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Recommendation Base Case Fair Value ‘ Bull Case Fair Value ‘ Time Horizon

Hold and add on dips of Rs.270.5 Rs.341 Rs.381 2-3 quarters

Industry
Waste management Rs.303.9
HDFC Scrip Code ANTONYWASTE
BSE Code 543254
NSE Code AWHCL
Bloomberg AWHCL IN
CMP July 19, 2022 303.9
Equity Capital (Rs Cr) 14.1
Face Value (Rs) 5
Equity Share O/S (Cr) 2.8
Market Cap (Rs Cr) 859
Book Value (Rs) 147
Avg. 52 Wk Volumes 350124
52 Week High 455.2
52 Week Low 234.8

Promoters

Institutions

Non Institutions

Total

&1

HDFCsec Retail research
stock rating meter

for dotails about tho ratings, rofor at 10 ond of 10 ropon

* Refer at the end for explanation on Risk Ratings

Fundamental Research Analyst
Nisha Sankhala
Nishaben.shankhala@hdfcsec.com

Our Take:

We had issued initiating coverage report on 19th January, 2022 and recommended Buy between Rs.330-336 & add more on dips of Rs.294
for the base case fair value of Rs.378 and for the bull case fair value of Rs.406 over the next two quarters (Link). The time frame for the
report ends on 19th July 2022. Although, there has been improvement in the business fundamentals, the stock has underperformed. We
feel that there is enormous long term opportunity in the Indian municipal solid waste management business and AWHCL being one of the
largest players with established track record in the industry remains in a sweet spot. The strong underlying fundamentals of the company
as well as attractive business scenario remains intact.

Going ahead, we would advise the long term investors to hold the stock for at least for next 2-3 quarters. We think investors can hold the
stock and can add on the dips of Rs.270.5 for the base case fair value of Rs.341 and for the bull case fair value of Rs.381 over the next two
quarters. However, risk averse investors can exit the stock as the time frame has expired and the stock is trading at near the average cost
price of Rs.313.5. We give here below the key updates post our initiation of the report and have revised earnings estimates.

Q4FY22 result update:

The company had reported strong overall Q4FY22 result. It reported core revenue growth of 22% YoY at Rs.146.4 Cr, while the total revenue
including core revenue plus contract & others rose by 39%/16% YoY/QoQ to Rs. 193Cr. The increase in core revenue was driven by an
increase in tonnage because of the addition of three new contracts in C&T and processing as well as improved activities in both commercial
and residential areas. Margins deteriorated by 110 bps YoY at 23.9% due to higher project expense. Lower finance and depreciation cost has
helped the bottom line growth of 63.5% YoY and 34% QoQ. The company has reported revenue from the Greater Noida bio-mining activity
for the first time in Q4FY22.

In FY22, the credit profile of the company has improved, resulting in a 460 bps reduction in average consolidated borrowing costs. Long
term rating of AWHCL now stands at CARE BBB; Stable and for Antony Lara Enviro Solutions Private Ltd (material subsidiary of the Company)
stands at CRISIL BBB+ / Stable. Net debt to equity as of March 31, 2022, was maintained at 0.2X and receivable period has also been steady.
The company has been witnessing 0.4 to 0.6x asset turnover ratio. Return on equity stands at 17.8% and return on capital stands at 16%.
The management expects to maintain the 20% kind of ROCE level. Further, they have guided that the margin will remain ~27% level
(however there could be ~100bps swing due to crude price fluctuation) and topline could grow at ~25-30% growth rate.
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New order: In May 2022, the company through its wholly owned subsidiary, bagged a five years C&T contract for two zones (Panchavati
and Satpur) in the city of Nashik. The project is expected to commence operations on or before September 30, 2022. Primarily, it is required
to handle 240 tons of waste per day. The contract value is about Rs.124 Cr.

Further, the management has informed that the company is open for new processing contracts as there is decent amount of tenders
coming in the market from municipalities in both waste processing and municipal solid waste collection and transportation segment.
AWHCL would like to focus on contract in newer municipal areas, while continuing the cluster based approach. The company has bid for five
more contracts with three of them are C&T and two are waste processing. It might take around 6 - 12 months to know the status and the
work flow of the same. As per management the sizes of C&T of each contract would be around 300 to 500 tons per day and waste
processing would be in the range of around 700 to 1000 tons per day. These are predominantly in the western part of the country as of
now.

