,579 785 899

EPS (Rs) 7.9 5.9 2.9 3.4

     Growth (%)  (53.5) (24.8)  (50.3) 14.5

Net DPS (Rs) 0.8 1.1 1.2 1.2

Source: Company Data; PL Research 

 
Profitability & Valuation    2010 2011  2012E 2013E

EBITDA margin (%)  9.7 8.6  8.4 8.6

RoE (%)  11.5 8.2  4.0 4.5

RoCE (%)  9.6 8.1  5.6 5.6

EV / sales (x) 0.4 0.5 0.7 0.7

EV / EBITDA (x) 4.6 6.2 8.6 8.2

PE (x) 4.8 6.4 12.9 11.3

P / BV (x) 0.5 0.5 0.5 0.5

Net dividend yield (%)  2.1 3.0  3.2 3.2

Source: Company Data; PL Research 



  

  
November 14, 2011 2

IVRCL

Exhibit 1: Q2FY12 Result Overview (Rs m) 

Y/e March  Q2FY12 Q2FY11 YoY gr. (%) Q1FY12 H1FY12  H1FY11 YoY gr. (%)

Net Sales        10,460        10,502            (0.4)       11,219         21,679         21,564             0.5 

Expenditure                

Consumption of Raw Materials        3,761        4,095           (8.2)        4,134          7,895          7,703            2.5 

  % of Net Sales           36.0           39.0             36.8             36.4             35.7   

Subcontracting expenses        1,596        1,684           (5.2)        1,828          3,424          3,585           (4.5)

  % of Net Sales           15.3           16.0             16.3             15.8             16.6   

Other Construction Expenditure        3,133        3,033            3.3         3,462          6,596          6,647           (0.8)

  % of Net Sales           30.0           28.9             30.9             30.4             30.8   

Personnel Cost           647           633            2.2            681          1,328          1,285            3.4 

  % of Net Sales             6.2             6.0               6.1               6.1               6.0   

Other Expenditure        386.6        351.6            9.9         281.7             668             634            5.3 

  % of Net Sales             3.7             3.3               2.5               3.1               2.9   

Total Expenditure        9,523        9,797           (2.8)       10,387        19,910        19,855            0.3 

EBITDA            937            706           32.8            832           1,769           1,709             3.5 

  Margin (%)             9.0             6.7          223.8             7.4               8.2               7.9           23.7 

Depreciation           250           184          35.6            228             477             342          39.8 

EBIT            687            521           31.8            605           1,292           1,367            (5.5)

Interest           652           481          35.8            628          1,281             933          37.2 

Other Income             54           304         (82.2)             72             126             316         (60.0)

PBT              89            345          (74.3)             49              138              750          (81.6)

Tax               7           112         (93.4)               7               14             238         (94.1)

  Tax Rate (%)             8.3           32.6             13.6             10.2             31.7   

Recurring PAT              81            233          (65.0)             42              124              512          (75.9)

Source: Company Data, PL Research 

Exhibit 2: Change in Estimates 

  
  

FY12E  FY13E 

 Earlier 
Post 

Revision
% change   Earlier 

Post 
Revision

% change

Revenues (Rs m)       51,396       51,396           (0.0)  57,831       57,831             (0.0)

PAT (Rs m)           628           785          25.1  879           899              2.3 

EPS (Rs)            2.4            2.9          22.6  3.3            3.4              2.0 

Source: PL Research 
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Exhibit 3: Q2FY12 Order Book Break‐up 
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Source: Company Data, PL Research 

Exhibit 4: Q2FY12 Revenue Break‐up 
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Source: Company Data, PL Research 

Exhibit 5: SOTP 

IVRCL 9.5x FY12E EPS               32 

Hind. Dorr Oliver 75% Disc. to CMP                 2 

IVR Asset Holding 75% Disc. to Invested Eq of Rs20bn @ 0.75x P/BV                 9 

Total                   42 

Source: PL Research 
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Key Highlights of the Conference Call 

EBITDA margins will be maintained, going further. However, no guidance was given 
on revenues. The company has bid for Rs230bn of orders alongwith higher interest 
rates and IRRs for future bids. There are no receivables in AP and balance order book 
is Rs26bn. 

2-3 land parcels in Noida are sold out and the same number of projects are up for 
sale. The company currently plans to retain the current project at Sriperambadur 
and BOTs won in the last two years. These will go for sale in the next tranche. 

