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REVISED MOU 2015-16

MEMORANDUM OF UNDERSTANDING
BETWEEN
MINISTRY OF RAILWAYS AND IRCON

(2015-16)

1.1  VISION

To be recognised nationally and internationally as a specialised
construction organisation comparable with the best in the field covering the
entire spectrum of construction activities and services in the infrastructure

sector.

MISSION

i) To effectively position the Company so as to meet the construction
needs of infrastructure development of the changing economic

scenario in India and abroad.

i} To earn global recognition by providing high quality products and
services in time and in conformity with the best engineering

practices.

1.2 OBJECTIVES

i} To enhance the size and value of business activities of the Company

so as to achieve a turnover of ¥ 5500 crores by the year 2016-17.

i) To achieve reasonable returns on the capital employed.
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REVISED MOU 2015-16

1.3 GOVERNMENT OBLIGATIONS / ASSISTANCE

1. Manpower on deputation: During 2015-16, Ircon would require
additional 18 SAG/ED and 9 SG/JAG officials on deputation from Ministry
of Railways.

2. a) Sanction of estimates: The estimates of the following projects would
require sanction by the Ministry of Railways:-
i Sivok-Rangpo New Rail Line Project
ii Rail Link between Jogbani (Bihar) India to Biratnagar (Nepal)
iii Rail Link between Jayanagar (India) — Bijalpura (Nepal)
iv J&K Rail project
v Loco sheds at Mughalsarai

b) Funds for execution of projects: Ministry of Railways would provide
funds as under :-

S.No. Name of the Project Fund
Requirement
( ¥ crores)
i J&K Rail project 650.00
ii New Rail Coach Factory at Raebareli 380.00
ifi Development of circulating area at Santragachi 75.00
iv Development of Coaching terminal at Shalimar 50.00
v Sivok-Rangpo New Rail Line Project 200.00
Vi Rail Link between Jogbani (Bihar) India to 75.00
Biratnagar
(Nepal)
vii Rail Link between Jayanagar (India)-Bijalpura 44.00
(Nepal)
viii  Loco sheds at Bondamunda and Daund 20.00
iX Construction of Behala Stadium 3.30

Total 1497.30

3. The Ministry of Railways will appoint required number of
Independent Directors in due compliance of Corporate Governance
requirements under guidelines issued by DPE, and relevant provisions of
the Companies Act, so that the posts of Independent Directors do not
remain vacant and the Company is enabled to conduct its business

smoothly.

4. Approval of visits of CMD to overseas countries for securing business and
monitoring of project execution, as per requirement, as per DPE

Guidelines.
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REVISED MQU 2015-16

Part-ll
2. PERFORMANCE CRITERIA FOR 2015-16 - REVISED
; Mol MoU Target ! Documentary
Sl . - . Weig Target for | evidence and
Evaluation Criteria i
Ne. Unit ht(in| the year | Excellent| Very Good| Good Fair Poor | scurces erigin
%) | 2015-18 (11 (2) {3) (4] (5} of documents
1) STATIC [ FINANCIAL PARAMETERS
Mandatory parameters [Sr. ne. {i) - {i}]
(i) |Growth / Size / Activity : |
a) |Sales Turnover, excluding (Rs. Crores)| 10 4,000.00 | 470000 | 420000 4,000.00 | 380000 3,600.00 | Audited Accounts
interest and other income |
b) [Gross Operating Margin Rate % age 15 10.02%| 17.00% 1050%| 10.03% G 85% ©.06% | Audited Accounts
¢} |Expenditure of J&K project (Rs. Crores)| 5§ 700.00 $00.00 800.00 700.00 600.00 500.00
including drawl ef advances
from Railways .
(i} | Profitabitity
a) |PAT / Net Warth | % age 5 8.03%| 10.65% 8.70% 9.03%| 8.29% 7.39% | Audited Accounts
b) |EBIT / Average Capital % age 5 20.12% 24.37% 21.80% 2012%) 18.42% 16.42% | Audited Accounts
Employed | |
{iii} | Costs and Qutput Effictency i I
] |
a) |PAT per Employee § (Rs. Lakhs}| 5 2143 26.42 23.15 2143 | 18.57 1732 | Audited Accounts
i
{iv) [Efficlency of Asset Use
a) |Average Callection Period of Mo ofdays | & 90 a0 a5 50 g5 100 | Audited Accounts
Trade Recevables (Debtors
Turnover Ratio}
(2) [DYNAMIC / NON-FINANCIAL PARAMETERS)
(i} |Sustainability ] |
a) |implementation of energy audit] Date 2 31.03.46| 310118 280218 31.03.16 - - Cerificate from |
plan for the Corporate Office ! concemed |
o | | Director |
(if) [Human Rescurce| 2 (As per Annexure-A) Certificate with |
Management ’ detalls signed by}
) Functonal Head |
{iii} |initiatives for Growth ! | |
a) |Additional business during the | Rs. Crores| 12 4600 6,000 5,000 | 4,600 3.885 | 3700 | Certificate with ‘
year {Total) detalls frem |
GMBD
b) |Securing new project in foreign| Rs. Crores | 3 1520 2COC§ 1800 1530 1290 1230} Copy of Letter of}
countries [inciuding (a) above]. | Award |
| |
{iv} Project Management &
Implementation .
a Projects for Cempletion 4 (As per Annexure-B1) [ Crient/ Third
e | Pafty Certificate
b Projects for achievement 1157 {As per Annexure-B2) | Chent/ Third
of milestone i - Farty Certificate
{v) |Productivity and Internal I
Processes . i
a) |Availability of Locomotives to % oftarget | 2 20 100 85 90 | 85 80 | Certificate from
the client in Malaysia as per availability ! cencerned
agreement - | Directer
b} |Review of Quality Management Date 1 28.02.18] 31.01.18 15.02.16] 28.02.16] 15.03.18 31.02.18| Certificete from
Plan, objectives, and its concemed
| measurement | Director
| (vi} |Techneciogy, Quality I
Innevative practices |
a) |Deveicpment of medular design for Date 2 28.02.16) 31.01.18 15.02.16] 28.02.15] 15.03.16 31.03.18| Certificate from
Girders steel / PSC for ROB / RUB! concemed
for varicus spans Director
b) |Design of ventlation system for| Date 2 28.02.16) 310118 15.02.186| 28.0216] 150318 31.03.18| Certificate from
fong raibway tunnel cancemed
Director
c) [Paper cn innovative systems| Date 2 28.02.16| 31.01.16 15.0216) 28.0218 15.03.718 31.03.16| Certificate from
{eg. Mcdular shuttering/pre-cast] 1 :oﬁr_\cemed
elements etc) for expediticus Director
construction of high-rise
buildings
{3} {SECTOR SPECIFIC PARAMETER /
ENTERPRISE SPECIFIC PARAMETERS
a) |Capital Expenditure /| Rs. Crores | 3 100 150 125 100 80 60 | Certficate from
Investment® o Finance with
| details of
| |___Investment
TOTAL | 100 | |
$  To be calculated by considering number of employees as 1536.
Equity / Shareholders loan to subsidiaries / JVs. Purchase of Plant & Machinery / other Fixed Assets, Purchase of Real Eslate / Land /
Expenditure on Real Estate Development, Buying stake in other companies.
Notes:
Break-up of Gross Cperating Margin for MoU 2015-18 is given as Annexure-'C’.
2 The Performance of financial parameters in the preceeding five years along with projections fer next twe years is given at Annexure-'D",
3 A self-declaration abaut targets / achievements of financial parameters being as per MolU Guideiines is given at Annexure-'E.
4 A self-declaration about about compliance of directives of Government and Regulators is given at Annexure-'F.