Q1FY23 business update:

AWHCL has continued its strong growth trend in Q1FY23 as well reporting record high core operating revenues. Total operating revenue has
been up by 26% YoY. During the quarter, the company handled 1.05 mn tons, up 17.0% YoY. In its Collection & Transportation (C&T)
business, the company managed approximately 0.40 mn tons, an increase of 15.8% YoY while total tonnage processed at Waste Processing
stood at 0.65 million tons, an increase of 17.8% YoY. The sharp increase in the Waste Processing is a reflection of improving operations at its
bio-mining project at Greater Noida. The compost sales stood at 4,406 tons, down 9.2% YoY due to a delay in offtake by a client but up
32.0% QoQ because of seasonal factors. The company expects that it to be remedied in Q2FY23.

Financial Summary (Consolidated) (Rs.Cr)

[ | aaFv22 Q4FY21 YoY (%) Q3FY22 QoQ (%) FY20 FY21 FY22P FY23E FY24E

Revenue 192.8 138.3 394 165.8 16.3 450.5 465.1 648.4 781.4 906.2
EBITDA 46.0 34.2 34.5 36.2 27.1 125.6 114.6 148.2 192.1 222.0
RPAT 25.5 15.6 63.5 19.0 34.2 65.4 64.1 90.6 114.2 130.4
APAT 28.6 45.0 68.1 96.2 113.4
EPS 17.8 171 24.1 34.0 40.1
RoE 15.3 15.8 17.8 20.5 19.6
RoCE 20.1 13.9 15.8 18.4 18.6
P/E 17.1 17.7 12.6 8.9 7.6
P/BV 3.5 2.5 2.1 1.7 13

(Source: Company, HDFC sec)
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Risks & Concerns

Higher customer as well as geographical concentration

Substantial portion of the business is coming from small number of clients i.e. municipal authorities. Also the company follows cluster
based approach for acquiring projects to improve efficiency and profitability. Major contracts have been with agencies such as Municipal
Corporation of Greater Mumbai, Navi Mumbai Municipal Corporation, Thane Municipal Corporation, New Okhla Industrial Development
Authority, Nagpur Municipal Corporation, and Pimpri Chinchwad Municipal Corporation. All these bring great amount of client and
geographic concentration.

Change in Government rules or regulations

In India, municipal waste management services have been controlled by relevant municipal corporations. Municipalities have been
responsible for developing action plans for MSWM which has unstable budget allocation for MSW management. So any adverse change of
rule and regulations by them could hurt the business.

Besides there also certain other norms like pollution control rules, traffic norms, etc. that affects the business.

High receivables days from municipal authorities

The nature of the business is as such that it requires a significant amount of working capital. Average receivables form municipalities are
three months. The company has to purchase the new vehicles and materials every time at the starting of the project commencement,
which results in higher fixed costs.

Fuel price hikes could bring pressure on margins
Any major hike in fuel costs (16% of operating expenses) could impact the margins of the company although it has escalation clauses in
most contracts.

IT Search in Oct 2021

The search process was completed on October 15, 2021, aiming at verifying the claims of the vendors who provide subcontracting
activities to company’s Delhi operations. The company has provided all possible assistance to the officials and furnished all explanations,
information, and clarification as desired by them in this matter. The company has not heard further in the matter from the IT department.

Company Background:

Incorporated in Jan 2001, Antony Waste Handling Cell limited (AWHCL), is a part of Antony Group having diversified business interests
mainly in automotive body building and ancillary industries. AWHCL is one of the top five players with an established track record of more
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than two decades, providing full spectrum of Municipal Solid Waste (MSW) services which includes solid waste collection, transportation,
processing and disposal services across India, majorly catering to municipalities. The Company has pioneered both MSW Collection and
Transportation (C&T) business in the country. The company is also a key player in the landfill construction and management sector with
in-house expertise for construction and management of landfills. It focuses on the emerging waste management areas in India such as
waste to energy. During the journey of around two decades, the company has started the business with MSW C&T and built the way in
the solid waste management business, having worked with more than 23 Municipal Corporations. At Kanjurmarg, Mumbai the company
has the largest single location waste processing plant in Asia.

