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—= IPO Note Rs. 279-294 SUBSCRIBE
Conserving water resources for future requirement...SUBSCRIBE
Type of Issue Issue size Rs. Mn g q
Fresh Issue 2,205 Company Overview:
Offer for sale =
Total 2,205 | ¢ Incorporated in 2016, Denta Water and Infra Solutions Ltd is engaged in the field of engineering, procurement,
Post issue mkt cap* 7,850 and construction (“EPC”) services pertaining to ground water recharging, lift irrigation, infrastructure for supply-
Lot size 50 shares . .. . e . “« . e
ing drinking water to various habitations under “Jal Jeevan Mission”.
*At Upper Price Band
Issue Break-Up e The scope of its services typically includes design, engineering and installation of the projects, procurement of
;T;e"’aﬁ“ for %"Sfo';sue raw materials, on-site execution with overall project management up until the commissioning of projects. Post
NIl 35%‘1 commissioning, it also provides operations and maintenance services for the projects for a period of time
Retail 15% (typically, ranging from three to five years).
Total 100% . - -
indicative Offer Timeline T——— o The company is awarded contracts through transparent competitive bidding process undertaken by the state
Bid/Offer Opening Date 22 Jan, 2025 and central governments. Further, it also undertake contracts as sub-contractors from various private parties.
Bid/Offer Closing Date 24 Jan, 2025 .
Finalization of the Basis of Allotment 27 Jan, 2025 | ® As on November 30, 2024, the company have completed 32 water management infrastructure development
Credit of shares 28 Jan, 2025 projects and have 17 ongoing projects aggregating contract value of Rs 11,004.36mn. Of these, Rs 7,524.51mn
Listing Date 29 Jan, 2025 remains outstanding (order book). Its water management projects are concentrated in the state of Karnataka.
Use of P d Rs. M . D - . . . .
5¢ 0 roceecs Whsll . The infrastructure for water management project includes designing of project, construction and installation of
Working capital requirement 1,500 jackwells including pump houses, laying of pipeline, electro-mechanic works, installation of pumps and installa-
General Corporate Purpose tion of drinking water treatment plant.
¢ It operates on an asset-light business model while purchasing equipment which are critical to construction activi-

Manager SMC Capitals

Registrar Integrated Registry Management Services ties of the projects undertaken. The company assign a part of the work to the sub-contractor.

Valuation and Outlook: At an upper price band of Rs 294, Denta Water and Infra Solutions is valued at an annual-
ized FY25 PE of 16.2x vs listed peer’s average valuation of 30-35x for FY25. Over FY22-24, the company recorded
Rev/EBITDA/PAT CAGR of 41.3%/23.6%/24.8%. In India, Water and Wastewater Treatment market is expected to
grow at a CAGR of 6.2% by 2033 led by CAGR of 6.24% in southern India. The company derives over 87% of its reve-
nue from water management while rest are derived from irrigation, Roads and Miscellaneous segment. Its asset
light model for purchase of equipment helps it sustain healthy asset turnover and maintain decent profitability.

Onkar Kelji Kartikey Kashyape Company attracts a healthy EBITDA margin of 33-43% which is one of the highest in the industry. As is the case with
Research Analyst Research Associate EPC companies, second half of financial year are strong for these companies. We thereby assign “Subscribe” rating
onkark(@jindsec.co.in kartikevk @indsec.co.in to the IPO.

+91 22 61146103 +91 22 61146111

Source: RHP JANUARY 20, 2025

Indsec Research is also available on www.indsec.com and Bloomberg RESP_ISFL <GO>, Thomson Reuters, Factset and Bluematrix p I
age


http://indsec.com/index
mailto:kartikeyk@indsec.co.in
mailto:kartikeyk@indsec.co.in
mailto:onkark@indsec.co.in

L)
o~ —

== INDSEC

—_——
Denta Water Infra and Solutions Ltd.
Holding (%) Issue Structure (Rs. Mn) Floor Cap
Shareholding Pattern
Pre Issue Post Issue* Net Offer 2,093 2,205
Promoters & Promoter Group 100.0 71.9 QIB Portion (50% of Offer) 1,046 1,103
Others/Public 0.0 28.1 Non Institutional portion (15% of Offer) 314 331
Total 100.0 100.0 Retail portion (35% of Offer) 732 772
* At upper price band
Key Financial Summary (Rs. Mn) FY22 FY23 FY24 CAGR H1FY25
v ¥ (RS- (FY22-24)
Revenue 1,196 1,743 2,386 41.3% 978
EBITDA 518 670 791 23.6% 328
EBITDA margin (%) 43.3% 38.4% 33.2% - 33.5%
Adj. PAT 383 501 597 24.8% 242
Adj. PAT margin (%) 32.1% 28.7% 25.0% - 24.7%
EPS (Adj for issue) 14.4 18.8 22.4 24.8% 9.1

Source: RHP
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Denta Water Infra and Solutions Ltd.

