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Annual Report Analysis (Consolidated)

Investor Snapshot

# Analytical point Sentiment
Dominant digital monopoly with 88.52% revenue growth to [8,541.47 Cr, driven by a 192% surge in Positive
catering volumes post-pandemic.

Revenue mix shift toward lower-margin catering segments caused PAT margins to compress from Negative
iV
35.11% to 28.40%. 2
Operating leverage remains a core strength as employee benefit expenses stayed flat at (245.52 Cr Positive
despite the near-doubling of top-line scale.
Net profit grew 52.5% to [1,005.88 Cr, supported by a [27.20 Cr provision reversal that artificially Neutral
u
boosted the current year PBT.
Maintained a pristine debt-free balance sheet (0.0x D/E) with a substantial liquidity buffer of 1,933.73 Positi
ositive
Cr in cash and bank balances.
Earnings quality is deteriorating as CFO/PAT fell to 0.86x, with 571 Cr absorbed into working capital )
L . L Negative
due to friction with the parent Ministry.
Capital efficiency is hindered by 794.06 Cr held in non-interest bearing deposits with the Ministry of Negative
v
Railways, earning a 0% return. g
Capital commitments spiked 210% to [251.82 Cr, primarily driven by a [208 Cr advance for a new Neutral

office, representing a non-core use of cash.

9 Governance risks are elevated with only 28.57% board independence, non-compliance with SEBI Negative
LODR, and the CMD position held as an "Additional Charge." g

High concentration risk persists with 22.59% of revenue and significant receivables dependent on the

C . . . Negative
Ministry of Railways' policies and reconciliations.
Forward visibility is exceptionally strong with contract liabilities (advances) growing 109% to [409.52 Positive
Cr, signaling robust demand for the next fiscal.
Stance: ACCUMULATE; monitor receivable days (currently 117.78) and potential regulatory changes Positive
itivi

to convenience fees or revenue sharing.

1. Business overview (In Bullet Points)

* Business Segments: IRCTC operates as a diversified service arm of the Indian Railways, maintaining a
near-monopoly in Internet Ticketing, Catering & Hospitality, and Rail Neer, with a growing presence in Travel
& Tourism.

* Revenue Drivers: Primary drivers include convenience fees from high-volume online ticket bookings (11.82
lakh daily), menu pricing and train volume (Vande Bharat) for catering, and tour occupancy for the "Bharat
Gaurav" initiative.

* Cost Drivers: Major costs are influenced by "Revenue Share" and "Haulage Charges" paid to the Ministry of
Railways (MoR), which increased to [704.90 Cr in FY23, alongside logistics costs for Rail Neer and on-board
catering service provider charges.



* Industry Position: Holds a dominant position as one of the most transacted websites in the Asia-Pacific
region and is the sole entity authorized by Indian Railways for online ticketing and packaged drinking water.

« Expansion Plans: Strategic focus on "Non-Railway Catering" (NRC), foray into cargo/logistics, and the
addition of new Rail Neer plant capacities to meet the supply-demand gap.

* Acquisitions & Capacity Additions: Scaled "Bharat Gaurav" operations from 150 to 300 trains annually;
significant capital commitments of [251.82 Cr are directed toward new plants and a new office space in New
Delhi.

* Segment Performance: Catering witnessed a massive 192.57% growth due to post-COVID resumption;
Internet Ticketing remains the highest-margin vertical; Tourism is pivoting toward theme-based circuit trains.

» Geographical Presence: Pan-India presence through the railway network, with increasing digital reach via
the "Rail Connect" mobile app, which handles 5.60 lakh daily bookings.

2. Management commentary & outlook

* Management is pursuing a strategy of "cautious expansion," focusing on diversifying revenue streams to
reduce structural dependence on Ministry of Railways' policy changes.

» Growth guidance is centered on the "Vande Bharat" catalyst for premium catering and the "Bharat Gaurav"
initiative for domestic religious and cultural tourism.

» The demand environment is characterized by a "rebound in traveller aspirations," with a clear shift in
consumer preference toward premium experiences and executive lounges.

» Competitive intensity is being addressed by positioning IRCTC as a "comprehensive travel aggregator,”
offering integrated insurance and the lowest convenience fees compared to other Online Travel Agents
(OTAS).

» New projects include the expansion into "Non-Railway Catering" and a strategic foray into cargo and logistics
to leverage the brand's reach beyond the rail network.

