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Opportunity Size and Growth Potential
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Opportunity Size and Growth Potential



What does company do

4% market share 3% market share 14% market share



Company’s Journey
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Company’s Journey



Rituraj Sinha’s Journey : JVs, Acquisitions and Business Ramp Up

2001 2002 2007 2011 2014 2018

• Graduated from 
Leeds Business 
School in 2001 

• Joined Halifax. 

• Came home in 
2002 driven by 
security industry

• Got Uday Singh’s 
company

• Highly bureaucratic
• Full of retired army officials
• Too young to be take seriously
• Profitable but messy cashflow

• Leveraged existing intangibles 
like training academy

• Built processes
• Decentralization of power

• Acquired 
Australian 
security company 
Chubb

• SIS – 23 Cr 
company

23 Cr 150 Cr

• IPO

• 1 lakh+ employee

• SXP share from 

10% to 51%

• Acquires Dusters and became 4th

largest facility management player

5800 Cr3000 Cr

• CX Partner makes 

biggest investment

• Acquires cash 

business of ISS SDB

• JV with Prsegur, 

Spain for cash mgmt

• JV with Terminix 

USA for pest control

1500 Cr



Financial Performance Overall



Relative Performance

• Gaining market share continuously

• Credit rating of some of largest player deteriorated

• Decentralized model with better reach in tier 2 & 3 cities



Financial Performance Security Management - India

• Rs 97000 Cr market by 2020 growing at 20% CAGR with 65-70% controlled by 

smaller non-compliant players

• Second largest player with 3.5% market share, growing above market rate

• Bundled Man-tech solutions

• Increasing hub locations from 7 to 9 for higher coverage

• Change in classification of security workers from unskilled to skilled under 

central government notification and new wage guidelines introduced



Financial Performance Security Management - Australia

• Won commonwealth games contract with 3 other players

• 20% attrition rate

• Acquired 41% additional stake in SXP

• 42 days of Days Sales Outstanding (DSO)

• Rs 150 Cr of free cash flow

• Through 41.% EBITDA share contributes to 76% of CFO with overall EBITDA/CFO ratio at 0.69 at 

consolidated level



Financial Performance Facility Management Services

• 69% revenue growth from Rs 397 Cr to Rs 671 Cr

• EBITDA share up from 6% to 11% YoY and  margins from 3.4% to 5.1%

• Overall market growing at 16%. Hard services – 40% share and out of soft services, cleaning services –

50% share followed by 20% share for pest control

• Acquired Dusters Total Solutions Services (DTSS) – Strong presence in Karnataka and Maharashtra. 

Upgrading to organizational technology layer

• Looking for opening up of B2G and Railway opportunities (India is yet to open up)

• Green concept helping integrated facility mgmt. and opportunities in hospital, pharma and FMCG

• Terminix SIS: Rs 2000 Cr market by 2020, 64% revenue growth (64% route and 35% site based)



Financial Performance Cash Logistics Services

• JV with Prosegur, global leader in cash based logistic services in 2011

• Acquired cash division of ISS-SDB in December 2014

• 2nd largest cash logistic company with 11% market share

• Prosegur provides tools for operations control (SCO, Genesis and ATM app) as well as the platform for 

Cash Deposit Machine (CDM) for operation and reporting

• Closed non-profitable contracts

• Muted growth, Short term challenges and should take sometime to revive

• 49% stake and hence adopted equity accounting for this method



Financial Performance FY19 vs 18

Security Australia

Security India
Facility Management

Cash Logistic



Financial Performance FY19 vs 18



Financials



Financials

• Invested capital has doubled in last 2 years on new 

acquisitions, will it lead to better profitability?

• Margins increasing YoY but will it go up?

• Given scope for margin improvement and growth 

opportunity in terms of market size, is 30 times 

valuations too high considering the cash profit 

discrepancy between Indian and Australian business

• Why return on capital numbers not matching?

• Why tax paid was lower in recent years?



