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SRM

SRM CONTRACTORS LIMITED

Industry Infrastructure
Fresh Issue (Shares) 6,200,000
Net Offer to the Public 6,200,000
Issue Size (Rs. Cr.) 124-130
Price Band (Rs.) 200-210
Offer Date 26-Mar-24
Close Date 28-Mar-24
Face Value 10
Lot Size 70

Total Issue for Sale 6,200,000
QlB 3,100,000
NIB 930,000
Retail 2,170,000

Particulars Pre-issue Post-issue
Promoters & promoters group 99.92% 72.92%
QlB 0.00% 13.57%
NIB 0.08% 4.05%
Retail 0.00% 9.46%
Total 100.00% 100.00%

*calculated on the upper price band

The company proposes to utilize the Net Proceeds from the
Issue towards funding the following objects:

Funding capital expenditure requirements for the purchase
of equipment/machinery;

Full or part repayment and/or prepayment of certain
outstanding secured borrowings availed by the company;

Funding the working capital requirements of the company;
Investmentin Project Specific Joint Venture Projects; and

General Corporate Purpose.

Book Running Lead Manager
« Interactive Financial Services Limited

Name of the registrar
Bigshare Services Private Limited

SMC Ranking
¥ ¥ Yok Te (2/5)

About the company

Established in 2008, SRM Contractors Limited is a construction and development
company primarily engaged in the construction of roads (including bridges), tunnels, slope
stabilization works, and other construction activities in the Union Territories of Jammu and
Kashmir and Ladakh. The company operates as an EPC contractor and on a unit-price
basis for infrastructure projects and subcontracts infrastructure construction projects. The
company has these major business verticals: Road projects, Tunner projects, Slop
stabilization works and other miscellaneous civil construction activities. As of March 2024,
the company has completed 37 infrastructure construction projects with a total contract
value of Rs. 77,088.00 lakhs including 31 road construction projects, 3 tunnel projects, 1
slope stabilization project, and 2 miscellaneous construction works. Out of the 37 projects
29 infrastructure construction projects, including sub-contracts, were undertaken by the
company independently and 8 projects were undertaken through project-specific joint
ventures. As on January 31, 2024, the company employed 275 full-time employees,
consisting of specialists and workers.

Strength

Proven track record of efficient execution of roads, tunnels and slope stabilisation
works in the difficult terrain of union territory of Jammu and Kashmir: SRM
Contractors boasts a successful track record in Jammu and Kashmir and Ladakh,
specializing in road, tunnel, and slope stabilization projects in challenging terrains. By
January 31, 2024, the company had completed 38 projects with a total contract value of Rs.
1411.66 crore. This impressive portfolio includes 32 roads, 3 tunnels, 1 slope stabilization
project, and 2 other civil construction projects. Notably, 30 of these projects were executed
independently (including subcontracting), showcasing their expertise and capabilities. The
remaining 8 projects involved project-specific joint ventures. SRM Contractors attributes
their competitive edge to their ability to operate in difficult terrains, handle complex projects
with timely completion, and offer competitive bids, making them a preferred choice for
government departments and Gol-funded entities.

Business model of selecting and clustering of projects in the union territories of
Jammu & Kashmir and Ladakh: SRM Contractors' growth hinges on a strategic project
selection model. By concentrating its efforts on Jammu and Kashmir and Ladakh, the
company leverages its expertise in challenging terrain. This focus allows it to efficiently
cluster projects geographically, maximizing efficiency and profitability. The key lies in
minimizing transportation costs and equipment investment. The company achieves this by
utilizing existing manpower, equipment, and materials from nearby projects, even when
subcontracting. This approach creates economies of scale and a competitive advantage.

Continuous Focus on equipment ownership: SRM Contractors prioritizes equipment
ownership to ensure timely project delivery and efficient execution. Its extensive fleet of
modern construction equipment minimizes reliance on external providers, giving it a
competitive edge. The company strategically invests in equipment, often acquiring similar
models to streamline operator training and reduce downtime and maintenance costs. As of
January 31, 2024, the company owns 228 pieces of equipment, including hot mix plants,
stone crushers, excavators, and various essential machineries for road construction. Its
commitment is evident in consistent equipment purchases, with Rs. 18.48 crore spent in
2023 alone, and plans for further fleet expansion.