« Partnerships are being deepened through co-branded credit cards with HDFC and BOB, and collaborations
with B2C agents like ixigo and Paytm to capture a larger share of travel spend.

* The long-term vision involves maximizing "Non-Fare Revenue" (NFR) through digital advertising and data
monetization of its massive transaction base.

» Management Tone: The management tone is Execution-Oriented and Pragmatic. There is a visible shift
from a "pandemic-survival" narrative to "growth-optimization," successfully leveraging the Vande Bharat
brand to premiumize the portfolio. While optimistic about tailwinds, leadership remains grounded regarding
operational challenges in catering and the structural risks of being tethered to Ministry policy. The current
"Additional Charge" status of the CMD position suggests a potential gap in long-term visionary stability
despite sharp tactical execution (Analytical Verdict).

3. Financial analysis

3.1 Financial statements
3.2 Financial analysis summary

* Revenue from operations surged 88.52% to [B,541.47 Cr, primarily driven by a 192.57% explosion in
Catering income ([1,496.43 Cr) following the resumption of cooked food services; however, this growth led to
a doubling of Trade Receivables to [1,142.91 Cr, indicating that cash collection is lagging behind sales
recognition.



» While PAT grew 52.50% to [1,005.88 Cr, the PAT Margin compressed from 35.11% to 28.40% as the
business mix shifted toward lower-margin Catering and Tourism segments, which now represent over 53% of
total revenue.

* EBITDA margin saw a dilution to 36.47% from 42.93% due to a sharp 278.66% increase in Expenses of
Licensee Catering ([1,072.89 Cr) and rising logistics costs, with Freight Outward & CFA Charges jumping
79.6% to [48.70 Cr.

» The company exhibits significant operating leverage as Employee Benefit Expenses remained remarkably
flat at [245.52 Cr despite the near-doubling of Revenue, allowing PBT to reach [1,349.95 Cr.

» CFO of [864.04 Cr failed to keep pace with PAT of [1,005.88 Cr (CFO/PAT ratio of 0.86), largely due to a
massive [571.40 Cr absorption of cash into Working Capital, specifically driven by the 100% YoY growth in
Trade Receivables.

» Balance Sheet quality is impacted by structural reconciliation risks, with [¥94.06 Cr locked in non-interest
bearing Other Deposits with Railways and [143.43 Cr of Trade Receivables classified as "Credit Impaired.”

« Capital Work-in-Progress and Property, Plant & Equipment additions were supported by a 210% spike in
Capital Commitments to [251.82 Cr, including a [208.51 Cr Capital Advance for office space, marking a shift
toward aggressive physical asset expansion.

» The company remains entirely debt-free with [0.00 Cr Total Debt, maintaining a massive Cash & Bank
Balance of [1,933.73 Cr, which generated [120.43 Cr in Other Income.

* Return on Equity (ROE) improved to 40.04% from 32.27%, driven by higher Asset Turnover (0.72x vs 0.48x)
as the company "sweated" its infrastructure more effectively post-pandemic.

» Working Capital efficiency is hampered by aged accounts, with [158.59 Cr of Trade Receivables and
[254.30 Cr of Trade Payables outstanding for over 3 years, suggesting persistent disputes with Zonal
Railways.

» Other Assets were impacted by a [208.51 Cr Capital Advance for office space and [794.06 Cr in Other
Deposits with Railways which earn zero interest, effectively acting as an interest-free loan to the promoter.

« Other Liabilities include [506.20 Cr in Rolling Deposits for ticketing and [096.71 Cr in Statutory Dues (GST/
TDS) unpaid at year-end.

» Other Expenses were driven by a 79.6% increase in Freight & CFA Charges ([48.70 Cr) due to Railneer
expansion and [10.72 Cr in Legal & Professional Fees stemming from multiple litigations.

» The dominant financial theme of the year is a robust post-pandemic volume recovery leading to record
Revenue, but with a notable shift toward a lower-margin business mix and increasing Working Capital friction
with the parent Ministry.

3.3 Contingent liabilities & commitments

* Service Tax Disputes: [87.97 Cr (High Risk) - Long-standing dispute regarding on-board catering (Service
vs Sale) pending in the Supreme Court.

« VAT & Other Taxes: [B4.64 Cr - Related to catering taxability.
 Arbitration Claims: [108.52 Cr - Claims from various licensees and vendors.