Overall Financial Performance

• Share of losses from associate companies 
should come down slowly

• Interest cost should come down

• Share of high margin businesses is growing

• Economies of scale should help



Tailwinds/Strengths/Opportunities

• Australian business generating free cash flow of Rs 150 Cr

• Operating leverage possibilities in Indian security and higher margin facility management business

• Economies of scale possibility reflected in margin improvement

• Huge market size opportunities with high growth rate and unorganized to organized shift (PSARA act)

• Young and able promoter who is snatching market share from competition

• Increasing role of technology and service layer

• Ability to form JV with some of best international players

• Some of competitors not doing well 

(https://www.icra.in/Rationale/GetRationaleFile/63102~Tops%20Security%20%20-R-06102017.pdf)

https://www.icra.in/Rationale/GetRationaleFile/63102~Tops%20Security%20%20-R-06102017.pdf


Headwinds/Risk/Weaknesses
• Low margin and low barrier to entry business

• Indian security business on a revenue of Rs 2144 Cr has made hardly 15 Cr cash profit and Rs 65 Cr accounting profit. So, basically, 
most of cash profit is coming from Australian security business or facility management business. So, Is Indian security business worth 
consideration despite of all growth projections? Also, loss making subsidiaries

• Auditors have not audited foreign subsidiaries which includes Australian business which is a major cash profit contributor

• Provisions as a % of PAT seems very high, getting rid of unviable contracts

• Bulk of balance sheet asset is goodwill acquired from multiple acquisitions

• Company has historically used debt as a vehicle for acquisition

• Not sure if company has adequately hedged the loans it has taken from Australian sources

• Possibility for recession in Australia

• Operational, reputational and political risk

• RBI regulations on cash logistics business will lead to higher cost on security related expenses and hence may not give adequate
profitability. Also ATM installations stagnant and pricing pressure increasing

• Aggressive acquisition history

• High attrition industry and company’s attrition is 20%

• Litigations related to labor laws (Rs 20 Cr quantitative impact)

• Regulatory wage hike

• Dependence on JVs and partners to grow

Business Purpose Bottomline

SIS Terminix Pest Control (Rs 4 Cr)

Tech SIS Security (Rs 1.7 Cr)

SIS Cash Cash Logistics (Rs 13 Cr)

SIS Prosegur Cash logistics (Rs 8 Cr)



Valuations – Edelweiss Rationale

Price is 20% down from here

• For global staffing companies, the average one‐year forward 
PE is 15.5x, while EPS CAGR stands at only 9% (PEG of 2.1x). 

• In this context, considering that TeamLease and Quess are 
estimated to clock 24‐31% EPS CAGR, their PE multiples of 
33‐35x (PEG of 1.1‐1.4x) are not expensive, in our view. 

• Also, RoEs of Indian and global companies are similar and 
hence the high growth in India justifies our implied target 
multiples.



Questions & To do list

Questions:

• Indian security business on a revenue of Rs 2144 Cr has made hardly 15 Cr cash profit and Rs 65 Cr accounting profit. So, basically, most 

of cash profit is coming from Australian security business or facility management business. So, Is Indian security business worth 

consideration despite of all growth projections? Why Indian security working at <1% cash profit which means very poor return on capital? 

• Status of loss making subsidiaries

• Auditors have not audited foreign subsidiaries which includes Australian business which is a major cash profit contributor

• Provisions as a % of PAT seems very high, getting rid of unviable contracts

• Fixed cost of branch and hub opening (capex fixed + fixed nature in opex)

• Optimum revenue limit at branch range

• Bulk of balance sheet asset is goodwill acquired from multiple acquisitions

• Company has historically used debt as a vehicle for acquisition

• Not sure if company has adequately hedged the loans it has taken from Australian sources

• Employee count different, ROCE difference

To do list:

• Study other companies in similar business : Teamlease, Quess Corp, Apollo Sindoori, Karya Facilities, ANI Integrated Facilities

• Study JV partners how they have done in respective countries

• Study world leaders like Sodexo, Compass Group



Summary from Additional Reading on Industry
• In India, it is a high growing industry (15-20% CAGR) which is still highly non-complaint and unorganized

• Very less entry barrier and very less margins

• Relatively, facility management area seems to be a better area and has higher margins and return on capital (Faber 

Sindoori, a JV between Apollo Sindoori and Faber in the area of bio medical family management works on ~10% PAT 

margin growing at 20%+ rate at revenue scale of Rs 200 Cr)