In-house integrated model: SRM Contractors credits its in-house integration model for
driving growth. This model involves owning and managing a substantial fleet of
construction equipment (228 pieces as of January 31, 2024, with a value of Rs. 73.05 crore
on December 31, 2023). The company believes this approach ensures quality control,
timely delivery, and reduced reliance on third-party suppliers, ultimately leading to
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successful project completion on time and within budget.

Strategy

Bid for, win and operate hybrid annuity model-based projects: SRM Contractors leverages its
decade-long experience and expertise in Jammu & Kashmir and Ladakh's challenging terrain to
target mid-to-large Hybrid Annuity Model (HAM) projects. Its domain knowledge and technical know-
how position them well for success. Bidding on larger projects allows it to spread fixed costs
(employee expenses, automation, and administration) over a larger value, leading to greater
efficiency compared to smaller EPC projects. While it'll continue fulfilling existing EPC commitments,
SRM Contractors prioritizes expanding its portfolio through strategic joint ventures focused on HAM
projects.

Expansion of fleet of machinery and equipment: Its strategy is to continue to acquire the core
equipment that SRM Contractors Ltd. typically requires for its projects. Ownership of modern
machinery and equipment ensures its continuous and timely availability, thereby increasing its
efficiency and cost-effectiveness, which is critical to the operations of its business. The company
intends to increase the efficiency and competitiveness of its operations by continuously investing in
state-of-the-art construction machinery and equipment in order to reduce its costs to execute its
projects and have better operating margins. SRM Contractors Ltd. believes that this will make it more
efficient and also make it more competitive. To fuel its growth and expand operations, SRM
Contractors Ltd. intends a portion of Net Proceeds towards the acquisition of equipment from reputed
manufacturers and continues with its strategy of placing minimum reliance on hired or leased
equipment.

Focus on rationalizing its indebtedness: The company focuses on rationalizing its indebtedness.
SRM Contractors Ltd. has entered into various financing arrangements with banks and financial
institutions for financial facilities. The company proposes to repay or prepay all or a portion of certain
borrowings availed by the company from the Issue Proceeds. The repayment or prepayment will help
reduce its outstanding indebtedness, assist it in maintaining a more favorable debt equity ratio and
enable utilization of its internal accruals for further investment in business growth and expansion.

Further enhance its project execution capabilities: One of the primary focus areas of its project
execution strategy is the completion of its projects on schedule. SRM Contractors Ltd. also intends to
continue to focus on performance and project execution in order to maximize client satisfaction and
margins. SRM Contractors Ltd. leverages technologies, designs and project management tools to
increase productivity. SRM Contractors Ltd. seeks to optimize operating and overhead costs to
maximize its operating margins. Its ability to effectively manage its projects will be crucial to its
continued success as a reputed construction company. SRM Contractors Ltd. intends to continuously
strengthen its execution capabilities by adding to its existing pool of employees, attracting new
graduates from engineering colleges in India, and facilitating continuous learning with in-house and
external training opportunities. SRM Contractors Ltd. also seeks to implement an Enterprise
Resource Planning (“ERP”) system for improved efficiency and better control over its project sites
and offer its engineering and technical personnel a wide range of work experience, in-house training
and learning opportunities by providing them with an opportunity to work on a variety of large,
complex construction projects. SRM Contractors Ltd. will also continue to focus on its health, safety
and environmental management and quality management standards as SRM Contractors Ltd.
believes these elements of performance measurement has become important competition
differentiators of contractors by potential clients.

Develop and maintain strong relationships with its clients and project specific joint venture
partners: Its services significantly depend on procuring construction contracts undertaken by the
government, semi-governmental authorities and other projects by private companies. Its business is
also dependent on developing and maintaining strategic alliances with other contractors with whom
SRM Contractors Ltd. may want to enter into project-specific joint ventures or subcontracting
relationships for specific purposes. SRM Contractors Ltd. will continue to develop and maintain these
relationships in both the client and vendor space. SRM Contractors Ltd. intends to establish
relationships and share risks with companies whose resources, skills and strategies are
complementary to its business and are likely to enhance its opportunities. The company also
proposes to make investmentin project specific joint ventures from the Issue Proceeds.
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Leverage core competencies with enhanced in-house integration: Its in-house integration has
been instrumental in its growth over the years and SRM Contractors Ltd. seeks to focus on further
enhancing its in-house capabilities. Depending on the nature of projects that SRM Contractors Ltd.
intends to bid for, it intends to enhance its in-house integration model in the areas of design and
engineering capabilities, project management and central procurement facilities. SRM Contractors
Ltd. believes that further developing specialized in-house integration capabilities would reduce
dependence on third parties, thereby avoiding risks and minimizing costs and time associated with
outsourcing.