Loans have increased by Rs6bn from March 2011 level, of which, Rs3bn has been 
used for funding subsidiaries and balance to fund WC. The company targets to bring 
the loans down to Rs20bn by FY12E end.  

New mining project of Rs12bn (of Hindustan Copper) has more to do with designing 
than with mining and thus, had to bring JV partners. 

On rational of demerger of IVRCL Assest & Holding with IVRCL, the company 
commented that no debt was available for BOTs and thus, IVRCL was bearing the 
brunt. Thus, the company wants to be asset light now and thus, part with BOTs 
slowly and gradually, especially real estate land.  

Land bank details of real estate company are as follows: 128 acres Noida, 94 acres in 
Panvel, 100 acres in Lonavala, 168 acres in Bengaluru, 14 acres in Bengaluru city, 700 
acres in Sriperambadur, 600 acres near Sriperambadur, 250acres in Vishkapatanam, 
168 acres in Minjur, 45 acres in Pondicherry and 50 acres in Hyderabad. 

Work on BOTs is moving well and in this quarter, the company has already executed 
Baramati-Phaltan at Rs300m, Indore-Gujarat at Rs1.2bn and Chengapalli at Rs1bn. 
Balance equity to be infused in BOTs over the next three years is Rs4.5bn, including 
Haryana BOT. Work on Sion-Panvel has started recently. 

Total debt in IVRCL Asset & Holding is Rs9.4bn, of which, Rs1.5bn is NCD and balance 
is debt from IVRCL. Once Noida land is sold off, cash is expected to come back and at 
the time of merger, IVRCL Assets will be a debt-free company. 
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Income Statement (Rs m)           
Y/e March   2010  2011  2012E 2013E
Net Revenue  54,771  56,174  51,396 57,831

Raw Material Expenses 13,365 19,897 16,306 17,660

Gross Profit 41,406 36,277 35,089 40,171

Employee Cost 1,310 2,623 — —

Other Expenses 34,784 28,849 30,767 35,218

EBITDA  5,312  4,806  4,322 4,953

Depr. & Amortization 543 758 889 922

Net Interest 1,637 2,182 2,510 2,829

Other Income 155 460 258 150

Profit before Tax  3,287  2,326  1,181 1,352

Total Tax 1,187 747 396 453

Profit after Tax  2,100  1,579  785 899

Ex-Od items / Min. Int. — — — —

Adj. PAT  2,100  1,579  785 899

Avg. Shares O/S (m)  267.0  267.0  267.0 267.0

EPS (Rs.)  7.9  5.9  2.9 3.4
 

Cash Flow Abstract (Rs m)    
Y/e March     2010  2011  2012E 2013E
C/F from Operations 2,655 (2,632) (5,468) (2,904)

C/F from Investing (1,614) (1,950) (1,391) (500)

C/F from Financing (406) 4,369 6,276 4,038

Inc. / Dec. in Cash 635 (213) (583) 634

Opening Cash 1,009 1,644 1,431 849

Closing Cash 1,644 1,431 849 1,483

FCFF 1,163 (4,373) (6,968) (3,404)

FCFE 3,316 452 (192) 1,056

 
 
 

Key Financial Metrics 
Y/e March             2010  2011  2012E 2013E
Growth     
Revenue (%) 12.2 2.6 (8.5) 12.5

EBITDA (%) 25.9 (9.5) (10.1) 14.6

PAT (%) (7.1) (24.8) (50.3) 14.5

EPS (%) (53.5) (24.8) (50.3) 14.5

Profitability     
EBITDA Margin (%) 9.7 8.6 8.4 8.6

PAT Margin (%) 3.8 2.8 1.5 1.6

RoCE (%) 9.6 8.1 5.6 5.6

RoE (%) 11.5 8.2 4.0 4.5

Balance Sheet     
Net Debt : Equity 0.8 1.0 1.4 1.5

Net Wrkng Cap. (days) (457) (315) (182) (171)

Valuation     
PER (x) 4.8 6.4 12.9 11.3

P / B (x) 0.5 0.5 0.5 0.5

EV / EBITDA (x) 4.6 6.2 8.6 8.2

EV / Sales (x) 0.4 0.5 0.7 0.7

Earnings Quality     
Eff. Tax Rate 36.1 32.1 33.5 33.5

Other Inc / PBT 4.7 19.8 21.8 11.1

Eff. Depr. Rate (%) 7.2 8.2 8.3 8.2
FCFE / PAT 157.9 28.6 (24.4) 117.5
Source: Company Data, PL Research. 

