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Industrial demand for wastewater treatment to drive growth; SUBSCRIBE
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Type of Issue Issue size Rs. Mn
Fresh Issue 1,750
Offer for sale 3,253
Total 5,003
Post issue mkt cap* 14,508
Lot size 21 shares

Concord Enviro Systems Limited Price Band Recommend

IPO Note Rs. 665-701 SUBSCRIBE

Company Overview:

e Concord Enviro Systems is engaged in the business of industrial water and wastewater treatment along with
providing zero liquid discharge (ZLD) solutions.
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Motilal Oswal Investment Advisors,

o As of Fiscal 2024, the company was among the top six largest companies in Indian industrial water recycle and

*At Upper Price Band . .
Issue Break-Up reuse systems in terms of revenue, with a market share of 14.50%.

¢ They have in-house capabilities for designing, manufacturing, installation and commissioning, O&M, and loT
technology for industrial water and wastewater treatment plants. The company has 4 patents and has filed for
additional 9 patents.

e The company also provides integrated solutions which includes custom designs, anaerobic digestors, membrane

Indicative Offer Timeline Indicative Date bio-reactors, sewage treatment plants, ultra-filtration, nano-filtration, reverse osmosis, desalination systems and

waste heat eva porators.

e As of 31st August 2024, the company’s order book stood at Rs. 5,017mn of which 74.5% comprises system and
plant orders and 25.5% comprises O&M services.

¢ Concord operates with two manufacturing plants, one each in Vasai (India) and Sharjah (UAE) catering to cus-

tomers across the globe.

o As of 31st August 2024, they have serviced 289 domestic and 21 international customers across various indus-
tries like pharmaceuticals, defense, chemical, food and beverage, energy, automotive, steel and textiles.

Valuation and Outlook: At an upper price band of Rs 701, Concord Enviro is valued at an EV/EBITDA of 22.3x on

FY24 basis, which is in line with the average valuation of 23.7x of peers. The company specializes in offering water
and wastewater treatment, and ZLD solutions to industrial clients. They cater to diverse base of 289 domestic and
21 international clients providing solution across sector and geographies. Over FY22-24, the company reported Rev/
EBITDA/APAT CAGR of 22.8%/13.6%/58.6% respectively. As of 31st Aug, 24, their order backlog was worth Rs
5,018mn offering revenue visibility of ~12 months on FY24 revenue basis. The wastewater recycling market globally

is poised to grow significantly driven by industrial demand on back of stringent regulations. Industry growth tail-
winds and reasonable valuation offers opportunities to capture the upside. We thereby assign “Subscribe” rating to
the IPO.
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Concord Enviro Systems Ltd.
Holding (%) Issue Structure (Rs. Mn) Floor Cap
Shareholding Pattern
Pre Issue Post Issue* Net Offer 4,836 5,003
Promoters & Promoter Group 60.9 51.4 QIB Portion (50% of Offer) 2,418 2,502
Others/Public 39.1 48.6 Non Institutional portion (15% of Offer) 725 750
Total 100.0 100.0 Retail portion (35% of Offer) 1,693 1,751
* At upper price band
o -
Selling Shareholders Type % of Total Shareholding Key Financial Summary (Rs. Mn) FY22 FY23 FY24
Pre Issue Post Issue
AF Holdings Investor 39.1% 14.1% Revenue 3,294 3,432 4,969
Prayas Goel Promoter 28.0% 23.9% EBITDA 535 430 690
Prerak Goel Promoter 17.6% 14.8% EBITDA margin (%) 16.2 12.5 13.9
Pushpa Goel Promoter Group 9.1% 7.6% Adj. PAT 165 55 414
Nidhi Goel Promoter Group 3.1% 2.6% Adj. PAT margin (%) 5.0 16 8.3
Namrata Goel Promoter Group 2.9% 2.4% EPS (Adj for issue) 8.0 2.7 20.0
Source: RHP Page 2




Concord Enviro Systems Ltd.