• Catering management is another emerging industry ($B dollar businesses in developed nations like Sodexo, Compass 

group) with better financial ratios slowly picking up in India

• Security management is a low margin business where market leaders are trying to add technology services layer over 

pureplay manpower. Economies of scale might lead to margin gains

• Formalization of economy, compliance, PSARA act etc. might give additional benefit to organized players

• Compliant players are gaining market share. Government (specially Railways) could be a big opportunity



Overall Summary
Security & Intelligent Services India Limited



If The Story flows well

Huge Market Size 
Opportunity

•Market growing in high teens and can 

grow at 2x GDP

•Company will grow at higher than market 

rate (~20%)

•Huge unorganized opportunity with no 1 

player in single digit share

•Top players not doing well as per credit 

rating reports and hence benefit to be 

passed on (G4S, Checkmate)

•Ability to acquire companies and grow

•Ability to form JVs with best and grow

Margin and ROCE 
Improvement

•Economies of scale will kick in

• Investment in hub centers, 

technology and training could 

provide operating leverage and 

margin improvement

•Getting rid of debt can lead to 

major margin improvement

•Technology (Mantek) and facility 

mgmt. business will slowly 

become bigger and add to 

margins

Powered by a management who has scaled it up well for last 15 years aggressively snatching market share, expanding 
into similar businesses, acquiring companies and making them profitable

Build sustainable 
economies of scale

•Quality service at lowest cost

•Weaker players will lose and keep 

getting out

•Consolidation to few players

•As per credit rating report, some 

of top rank players are already in 

bad shape which should help to 

consolidate market share

Wealth 
Creation



Loop holes in the story

Huge Market Size 
Opportunity

•What if labor cost keeps going up 

and automation/robotics/drones 

becomes necessity and technology 

disrupts man power business 

(Typical jobs will be replaced)

Margin and ROCE 
Improvement

•What if regulations for employee 

salary never allow margins to grow

•What if labor union problems crop up?

•What if Indian business where 

Australian cashflow is being deployed 

never reached expected profitability?

•Provisions as a % of PAT seem high, 

what if it destroys value?

•How to value so much of intangible 

assets on balance sheet?

•Subsidiaries outside India have not 

been audited by auditors. How to 

build trust?

Management

•What if Panama paper issue leads 

to some real surprise

•What if promoters political 

ambitions spoil the show (some of 

latest youtube videos show his 

willingness to support father’s 

interest)

•What if acquisition and debt 

strategy goes wrong considering a 

low margin business

•Reputation risk (G4S went through 

case where employee was 

involved in one of US worst mass 

shooting)

Wealth 
Destruction



Combining the two

Huge Market Size 
Opportunity

Leadership Position
Supportive Financial 

Economics
Management Quality

• Industry can grow at 1.5–2.5x GSP

•More than 70% still unorganized

• Industry can grow 15% for 10 yrs

•Government still to contribute

•Robotics, Drones and automation 
can replace manpower

•Automation in other industries -> 
Job cuts -> Less Infra -> Low 
growth

STRONGLY POSTIVE BUT NEED TO 
TRACK DISRUPTION

•Company in top 3 in most SBUs

•Taking market share away from 
leader in security and still in 
single digit with scope to grow

•Jumped market share position in 
other verticals within few years

•Economies of scale looks the way

• Inorganic route of growth can 
backfire

STRONGLY POSTIVE

•Company in top 3 in most SBUs

•Taking market share away from 
leader in security business

•Jumped market share position in 
other verticals within few years

•Still market share in single digit 
with lot of scope to grow

•ROCE profitability of Indian 
business in question
•Very low margin business with no 
pricing power
•Can economies of scale lead 
better margin & sustainable ROCI

•Ritutraj scaled from Rs 25 Cr to 
6000+ Cr in 16 years

•Promoter salary in permissible 
range
•Some of acquisitions have worked 
well

•Family in Panama paper scam

•Rituraj is politically active with 

father (check youtube videos)

•Looks too much excited about 

M&A and can backfire

•Subsidiaries in doubtful nations

RISK ITEMS RAISE CONCERN & 
UNCERTAINTY

DIFFICULT IN ENVISAGE LONG 
TERM STABLE MARGIN & ROCE



Justifying one against other

Huge Market Size 
Opportunity

Financial Economics 
and Economies of 

Scale

Management

• Even in developed regions like Europe expect manned security services market to grow at CAGR of 
7.36% for next 2-3 years, then, it means disruption for countries like India is still many years away