Financials vs Peers

FY22-24 FY24 FY25*
Market Cap - R EV/EBITDA PE
evenue evenue
Rs Mn
( ) cAGR |EBITDA CAGR PAT CAGR (Rs Mn) ﬂ ROCE (%)

Denta Water and Infra Solutions Limited 7,850 41.3% 75.3% 75.2% 2,386 ‘ 36.4% ‘ 36.1% 13.1
Llsted Peers
VA Tech Wabag Limtied 94,741 -2.1% 25.1% 36.3% 28,564 14.0% | 17.0% 11.6 33.7
EMS Limited 47,229 48.4% 34.4% 37.7% 7,933 19.1% | 23.9% 134 24.2
Average 12.5 29.0
*Annualized
Key Risks:

o High dependence on govt. projects: Contribution to revenue from government projects has increased from 23.8% in FY22 to 63.4% in FY24. This increasing
dependence, particularly on Government of Karnataka could affect revenues from operations if there are any changes in policies, budgetary allocation, change
in the government or unfavorable terms and conditions.

¢ KMP attrition: The company is witnessing high Key Managerial Person attrition. Two CFOs and one director resigned in last one year. Failure to retain KMP

including directors could result in decreasing efficiency. Furthermore, the company might be required to increase compensation to the employees thereby
straining the financials.

o Joint ventures: The company is required to enter joint ventures to bid for some of the projects (especially larger size). Failure on the part of partner might lead
to cost escalation, and assuming of complete responsibility of the project.

e Revenue from Top 1 customer: In FY24, the company derived 32.0% of its revenue from the top customer. Failure to retain the customers and/or execute
orders in favorable conditions could result in financial loses.

e Termination/Cancellation of order could affect revenue: Revenue has improved sharply at 41.3% CAGR from Rs 1,196mn in FY22 to Rs 2,386mn in FY24. Reve-

nue growth has been backed by solid order book of Rs 7.7bn. As per company, any cancellation, termination, or suspension at the discretion of the client at any
stage of the contract could impact its revenues.

¢ Any delay in completion could lead to invoking of Bank guarantees: The company’s projects are subject to specific completion schedule requirements. The
company also provides bank guarantees to its clients which may be invoked if the company is unable to complete projects within a specified time frame and
such guarantees may be extended owing to any change in such timelines.

o Dependency on water/irrigation with high competition: The company derived more than 90% of its FY24 sales from water management projects. Also, all its
projects are won by winning tender based bids which is highly competitive in nature.

Source: RHP Page 3
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Denta Water Infra and Solutions Ltd. —

Strengths:

= In-house expertise in designing and engineering of water management infrastructure projects: The company’s in-house design and engineering team has
necessary skills and expertise in designing capabilities for geographical complexities and critical aspects of the projects such as identification of potential
ground water recharging sites, hydraulic flow calculations, drainage laying design, process flow diagram, hydraulic flow diagram, and water balance. This di-
verse capability enables them to offer tailor-made solutions of each and every client. It also enables them to correctly bid with project specifications and deliv-
er projects in accordance with the requirements of clients.

= Strong order book: As on November 30, 2024, 17 projects are ongoing, and the order book value stands at Rs 7,524.51mn. The unexecuted orders offer reve-
nue visibility of over 2 years. In general, the average execution period for Ground Water Recharge (GWR) projects varies from 24-36months. The company is
currently focusing on the state of Karnataka and accordingly all its projects are concentrated in Karnataka. The company’s proven execution capabilities in ex-
ecuting GWR projects is expected to lead to new order wins and growth.

= Asset-light business model: The company has adopted an asset-light business model while purchasing equipment which are critical to construction activities
of the projects undertaken by the company. The focus is on development management and joint development agreements or joint ventures, which requires
lower upfront capital expenditure compared to direct approach. Its asset light business model allows them to keep capital requirement low and in turn help
them by reducing maintenance costs of equipment. It typically assigns a part of the work to the sub-contractors who provide them with manpower along with
the equipment support.

= Execution capabilities: Timely completion of the secured projects is essential for the company operating in EPC industry. This mitigates the risk of cost escala-
tion (eg liquidated damages etc) and improves credibility and technical competency which further increases the probability of qualifying for future bids. The
company’s in-house design and engineering team, skilled manpower and track record of past completed projects add to its strength.

Source: RHP Page 4
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Denta Water Infra and Solutions Ltd.