Financials vs Peers

I FY22-24
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Particulars Market Cap | Revenue EV/EBITDA
(Rs Bn) CAGR EBITDA CAGR | PAT CAGR (x)
Concord Enviro Systems Limited 145 22.8% 13.6% 64.2% 12.8% 9.6% 22.3 35.0
Listed Peers

Praj Industries Limited 148 21.6% 38.5% 37.2% 22.2% 27.0% 23.2 35.0
ION Exchange (India) Limited 104 22.0% 12.8% 9.7% 19.3% 23.5% 21.8 36.5
Triveni Engineering & Industries Limited 103 10.3% -0.7% -4.2% 13.6% 17.6% 9.6 16.0
Va Tech Wabag Limited 104 -2.1% 25.1% 36.3% 14.0% 17.0% 11.6 15.7
Thermax Limited 564 23.3% 38.7% 38.6% 12.9% 16.2% 52.2 91.6

Average 23.7 39.0

Industry

Pharmaceuticals

Industry Application

Application

UF/ MBR

Applicable Solutions

RO

NF

WHE

and Chemicals Reuse of combined effluent and ZLD 4 v v
Distilleries Anaerobic digestion and reuse of spent wash 4 v v
Desalination Sea water desalination for onshore and offshore applications 4 v

Textile Effluent treatment, recycle and salt brine recovery v v v v
Food and Beverage |[Reuse of combined effluents and ZLD 4

Defence Seawater desalination and mobile systems for water purification 4

Leachate Leachate concentration 4

Source: RHP Page 3
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Strengths:

Expertise in ZLD technology in India and well placed to harness global industry opportunities: They
are present across the value chain be it design, components manufacturing, installation and commis-
sioning, O&M including digitalization solution including loT technology for analysis of customer data.
They are also one of the major Indian manufacturers of offshore desalination systems. As an integrat-
ed water treatment systems and plant provider coupled with O&M service offerings, they are well
positioned to capitalize on opportunities in water reuse and ZLD markets in India and globally.

Integrated solutions provider supported by backward integrated manufacturing facilities: They de-
sign, manufacture, install, operate and maintain industrial wastewater reuse and ZLD solutions. They
have inhouse membrane manufacturing capabilities which not only reduces their costs through back-
ward integration but also enables them to develop and manufacture specific membranes as per cus-
tomers and their particular industry’s needs.

Established presence in international markets: They have established presence in international mar-
ket which contributed 23% of their consolidated revenue in FY22. As on August 31, 2024, their reach
has grown across diverse regions, with exports extending to countries in North America, Latin Ameri-
ca, Africa, and Southeast Asia. This is reflected in Export revenue which has grown at a CAGR of
67.41% over FY22-24 with contribution now expanding to 44% as on 31st August 2024 from 23% in
FY22. Their major international customers are Diageo Mexico Operaciones, S.A. De C.V. and AB Mau-
ri.

Focus on innovation supported by R&D and design capabilities: R&D is critical for the company to
be in line with changing trends in environmental compliance, sustainability, and industry develop-
ments. Accordingly, the company engages in R&D activities to develop new membranes for use in
particular industries, improve module design and new technology and systems. As of August 31,
2024, they had been awarded four patents in India and had filed nine additional patent applications.

Source: RHP
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Strategies:

= Add new capacity for the manufacture of membrane modules, WHE modules and containerised

plants: The global industrial wastewater recycling and reuse market is projected to grow at a CAGR of
8.3% to reach $120bn by CY28. To capitalize on this growth the company intends to add new capaci-
ty/assembly unit near its Sharjah, UAE facility to manufacture membrane modules, WHE modules and
containerized plants.

The product-wise capacity for the proposed facility is as under:

Type of Product Capacity

Membrane Modules 2,000 nos. per month
WHE Modules 50,000 sqg. mtrs. per year
Containerized Plants 36 Units per year

Expand into new sectors for wastewater reuse and zero liquid discharge: They aim to grow their in-
dustrial wastewater reuse business by adding new sectors with high water consumption such as pa-
per mills, refineries, common effluent treatment plants (“CETPs”), power plants solar panel manufac-
turing and cleaning and treated sewage plants. They also plan to increase the penetration of their ZLD
solutions across sectors and regions.