 
  

Balance Sheet Abstract (Rs m)   
Y/e March      2010  2011  2012E 2013E
Shareholder's Funds 18,533 19,874 19,769 20,296

Total Debt 16,133 20,958 27,734 32,194

Other Liabilities 125 86 245 246

Total Liabilities  34,791  40,918  47,748 52,736

Net Fixed Assets 6,017 7,178 7,558 7,186

Goodwill — — — —

Investments 6,138 6,347 6,238 6,238

Net Current Assets 22,635 27,392 33,952 39,311

     Cash & Equivalents  1,644  1,431  849 1,483

     Other Current Assets  45,361  53,091  55,226 62,446

     Current Liabilities  24,369  27,130  22,123 24,618

Other Assets — — 1 2

Total Assets  34,791  40,917  47,748 52,737

 
 
 
 

Quarterly Financials (Rs m)     
Y/e March      Q3FY11  Q4FY11  Q1FY12 Q2FY12
Net Revenue  14,104  20,516  11,219 10,460

EBITDA  1,320  1,775  832 937

% of revenue  9.4  8.7  7.4 9.0

Depr. & Amortization 199 217 228 250

Net Interest 592 656 628 652

Other Income 95 49 72 54

Profit before Tax  625  950  49 89

Total Tax 202 308 7 7

Profit after Tax  423  643  42 81

Adj. PAT  423  643  42 81
 

Key Operating Metrics 
Y/e March       2010  2011  2012E 2013E
Transportation (Rs m) 6,572 9,000 18,198 20,451

Water (Rs m) 22,457 25,000 19,528 19,528

Power (Rs m) 4,394 9,820 7,323 7,323

Buildings & Oil (Rs m) 16,110 12,500 4,882 4,882

Blended EBIDTA Marg. (%) 9.7 8.2 8.4 8.6

Int. as a % to sales 3.0 3.9 4.8 4.8

Order Book (Rs bn) 200.0 238.0 295.2 334.3

Order intake (Rs bn) 120.0 117.0 95.0 90.0

Int. Rate (%) 12.9 13.4 12.4 12.0

Capex (Rs bn) 0.9 1.7 1.5 0.5

NCA/Sales (%) 41.2 48.9 66.1 68.0

RM & Const Cost (%) 90.3 91.6 90.5 90.5
Source: Company Data, PL Research. 
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PL’s Recommendation Nomenclature     

BUY   :  Over 15% Outperformance to Sensex over 12-months Accumulate  : Outperformance to Sensex over 12-months 

Reduce  : Underperformance to Sensex over 12-months Sell  : Over 15% underperformance to Sensex over 12-months 

Trading Buy  : Over 10% absolute upside in 1-month Trading Sell  : Over 10% absolute decline in 1-month 

Not Rated (NR)  : No specific call on the stock Under Review (UR)  : Rating likely to change shortly 

This document has been prepared by the Research Division of Prabhudas Lilladher Pvt. Ltd. Mumbai, India (PL) and is meant for use by the recipient only as 

information and is not for circulation.  This document is not to be reported or copied or made available to others without prior permission of PL. It should not be 

considered or taken as an offer to sell or a solicitation to buy or sell any security. 

The information contained in this report has been obtained from sources that are considered to be reliable. However, PL has not independently verified the accuracy 

or completeness of the same. Neither PL nor any of its affiliates, its directors or its employees accept any responsibility of whatsoever nature for the information, 

statements and opinion given, made available or expressed herein or for any omission therein. 

Recipients of this report should be aware that past performance is not necessarily a guide to future performance and value of investments can go down as well. The 

suitability or otherwise of any investments will depend upon the recipient's particular circumstances and, in case of doubt, advice should be sought from an 

independent expert/advisor. 

Either PL or its affiliates or its directors or its employees or its representatives or its clients or their relatives may have position(s), make market, act as principal or 

engage in transactions of securities of companies referred to in this report and they may have used the research material prior to publication. 

We may from time to time solicit or perform investment banking or other services for any company mentioned in this document. 

For Clients / Recipients in United States of America: 

All materials are furnished courtesy of Direct Access Partners LLC ("DAP") and produced by Prabhudas Lilladher Pvt. Ltd. ("PLI"). This material is for informational 

purposes only and provided to Qualified and Accredited Investors. You are under no obligation to DAP or PLI for the information provided herein unless agreed to by 

all of the parties. Additionally, you are prohibited from using the information for any reason or purpose outside its intended use. Any questions should be directed to 

Gerard Visci at DAP at 212.850.8888. 

 

 