Strategies:

= Leverage core competencies in execution of water management projects: The company continues to maintain and strengthen its position in implementation
of GWR Projects. It will continue to focus on construction of existing projects while seeking opportunities to expand its portfolio of GWR Projects. As on Octo-
ber 31, 2023, it has completed 16 GWR projects and presently executing 19 ongoing GWR projects. The company intends to draw on the experience, market
position and ability to execute and manage multiple projects across various geographies, to further grow its portfolio of water management projects. Projects
over the years have grown in size and complexity, and the company intends to concentrate its efforts on contracts of higher values and increased complexity.
Additionally, to support its expansion goals, it plans to make investments in advanced technologies.

= Expanding geographical areas of operations: The company aims to increase geographical diversification of its projects and reduce reliance on particular state,
and this will allow them to capitalise on opportunities in water management field, especially in GWR projects. The company is confident that its strategy of
concentrating on growing both its current markets and entering new ones with significant growth potential will allow them to target growth opportunities,
broaden their revenue base, and lower the risk of unstable market conditions and price fluctuations brought on by the concentration of resources in a specific
geographic area. It intends to expand into other geographies such as Gujarat, Madhya Pradesh, Maharashtra and Uttar Pradesh to unearth additional oppor-
tunities beyond the confines of Karnataka.

= Pursue other segments within infrastructure development space: The infrastructure development will be a major driver for growth of the Indian industry in
near term due to increasing levels of focus by the Government and increased investment in infrastructure in India. While the company continues to focus on
water management projects as part of its growth strategy, its intends to diversify into and will continue to bid for projects related to the railways and high-
ways. As on June 30, 2023, the company has executed various projects in the State of Karnataka. It currently has projects worth Rs. 75.40mn, which includes
railways and highways. Currently, the Company is in the process of executing 3 projects in road construction segment on direct/ sub-contract basis for im-
provement to existing road and construction of new CC road.

= Expansion into other geographies for reuse of discharge water: Water reuse and recycling has become increasingly important strategies in India due to the
growing water scarcity and pollution challenges faced by the country. Several initiatives and practices have been implemented to address these issues and
promote sustainable water management. Industries are encouraged to implement water recycling and reuse practices to minimize their impact on freshwater
sources. Many industries, such as textile, paper, and chemical, have adopted technologies to treat and reuse their wastewater for production processes.
Many cities in India have established wastewater treatment plants to treat and recycle domestic and industrial wastewater. These plants use various treat-
ment processes to remove pollutants and pathogens from wastewater before releasing it into water bodies or reusing it for non-potable purposes such as irri-
gation and industrial processes.

Source: RHP Page §



d_

INDSEC

W

Denta Water Infra and Solutions Ltd.

Order Book Characteristics

Order Book H1FY25
(Rs. In Mn.) Order Amount Order Amount Order Amount Order Amount
: : Received Realized Received Realized Received Realized Received Realized

Water Management 2,005 884 7,965 1,421 40 1,929 2,078 339
Railways 0 0 0 0 190 2 96 13
Road 0 0 123 24 0 36 0 257
Irrigation 53 42 0 12 0 0 0 0
Total 2,058 927 8,088 1,456 229 1,967 2,174 609

Contract Value of Order Book as on 30" November, 2024

Proiect Seement No. of Projects Contract Value*
J © (#) (Rs. in Mn.)

Road 1 59
Water Management 11 10,668
Railways 5 278
Total 17 11,004

*Excluding Taxes

Source: RHP Page 6
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Revenue from Operations (Rs. Mn)

Gross Profit (Rs. Mn) & Gross Profit Margin (%)
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Source: RHP Page 7
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Sources of Groundwater Recharge in India

India Water And Wastewater Treatment Market ($ in Bn.)
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INDSEC Rating Distribution

BUY : Expected total return of over 15% within the next 12-18 months.
HOLD : Expected total return between 0% to 15% within the next 12-18 months.
SELL : Expected total return is negative within the next 12-18 months.

NEUTRAL: No investment opinion, stock under review.

DISCLOSURE

DISCLOSURE
BUSINESS ACTIVITIES:

Indsec Securities and Finance Limited (ISFL) is a corporate member of BSE (Equity, WDM segment), of NSEIL (Equity, WDM, Futures & Options and Currency Derivative segments) and has also secured membership of the MSEI Exchange (Currency
Derivative Segment) vide registration No. INZ000236731. ISFL is an AMFI Registered Mutual Fund Advisor (MRMFA) vide Registration Number 9194. ISFL is also a Depository Participant of the National Securities Depository Limited (NSDL) and a
SEBI registered Portfolio Manager. With this setup ISFL is in a position to offer all types of services in the securities industry.

Since inception company’s focus has been on research. In view of its research capabilities ISFL focused mainly on institutional business and is today empaneled with most of the local financial institutions, insurance companies, banks and mutual
funds. ISFL has grown from being a medium size broking outfit to become one of the largest capitalized Indian broking company offering the complete range of broking services.