Expand presence in existing geographies and enter new markets: The company intend to expand
further in Latin America, Africa, Europe and Asia. Africa, EU and the Middle East have relative less wa-
ter availability, wastewater treatment opens up a huge opportunity for recycling and reuse of water.

Growing its new business initiatives of design and installation of Compressed Biogas (CBG) plants:
India's Compressed Biogas (CBG) sector is poised for significant growth as the government intensifies
efforts to reduce reliance on imported fuels and enhance energy security. The company by leveraging
its expertise in anaerobic digestion technology has entered into agreement to design and Install CBG
plant. They intend to continue to leverage its technology, and partner with project consultants to
grow this business initiatives.

Source: RHP
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Key Risks:

Capacity Utilization: The company’s capacity utilization (over FY22/23/24) at its Vasai facility
(25.1%/38.0%/40.0%) and Sharjah facility (37.1%/11.4%/30.8%) was low, exposing the company to
high production cost, low profitability and reduced cashflows.

Technological development: If the company fails to develop or adopt new technologies for water
use and zero liquid discharge, it may affect demand for company’s products.

Commodity Inflation: Raw material purchased from overseas accounted for 56.7%/57.2%/53.3% of
total raw material purchased in FY22/23/24 respectively. Disruption in global supply chain could
impact the operations of the company. Furthermore, the company is also exposed to currency rate
fluctuation risk.

Legal Risks: There are 21 outstanding litigations against the company, its promoters, subsidiaries,
and certain directors amounting to ~Rs. 1,902mn (~34.0% of Net Worth). Settlement of cases not in
favor of the company could result in reputational damage and affect the financials of the company.

Working Hazards: The company’s operations expose its workers to various health and safety hazard
like dangerous gases, chemicals, asphyxiation, poisoning, etc. Failure to provide adequately safety
equipment could result in reputational damage and affect operations of the company.

International orders: The company derived 41.8% of its revenue from international orders exposing
it to currency rate fluctuation risk.

Source: RHP
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Concord Enviro Systems Ltd.
Revenue from Operations (Rs. Mn) Revenue by Segment
6,000 - 44.8% - 50.0% 100% -
4,969 - 45.0% 90% - 24.2% 27 6% 19.6%
- ° . (]
5,000 / - 40.0% 80%
- 0,
4,000 1 243 35.0% 70%
3,294 ’ - 30.0% 60%
3,000 - 25.0% 50%
- 20.0% 40%
2,000 - 15.0% 30%
1,000 n B 10.0% 20%
r 5.0% 10%
0 T T 0.0% 0%
Fy22 FY23 Fy24 FY22 FY23 FY24
W= Revenue from Operations YoY Growth B System and Plants ™ Sale of Consumbales Spare Parts O&M Services
Revenue by Industry Revenue by Geography
100% 100% A
90% - 90% A 22.5% 9
28.8% 25.1% D270 24.0%
i 1.6% 35.2%
80% 9
6 1 7% 80%
70% 70%
60% 60%
50% 50%
40% 40%
30% 30%
20% 20%
10% 10%
0% 0%
Fy22 Fy23 Fy24 FY22 FY23 FY24
B Pharma B Chemicals = F&B ¥ Leachate
. M Domestic International
Textiles Defence Government Others

Source: RHP Page 7



Concord Enviro Systems Ltd.

== INDSEC

W

Gross Profit (Rs. Mn) & Gross Profit Margin (%)

EBITDA (Rs. Mn) & EBITDA Margin (%)
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Concord Enviro Systems Ltd.
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Order Book (Rs. Mn)

Order Book mix by Segment
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Global water and wastewater treatment solution market by CapEx ($Bn)

Global water and wastewater treatment solutions market basis key regions ($Bn)
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Global industrial water & wastewater treatment solutions by application ($Bn)
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Concord Enviro Systems Ltd.
Global industrial water treatment solutions market by technologies ($Bn) Global industrial water & wastewater treatment solutions by application ($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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