Risk factor

» The company relies heavily on Jammu & Kashmir and Ladakh for its business. Economic,
regulatory, or other changes in these regions could significantly impact the company's
performance.

» The company derives a large portion of its revenue from a few government clients. Losing any of
these major clients could have a severe negative impact.

» The company depends heavily on government projects. Changes in government priorities or
funding could affect the company's future projects and revenue.

» The company's business is subject to seasonal variations, which could lead to uneven cash flow
and operational challenges.

Peer comparison

Co_Name Total Income PAT EPS P/E P/BV BV FV Price Mcap

ITD Cem 7091.56 222.01 12.92 23.57 3.95 77.17 1.00 304.55 5231.79
Man Infra 1646.98 316.70 8.53 23.84 6.19 32.85 2.00 203.35 7549.38
Likhitha Infra. 416.64 64.28 16.29 15.22  3.54 70.11  5.00 247.90 977.97
Udayshivakumar 539.19 20.86 3.77 13.13  1.78 27.89 10.00 49.51 274.07
SRM Contactors Limited** 312.73 28.09 12.24 17.15  2.18 96.52 10.00 210.00 481.83

*Peer Comparsion companies financials are based on TTM.
**SRM Contractors Limited Finacials are annualised FY24

Valuation

Considering the P/E valuation, on the upper end of the price band of Rs.210, the stock is priced at pre
issue P/E of 12.52x on Estimated Annualised FY-24 EPS of Rs. 16.78. Post issue, the stock is priced
ataP/E of 17.15x on its EPS of Rs.12.24. Looking at the P/B ratio at Rs.210, pre issue, book value of
Rs. 54.50 of P/Bvx 3.85x. Postissue, book value of Rs. 96.52 of P/Bvx 2.18x.

Considering the P/E valuation, on the lower end of the price band of Rs.200, the stock is priced at pre
issue P/E of 11.92x on Estimated Annualised FY-24 EPS of Rs.16.78. Post issue, the stock is priced
ata P/E of 16.33x onits EPS of Rs.12.24. Looking at the P/B ratio at Rs.200, pre issue, book value of
Rs. 54.50 of P/Bvx 3.67x. Postissue, book value of Rs. 96.52 of P/Bvx 2.07.

Industry Outlook

The National Infrastructure Pipeline of India is a monumental initiative to reshape India's
infrastructure landscape. Covering a multitude of sectors, from energy and transportation to urban
development and beyond, the NIP is driven by the primary goal of fostering economic growth,
creating employment opportunities, enhancing citizens' quality of life, and ensuring equitable access
to essential infrastructure. Since its inception, the NIP has undergone significant expansion. Initially
comprising 6,835 projects, it has now grown to encompass over 9,000 projects spanning 57 sub-
sectors. These projects are jointly funded by the Central Government, State Governments, and the
private sector, emphasizing collaboration as a key driver of success. As per the Economic Survey
2023, projects worth INR 108 trillion are currently at various stages of implementation under the
National Infrastructure Pipeline. Of these projects, 8,964 are in different phases of execution. A
significant portion belongs to the transportation sector, highlighting the program's focus on bolstering
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India's infrastructure backbone. Additionally, projects span various domains, including
communication, energy, logistics, social infrastructure, transport, water and sanitation, and
commercial infrastructure, reflecting the comprehensive nature of the NIP. Between the fiscal years
2020 and 2025, approximately 71% of the anticipated infrastructure investments in India are
allocated to sectors like energy (24%), roads (18%), urban development (17%), and railways (12%).
In the recent years, J&K has received a boost in road infrastructure development. In recent years, the
government's relentless focus on improving road infrastructure in the Union Territory of Jammu and
Kashmir (J&K) has ushered in a wave of transformation, revolutionizing connectivity and fostering
economic prosperity across the region. Union Territory of Jammu & Kashmir has been rapidly
emerging as one of the fastest developing economies in the country. This transformation has played a
pivotal role in not only enhancing economic growth but also in fostering connectivity that has bridged
geographical and developmental gaps within the region. Over the period of 2020-2022, road and
tunnel infrastructure have been prioritized, with approximately one lakh crore being allocated for the
construction of a robust road network. Major upcoming infrastructure projects J&K are (i) Jammu and
Srinagar MetroLite (10,599 crores); (i) Amarnath Marg Project (estimated cost of Project - Rs 1800
Crores); (iii) Upgradation of Khellani Tunnel; and (iv) Srinagar-Baramulla Uri National Highway
(estimated cost of project - 823.45 crore).