• Seeing growth rate of no 1 players, its leverage and underperformance of some of top players (G4S), this 
should only help SIS. Other players like Checkmate, Tops also not doing well. When most of top 5 
players not doing well and SIS growing much faster, this should only benefit

Not sure how to take call on Panama paper news and its implications considering company has multiple 
subsidiaries and few of them located in dubious locations like Virgin Islands (related to AML and frauds) and 
also unaudited

• Considering other players struggling to make decent profit and under high leverage in security business, 
should help SIS to gain bargain power in low margin, low barrier to entry commodity service industry

• Hub and spoke model should lead to some operating leverage
• Facility management and technology should lead to margin improvement
• Reduction in debt can significantly improvement PAT margins (~40% jump)
• Regulatory impact on employee expenses is something which need to be watched closely
• Can India reach same revenue per unit employee cost as Australia of Rs 1.28 Cr? In fact, that is where 

India operated in 2012 and from Rs 1.28 Cr, it went to Rs 1.10 Cr where from 2012 to 2016, employee 
cost growth was higher than revenue growth leading to margin contraction and now again, from last 2 
years, revenue growth is higher than employee growth. What led to this fall from Rs 1.28 Cr  to Rs 1.1 Cr 
and why it is increasing now? This is most important as per unit employee cost lift in revenue had >3x lift 
in OP in Australia and more than 7x lift in OP in India

High confidence Level Low confidence Level



How should I Answer the following
• What is the optimum topline and PAT each hub location can generate?

• When automation/robotics/drones can become a threat to business model?

• How to take a call on promoter integrity?

• How to build confidence that acquisition was not a one time wonder and risks would be calculated one?

• How to build confidence over unaudited subsidiaries?

• Is there a way to find what could be long term sustainable margins?

• How to valuate loss making subsidiaries?

• How to build trust over balance sheet with so much intangible assets (G4S also has bulk of assets in intangibles, is it 
an industry trend)?



Resources
Business and Financials

Competition (Why competition is in bad shape)

Management – Panama Paper, Political Inclinations
• https://www.youtube.com/watch?v=wevwxGbUcEw
• https://www.youtube.com/watch?v=v_R8sc4VKN0
• https://www.youtube.com/watch?v=pDiHQQkg-Fo

Management Interview
• https://www.youtube.com/watch?v=vNw938ulwOA
• https://www.youtube.com/watch?v=BV6wUrMiF9M
• https://www.youtube.com/watch?v=VfdDEdW8QwI

• https://www.crisil.com/mnt/winshare/Ratings/RatingList/RatingDocs/Checkmate_Facility_and_Electronic_Solutions_Private_Limited_
November_01_2018_RR.html

• https://www.crisil.com/mnt/winshare/Ratings/RatingList/RatingDocs/Checkmate_Services_Private_Limited_May_29_2018_RR.html
• https://www.icra.in/Rationale/GetRationaleFile/63102~Tops%20Security%20%20-R-06102017.pdf
• http://tools.morningstar.co.uk/uk/stockreport/default.aspx?tab=10&vw=kr&SecurityToken=0P00007ODS%5D3%5D0%5DE0WWE%24

%24ALL&Id=0P00007ODS&ClientFund=0&CurrencyId=BAS
• https://www.moneycontrol.com/news/business/companies/sis-may-topple-multinational-g4s-to-become-indias-biggest-security-

solutions-provider-by-next-fiscal-2518675.html
• https://www.g4s.com/-/media/g4s/corporate/files/investor-relations/2017/prelim2017fullyearresults08032018.ashx
• https://www.ft.com/content/650e6264-9b9a-11e8-9702-5946bae86e6d
• https://en.wikipedia.org/wiki/G4S