ISFL was incorporated on 28th July 1993 and doesn’t have any associates/ subsidiaries. ISFL is a registered Portfolio Manager under SEBI (Portfolio Managers) Regulations, 1993 vide registration No. INPO00001892.
Registration granted by SEBI and certification from NISM in no way guarantee the performance of the intermediary or provide any assurance of returns to investors.
DISCIPLINARY HISTORY:

(] No material penalties / directions have been issued by the SEBI under the securities laws, SEBI Act or Rules or Regulations made there under
®  No penalties have been imposed for any economic offence by any authority.
(] No material deficiencies in the systems and operations of the Company have been observed by any regulatory agency.

®  There are no pending material litigations or legal proceedings, findings of inspections or investigations for which action has been taken or initiated by any regulatory authority against the Company or its Directors, principal officers or em-
ployees or any person directly or indirectly connected with the Company.

DECLARATION:

(] ISFL/Research Analysts or their associates or their relatives do not have any financial interest in the subject company (ies);

. ISFL/Research Analysts or their associates or their relatives do not have actual or beneficial ownership of 1 % or more in the subject company (ies);

(] Directors may have actual or beneficial ownership of 1 % or more in the subject company (ies);

(] ISFL/Research Analysts or their associates or their relatives do not have any material conflict of interest in the subject company(ies) at the time of publication of this document;

(] ISFL has not received any compensation from the subject company (ies) in the past twelve months;

(] ISFL has not managed or co-managed public offering of securities for the subject company (ies) in the past twelve months;

(] ISFL has not received any compensation for investment banking or merchant banking or brokerage services or any other service from the subject company (ies) in the past twelve months;
(] ISFL has not received any compensation or other benefits from the subject company (ies) or third party in connection with this document;

(] None of the research analysts have served as an officer, director or employee of the subject company (ies);

(] ISFL has not been engaged in the market making activity for the subject company (ies);
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DISCLOSURE

GENERAL TERMS AND CONDITION/ DISCLAIMERS:

This document has been issued by ISFL and is for informational purposes only and is not intended as an offer or solicitation for the purchase or sale of security.

This document has been prepared and issued on the basis of publicly available information, internally developed data and other sources believed to be reliable. However, we do not guarantee its accuracy and the information may be incomplete
and condensed. Note however that, we have taken meticulous care to ensure that the facts stated are accurate and opinions given are fair and reasonable, neither the analyst nor any other employee of our company is in any way responsible for
its contents. The Company’s research department has received assistance from the subject company (ies) referred to in this document including, but not limited to, discussions with management of the subject company (ies). All opinions, projec-
tions and estimates constitute the judgment of the author as of the date of this document and these, including any other information contained in this document, are subject to change without notice. Prices and availability of financial instru-
ments also are subject to change without notice. While we would endeavor to update the information herein on reasonable basis, we are under no obligation to update or keep the information current. Also, there may be regulatory, compli-
ance, or other reasons that may prevent us from doing so.

Securities recommended in this document are subject to investment risks, including the possible loss of the principal amount invested. Any decision to purchase/sale securities mentioned in this document must take into account existing public
information on such security or any registered prospectus. The appropriateness of a particular investment, decision or strategy will depend on an investor's individual circumstances and objectives. The securities, instruments, or strategies dis-
cussed in this document may not be suitable for all investors, and certain investors may not be eligible to purchase or participate in some or all of them. Each recipient of this document should make such investigations as it deems necessary to
arrive at an independent evaluation of an investment in the securities of companies referred to in this document (including the merits and risks involved).

This document is not directed or intended for distribution to, or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction, where such distribution, publication, availability or use
would be contrary to law, regulation or which would subject the company to any registration or licensing requirement within such jurisdiction. Further, this document is not directed or intended for distribution to the US taxpayers covered under
US Foreign Account Tax Compliance Act (FATCA) provisions. The securities described herein may or may not be eligible for sale in all jurisdictions or to certain category of investors. Persons in whose possession this document may come are
required to inform themselves of and to observe such restriction

This is just a suggestion and the company will not be responsible for any profit or loss arising out of the decision taken by the reader of this document. Any comments or statements made herein are those of the analyst and do not necessarily
reflect those of the company. No matter contained in this document may be reproduced or copied without the consent of the company. Any unauthorized use, duplication, redistribution or disclosure is prohibited by law and will result in prose-

cution. The information contained in this document is intended solely for the recipient and may not be further distributed by the recipient. The Company accepts no liability whatsoever for the actions of third parties.

The research analyst(s) of this document certifies that all of the views expressed in this document accurately reflect their personal views about those issuer(s) or securities. Analyst’s holding in the stocks mentioned in the Report:-NIL
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