-3




REVISED MOU 2015-16
Part Ill

3. MODALITY FOR MONITORING THE MOU

The performance of the Company will be reviewed against the targets given

in this MOU once in six months by the Ministry of Railways and internal
monitoring by the Company on a quarterly basis.

{
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L P
(Mohan Tiwari) (R.K. Verma)
Chairman & Managing Director Secretary, Railway Board
ircon International Limited Ministry of Railways
New Delhi. New Delhi.
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REVISED MOU 2015-16

Working of Gross Operating Margin

Annexure -C

(¥ in Crores)

MOU Target for

Particulars
2015-16

Sales Turnover (Excl Other Income) * 4,000.00
Less:- Company share of turnover in Integrated Joint Ventures 116.49
Add:- Company share of profit / (loss) in Integrated Joint Ventures 10.00
Net Sales / Operating Income (A) 3,893.51
Less :-
Operating Expenses ** 3,289.32
Staff Cost (Operating) 171.53
Depreciation 31.49
Sub - Total (B) 3,492.34
Gross Operating Margin (A-B) 401.17
Less:-
Adminstrative & Other Exp. (incl Staff Cost) $9.30
Finance Cost 13.17
Prior Period ltems -
Add :-
Other Income 210.00
PBT 498.70

10.03%

Gross Operating Margin Rate

Includes Contract revenue; Loco lease rentals; Machinery hire charges; Share of turnover in

integreated joint ventures and other operating receipts

Includes Material & stores consumed; Work expenses; Increase/decrease in work in progress;
Design, drawing, business development and consultancy charges; Inspection, geo technical
investigation and survey exp.; Repairs & Maintenance of machinery, buildings & others; Hire
chargres of machinery; Rent - Non residential; Rates & taxes; Vehicle operation & maintenance;
Power, electricity & water chgs.; Insurance; Travelling & conveyance; Printing & stationery;
Postage, telephone and telex; Legal & professional charges; Security services; Business
promotion;, Bad debts and Bad advances written off, Miscellaneous operating expenses;

Provisions.
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REVISED MOU 2015-16

Annexure - E

Self Declaration

It is hereby certified that the targets and actual achievements in respect of
financial parameters have been worked out as per MoU Guidelines by adopting
the norms and definitions laid down in MoU Guidelines for the year 2015-16. In
case, any deviation is found at the time of appraisal of performance, DPE is
free to evaluate as per audited accounts as per MoU Guidelines. CPSE has no

right of claim in this regard.

iy
(Mohan Tiwari)
Chairman & Managing Director
Ircon International Limited
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REVISED MOU 2015-16

Annexure-F

Self Declaration for Compliance of Directives of
Government & Regulators

It is hereby certified that the CPSE has complied all the directives of
government and requirements of regulators. In case, any deviation is found at
the time of appraisal of performance, DPE is free to evaluate as per Guidelines,

directives issued by the government / regulators. CPSE has no right of claim in

this regard.

(Mohan Tiwari)
Chairman & Managing Director
Ircon International Limited

- 13-
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