• Company DHRP Filing
• Company Annual Reports
• Con call Transcript
• Ace Equity Financial Database

https://www.youtube.com/watch?v=wevwxGbUcEw
https://www.youtube.com/watch?v=v_R8sc4VKN0
https://www.youtube.com/watch?v=pDiHQQkg-Fo
https://www.youtube.com/watch?v=vNw938ulwOA
https://www.youtube.com/watch?v=vNw938ulwOA
https://www.youtube.com/watch?v=BV6wUrMiF9M
https://www.youtube.com/watch?v=VfdDEdW8QwI
https://www.crisil.com/mnt/winshare/Ratings/RatingList/RatingDocs/Checkmate_Facility_and_Electronic_Solutions_Private_Limited_November_01_2018_RR.html
https://www.crisil.com/mnt/winshare/Ratings/RatingList/RatingDocs/Checkmate_Services_Private_Limited_May_29_2018_RR.html
https://www.icra.in/Rationale/GetRationaleFile/63102~Tops%20Security%20%20-R-06102017.pdf
http://tools.morningstar.co.uk/uk/stockreport/default.aspx?tab=10&vw=kr&SecurityToken=0P00007ODS%5D3%5D0%5DE0WWE%24%24ALL&Id=0P00007ODS&ClientFund=0&CurrencyId=BAS
https://www.moneycontrol.com/news/business/companies/sis-may-topple-multinational-g4s-to-become-indias-biggest-security-solutions-provider-by-next-fiscal-2518675.html
https://www.g4s.com/-/media/g4s/corporate/files/investor-relations/2017/prelim2017fullyearresults08032018.ashx
https://www.ft.com/content/650e6264-9b9a-11e8-9702-5946bae86e6d
https://en.wikipedia.org/wiki/G4S


Back Up



Company’s Journey



Service Offering
S
e
c
u
ri
ty
 S

e
rv
ic
e
s • Security guards/ officers Armed 

guards

• Firemen Maritime security

• Fire suppression Perimeter 
protection

• Command and control centre
Access control/entry automation

• Closed-circuit television (CCTV)

• Intrusion detection Fire detection

• Closed-circuit television (CCTV)

• Access control/entry automation

• Entry automation solutions

• Fire detection Public address 
systems

F
a
c
ili
ty
 M

a
n
a
g
e
m
e
n
t • Mechanical and electrical 

maintenance

• Plumbing services

• Asset management strategies

• Preventive maintenance 
services

• Short-term repairs

• Heating, ventilation and  air-
conditioning

• Cleaning and housekeeping

• Catering

• Pest control

•Office support

• Guest house or service 
apartment management

C
a
sh
 M

a
n
a
g
e
m
e
n
t

• Safe keeping and  vault-
related services

• ATM related services

• Cash in transit

• Doorstep banking

• Cash pick-up and delivery

•On-site and off-site cashiers

• Bullion transportation



IPO Usage



Compensation and Dividend



Other Information

• 600 Cr loan line open from Australian banks

• CFO/EBITDA = 69%

• Acquisitions will be fewer but bigger to fill geographical gaps or capability enhancement

• CFO generated from Indian business is only Rs 75 Cr

• Rs 220 Cr on Rs 1092 Cr capital employed but India contributes only 75 Cr, what is capital employed for India and ROCE? 

Specially considering Australian share of EBITDA is 48% but CFO IS 66%?

• ‘Man Tech’ services is adding human+technology, the solution aspect of security

• 2nd largest security provider , still, 3.5% market share

• What are hard and soft services in facility management?

• Attrition down from 50% to 20%

• Some of top players not doing well as per credit rating report and SIS snatching market share

• Security SBU contributed 90% in 2016 but every year its share falling by 2%

• Revenue from Australia security is 57% and is falling by 4% every year

• Graduate Trainee Officer (GTO) – 6 month training

• 19 training institutes with 25000 capacity

• Revenue from Australia security is 57% and is falling by 4% every year



Shareholding Pattern

Entity Mar’17 Mar’18

Promoter 76.91% 75.48%

MF 4.65%

FPI 5.77%

Overseas non-institutional 
corporate bodies

15.2% 4.65%

Indian non-institutional corporate 
bodies

1.3%

Foreign Nationals 4.21 3.95

Relatives of PAC .89 .84

Individual Shareholders 2.5%

Entity Mar’17 Mar’18

Theano Pvt. Ltd. 76.91% 75.48%

MF 4.65%

FPI 5.77%

Overseas non-institutional 
corporate bodies

15.2% 4.65%

Indian non-institutional corporate 
bodies

1.3%

Foreign Nationals 4.21 3.95

Relatives of PAC .89 .84

Individual Shareholders 2.5%