 Anti-Profiteering Demand: [50.41 Cr - Notice from National Anti-Profiteering Authority alleging GST benefits
on Railneer were not passed to consumers.

 Capital Commitments: [251.82 Cr - Primarily for new Railneer plants and New Delhi office space.

» Unprovisioned Awards: Arbitrators awarded [74.00 Cr to licensees for meal rate differences; IRCTC has not
provisioned this, claiming right of recovery from Indian Railways.



3.9 Earnings quality & forensic checks



# Check

1 PAT vs CFO trend

Receivables &
2 channel-stuffing
signal

Revenue timing
(unbilled/advances)

Revenue from
related parties %

Inventory vs
revenue growth

Inventory valuation
method change

Exceptional items in
operating profit

Depreciation rate vs
useful life policy

Provision reversals
boosting PAT

10 Tax rate consistency

1 CWIP age and
stalling projects

12 Deferred tax asset
recognition
RPT quantum and

13
trend

7 Dividend paid vs
FCF adequacy
Auditor

15 Reconciliation
Concerns

Unbilled Revenue/
Payables

Impact

Profit { — earnings overstate cash; [120.43

Cr non-operating income and (1,300 Cr
liquidity locked in deposits.

Revenue 1| — channel stuffing risk;
receivables grew 100% vs revenue 88.5%
indicating slight credit stretching.

Revenue t — high visibility; contract
liabilities surged 109% providing strong
forward booking coverage for FY24.

Revenue 11 — concentration risk; 22.59% of

revenue depends on Ministry of Railways
contracts and reconciliations.

Profit 1 — efficient operations; inventory
grew only 21% against a massive 88.5%
revenue jump.

Neutral — consistent application; no change

in valuation methods reported in the
accounting policies.

Profit 1 — non-recurring boost; [(27.20 Cr
provision write-back artificially inflated the
current year's PBT.

Profit 11 — high judgment; land leases from

Railways assume long-term tenure despite
shorter formal agreements.

Profit 1 — non-cash gain; reversal of old
provisions contributed to the exceptional
gain of [27.20 Cr.

Neutral — tax transparency; effective tax
rate of 25.50% aligns with statutory
corporate tax rates.

Profit | — capital risk; capital commitments
spiked 210% for new plants and office
space.

Neutral — conservative accounting; DTA/
DTL balances show no signs of aggressive
recognition to boost PAT.

Profit | — margin pressure; 15% profit share
on Railneer and increased haulage charges

paid to Railways.

— Cash rich; massive cash/bank balance of

[1,933.73 Cr easily covers dividend and
expansion needs.

Profit 11 — structural risk; balances with
Zonal Railways are subject to confirmation
due to accounting basis mismatch.

Status

Notes detail

Note 33.2 & 12: Interest on FDRs and
non-interest bearing deposits with
Railways limit cash conversion.

Note 10.1: Credit impaired receivables
rose to [143.43 Cr; [158.59 Cr
outstanding for >3 years.

Note 19.a & 59.c: Unexpired license fees
and tour advances indicate strong
demand in Catering/Tourism.

Note 44.3: Business model is intrinsically
tied to the Ministry; structural
reconciliation discrepancies persist.

Working Capital Deep Dive: Lean stock
management despite massive scaling in
Catering and Railneer.

Note 2: Standard valuation at lower of
cost or net realizable value maintained.

Note 33.2: "Excess Provision Written
Back" provides a one-time benefit to the
bottom line.

Note 2.i.h & 75: Significant judgment
used for ROU asset valuation on
Railway land leases.

Note 33.2: Reversal of prior period
provisions directly increased reported
net profit.

Note 33.2: Stable tax positioning with no
aggressive reliance on deferred tax
assets.

Note 40: Aggressive expansion phase
for Railneer plants and [208.51 Cr
advance for New Delhi office.

Note 33.2: Tax reconciliations indicate
standard compliance without aggressive
deferred tax plays.

Note 54.b: New dispute settlement
requires 15% profit share for all Railneer
plants to be paid to Railways.

Note 10.2 & 10.3: Debt-free status and
high internal accruals support strong
shareholder returns.

Structural discrepancies between
Accrual (IRCTC) and Cash (Railways)
accounting.



# Check Impact Status  Notes detail

Profit 11 — estimation risk; [84.05 Cr High risk of future reversals if inter-
unbilled revenue and [¥6.45 Cr unbilled departmental settlements differ from
payables rely on management estimates. estimates.