Outlook

SCL is an engineering construction company specializing in roads, tunnels, slope stabilization works
with related service. It has orders on hand worth Rs. 1199+ cr. as of December 31, 2023, indicating
the prospects for the near term. However, the company derives a large portion of its revenue from a
few government clients. Losing any of these major clients could have a severe negative impact.
Besides, the company relies heavily on Jammu & Kashmir and Ladakh for its business. Economic,
regulatory, or other changes in these regions could significantly impact the company's performance.
Along terminvestor may opt the issue.

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

EVENT INDICATIVE DATE

(On or about)
BID/ISSUE OPENS ON 26-March-24
BID/ISSUE CLOSES ON 28-March-24
Finalisation of Basis of Allotment with the Designated 01-April-24

Stock Exchange

Initiation of refunds (if any, for Anchor Investors)/unblocking of 02-April-24
funds from ASBA Account

Credit of Equity Shares to Demat Accounts of Allottees 02-April-24
Commencement of trading of the Equity Shares on the 03-April-24

Stock Exchanges
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Annexure

Consolidated Financials

Profit & Loss

Rs. in Cr.

Particulars

Period ended
31-Dec-23 (9 Months)

Period ended
31-Mar-23 (12 Months)

Period ended
31-Mar-22 (12 Months)

Revenue from operations
Total expenditure
Operating Profit

OPM%

Other Income

PBDIT

Depreciation

PBIT

Interest

Profit/(Loss) before Tax
Tax

PAT

234.55
205.04
29.51
12.58
7.73
37.24
6.27
30.97
2.81
28.16
7.09

21.07

300.29
261.99
38.30
12.75
0.36
38.66
7.81
30.85
5.80
25.05
6.30

18.75

263.61
233.50
30.12
11.42
1.90
32.01
6.16
25.85
2.55
23.29
5.73
17.57

Balance sheet is on next page
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Balance Sheet Rs. in Cr.
Particulars As on 31-Dec-23 As on 31-Mar-23 As on 31-Mar-22

Non-current assets

Property, plant and equipment 37.54 39.47 29.38
Investment Property 5.32 1.79 1.46
Total non-current assets 42.87 41.26 30.83

Current assets
Inventories 32.55 10.37 8.43

Financial Assets

Trade Receivables 10.41 15.38 16.21
Cash and Cash Equivalents 27.70 20.67 16.65
Investments 11.99 6.79 2.28
Loans 2.46 4.40 1.09
Other financial assets 40.67 38.27 44.67
Other Current Assets 0.23 0.23 0.05
Total current assets 126.00 96.10 89.38
Total Assets 168.87 137.36 120.22

Non-current liabilities

Financial liabilities

Borrowings 23.71 25.77 17.67
Deferred Tax Liabilities (Net) 2.53 1.51 0.74
Total non-current liabilities 26.25 27.28 18.42

Current liabilities

Financial Liabilities

Borrowings 18.61 21.39 13.85
Trades Payable - MSME 3:31 0.14 0.00
Trade Payables - other than MSME 18.54 11.02 27.20
Provisions 11.73 8.01 14.83
Other Current Liabilities 6.19 6.37 1.50
Total current liabilities 58.39 46.92 57.39
Total 84.64 74.20 75.80

Net worth represented by:

Equity Share Capital 16.74 16.74 1.52
Other equity 67.48 46.41 42.89
Minority interest 0.00 0.00 0.00
Net Worth 84.23 63.16 44.41
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RANKING METHODOLOGY
WEAK *

NEUTRAL * X

FAIR * % *
GOOD * %k k k

EXCELLENT * % & &k
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Tel: 91-22-67341600, Fax: 91-22-28805606

Gnvestments in securities market are subject to market risks, read all the related documents carefully before investing.\
Registration granted by SEBI and certification from NISM in no way guarantee performance of the intermediary or provide any
assurance of returns to investors. The securities quoted are for illustration only and are not recommendatory. SMC is a SEBI
Cegistered Research Analyst having registration number INH100001849. CIN : L74899DL1994PLC063609. )
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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, MSE| (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, NBF C with SEBI and Reserve Bank of India. It also has registration with AMF| 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 orits 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 Analystin 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.
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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. Itis 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.
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