Indicates historical lapses in accounting
— for employee benefits and miscellaneous
expenses.

Prior Period Profit | — accounting lapses; [13.56 Cr of
Adjustments net prior period expenses reported.

4. Management & governance

A. Auditor Report & Key Audit Matters * Audit Opinion: Unqualified. * KAM 1: Reconciliation with Indian
Railways: Auditor flagged that balances for Receivables, Payables, and Advances with Zonal Railways are
subject to confirmation. Discrepancies are structural due to "Cash Basis" accounting at Railways vs "Accrual” at
IRCTC. * KAM 2: Payment Gateway Reconciliation: Massive transaction volumes prevent 100% manual
reconciliation. A 100% provision of [2.91 Cr was made for old inoperative gateway accounts. * KAM 3:
Impairment of Tejas/Bharat Gaurav Trains: Auditor raised concerns over operational losses. Management
responded that no impairment is necessary based on "future profitability" projections. * Other Matters:
Consolidation of "Royale Indian Rail Tours Ltd" was not possible due to a decade-long dispute and lack of
financial statements from the JV. * Auditor Fees: [D.31 Cr. The fee is exceptionally low (0.008% of revenue),
typical for PSU audits but raising questions regarding the depth of forensic scrutiny for a company processing
11.82 Lakh tickets daily.

B. Related Party Transactions | Party | Relationship | Nature | Amount (CICr) | Concern | | i=-- | === | === | i==- | == |
| Ministry of Railways (MoR) | Promoter/Parent | Catering Income | 800.02 Cr | High dependency; 22.59% of
revenue | | Ministry of Railways (MoR) | Promoter/Parent | Railway Share in Licensee Fee | 282.56 Cr | Revenue
leakage to parent | | Ministry of Railways (MoR) | Promoter/Parent | Haulage Charges Paid | 137.76 Cr | Fixed
cost risk | | Ministry of Railways (MoR) | Promoter/Parent | Rolling Deposits (Asset) | 790.26 Cr | Interest-free
liquidity lock | | CRIS | Fellow Govt. Entity | IT Support/Services | Not disclosed | Operational dependency |

* RPT Risk: 22.59% of revenue depends on the Ministry. Structural dependency creates a "policy-whim" risk
where margins can be compressed by administrative orders.

* Liquidity Lock: [794.06 Cr held as "Other Deposits with Railways" earns zero interest, effectively acting as
an interest-free loan to the Promoter.

C. Shareholding * Promoter (President of India): 62.40% * LIC: 8.43% * Flls: 7.35% * Public/Others: 21.82%
* Pledged Shares: 0.00%

D. Board Composition + KMP Compensation * Total Directors: 7. * Independent %: 28.57% (2 out of 7) —
Flag: Non-compliant with SEBI LODR (requires 50% as CMD is Executive). * Women Directors: 1 (Smt.
Seema Kumar). * KMP Compensation: Total KMP pay is negligible (<0.2% of EBITDA). * Leadership
Instability: The CMD position is held as an "Additional Charge," signaling a lack of permanent strategic
leadership.

F. Capital Allocation & Capex | Action | FY current (OCr) | FY prior (OCr) | Signal | | :--- | === | === | === | |
Dividends | 440.00 Cr | 280.00 Cr | Positive | | Capital Commitments (Capex) | 251.82 Cr | 81.14 Cr | — | |
Capital Advance (Office) | 208.51 Cr | 0.00 Cr | — | | Net Debt Change | 0.00 Cr | 0.00 Cr | — |
* CAPEX Analytical Notes:
o CFO coverage of current capital commitments is strong, supported by a [1,933.73 Cr cash balance.

o Capex hature is shifting toward aggressive physical asset expansion, including a [208.51 Cr advance for
office space in New Delhi, which is a non-core asset heavy investment.



- Deployment Efficiency: Revenue grew 88.52% while capital commitments rose 210%, suggesting a

heavy future expansion phase.

- Takeaway: High dividend payout (43.74% of PAT) is positive, but the diversion of (208 Cr into office real
estate is a sub-optimal use of high-ROE capital.

H. Risks * Regulatory/Policy (High): MoR control over menu and pricing can lead to direct margin
compression. * Litigation - VAT (High): (87.97 Cr potential liability regarding on-board catering taxability
pending in Supreme Court. * Anti-Profiteering (Medium): [50.41 Cr demand regarding GST benefits on
Railneer. * Credit Risk (Medium): [143.43 Cr credit impaired dues from Zonal Railways; subject to persistent
reconciliation issues. * Concentration (High): Total dependency on MoR infrastructure and "Bharat Gaurav"

policy.

5. Scorecard & verdict

Part a: scorecard

Dimension

Key evidence

One-line rationale

Business quality

Financial health

Earnings quality

Management &
governance

Capital allocation &
earnings visibility

88.5% Revenue growth; Near-
monopoly in ticketing/catering

D/E 0.0x; Cash [1,933 Cr; Interest
Coverage 135x

CFO/PAT 0.86x; [143 Cr Credit
Impaired; (27 Cr Provision Reversal

28% Independent Board; CMD
"Additional Charge"; low auditor fees

43% Dividend Payout; (208 Cr Office
Advance; 109% Contract Liability
growth

Strong moat and volume recovery, but
high regulatory dependency.

Debt-free with massive liquidity buffer
and high ROE.

Cash conversion lagging PAT due to
working capital friction with parent.

Non-compliance with SEBI LODR and

leadership instability are concerns.

Strong dividends and visibility, but
non-core capex drags efficiency.

Business positives (for this company this year) * Robust Revenue Growth: Operations surged 88.52% to
[B,541.47 Cr, driven by the post-pandemic resumption of catering. * High Return Profile: ROE improved to
40.04% and ROCE reached 52.38%, reflecting efficient infrastructure sweating. * Debt-Free Balance Sheet:
Maintained [0.00 Cr debt with a massive [1,933.73 Cr cash and bank balance. * Strong Forward Visibility:
Contract Liabilities (advances) surged 109% to [#09.52 Cr, indicating strong demand for FY24. * Operating
Leverage: Employee Benefit Expenses remained flat at [245.52 Cr despite the doubling of revenue.

Business negatives | concerns (for this company this year) * Margin Compression: PAT Margin dropped
from 35.11% to 28.40% due to a shift toward lower-margin catering segments. * Working Capital Stress: Trade
Receivables doubled to [1,142.91 Cr, with [143.43 Cr classified as credit impaired. * Governance Non-
Compliance: Board is only 28.57% independent, failing SEBI LODR requirements for an executive-led board. *
Liquidity Lock: [794.06 Cr is held in non-interest bearing deposits with the Ministry of Railways, earning 0%
return. * Leadership Instability: The CMD position remains an "Additional Charge," creating uncertainty in long-

term strategic vision.

Overall scorecard summary IRCTC remains a financially powerhouse with a debt-free balance sheet,
exceptional ROE, and a dominant market position that has translated into record post-pandemic revenue.
However, earnings quality is slightly deteriorating as cash conversion (CFO/PAT 0.86x) lags behind reported
profits due to significant working capital absorption by the Ministry of Railways. Governance is the primary weak



spot, characterized by board non-compliance and leadership instability. The business is on a stable trajectory,
where massive volume growth is currently offsetting the margin dilution from a changing business mix.

Part b: governance check matrix

# Check Status
1 Audit opinion clean? —
2 Promoter pledge = 0? —
3 KMP pay < 5% of PAT? —
4 RPT quantum < 5% of revenue? —
5 Board > 50% independent? —
6 At least 1 woman director? —
7 No statutory dues outstanding? —
8 No fraud reported? —
9 Audit trail enabled? —
10 Frequent Auditor change —

Final line: "Total: 7/10 — Governance Rating: 3"
Part c: investor verdict

Thesis: A high-moat, debt-free digital monopoly transitioning into a high-volume travel aggregator, currently
trading margin for scale.

Overall stance: ACCUMULATE

Rationale: Strong post-pandemic volume recovery and Vande Bharat tailwinds outweigh governance gaps and
margin dilution. Re-evaluate when: PAT Margin falls below 25% OR Receivables > 150 days. BULL CASE:
Successful monetization of 11.82 lakh daily transactions via NFR could add [200-300 Cr to PAT with zero
incremental cost. BEAR CASE: Ministry of Railways mandates a further increase in revenue share or reduces
convenience fees, impacting PAT by >15%. Key monitorable: Receivable Days: 117.78 Days - Watch
threshold: 140 Days.
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