As on March 31, 2022, the company has undertaken more than 28 projects of which 20 are ongoing and revenue generating. The

company also has a fleet of 1221 vehicles for execution of the projects and has 8,611 full-time employees. The company also has a bio-
reactor landfill facility in Kanjurmarg, Mumbai.
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Close Price

HDFC Sec Retail Research Rating description

Green Rating stocks

This rating is given to stocks that represent large and established business having track record of decades and good reputation in the industry. They are industry leaders or have significant market share. They have multiple streams of cash flows and/or strong
balance sheet to withstand downturn in economic cycle. These stocks offer moderate returns and at the same time are unlikely to suffer severe drawdown in their stock prices. These stocks can be kept as a part of long term portfolio holding, if so desired. This
stocks offer low risk and lower reward and are suitable for beginners. They offer stability to the portfolio.

Yellow Rating stocks
This rating is given to stocks that have strong balance sheet and are from relatively stable industries which are likely to remain relevant for long time and unlikely to be affected much by economic or technological disruptions. These stocks have emerged stronger
over time but are yet to reach the level of green rating stocks. They offer medium risk, medium return opportunities. Some of these have the potential to attain green rating over time.

Red Rating stocks

This rating is given to emerging companies which are riskier than their established peers. Their share price tends to be volatile though they offer high growth potential. They are susceptible to severe downturn in their industry or in overall economy. Management of
these companies need to prove their mettle in handling cyclicality of their business. If they are successful in navigating challenges, the market rewards their shareholders with handsome gains; otherwise their stock prices can take a severe beating. Overall these
stocks offer high risk high return opportunities.
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Disclosure:

I, Nisha Sankhala, (MBA), authors and the names subscribed to this report, hereby certify that all of the views expressed in this research report accurately reflect our views about the subject issuer(s) or securities. HSL has no material adverse disciplinary history as on the date of
publication of this report. We also certify that no part of our compensation was, is, or will be directly or indirectly related to the specific recommendation(s) or view(s) in this report.

Research Analyst or her relative or HDFC Securities Ltd. have any financial interest in the subject company. Also Research Analyst or his relative or HDFC Securities Ltd. or its Associate may have beneficial ownership of 1% or more in the subject company at the end of the month
immediately preceding the date of publication of the Research Report. Further Research Analyst or her relative or HDFC Securities Ltd. or its associate does not have any material conflict of interest.

Any holding in stock — Yes

HDFC Securities Limited (HSL) is a SEBI Registered Research Analyst having registration no. INHO00002475.

Disclaimer: Digitally signed

This report has been prepared by HDFC Securities Ltd and is meant for sole use by the recipient and not for circulation. The information and opinions contained heN I‘SEIEJA‘BlEQN ari vadiat, b i inf ion obtained in good faith from sources believed to be
reliable. Such information has not been independently verified and no guaranty, representation of warranty, express or implied, is made as to its accuracy, completeness or correctness. All such i :orba |03N ﬁyAB bject to change without notice. This document is for
information purposes only. Descriptions of any company or companies or their securities mentioned herein are not intended to be complete and this document is npﬁ RJE)SOI;-E'EBHLA 'S ﬁAfRErSTHI:B‘anfIan offer, to buy or sell any securities or other financial
instruments.

This report is not directed to, or intended for display, downloading, printing, reproducing or for distribution to or use by, any person or entity who is a citizelor resident or located in - 1y IocS'HAwmﬂErAther jurisdiction where such distribution, publication,
reproduction, availability or use would be contrary to law or regulation or what would subject HSL or its affiliates to any registration or licensing requirement within duch jurisdiction.

If this report is inadvertently sent or has reached any person in such country, especially, United States of America, the same should be ignored and brought to the at§ntion of the sender. Tk s dsbum@at\eyu20=2r2q@7,.@®buted or published in whole or in part, directly
or indirectly, for any purposes or in any manner. KH A LA

Foreign currencies denominated securities, wherever mentioned, are subject to exchange rate fluctuations, which could have an adverse effect on their value or price, or the incone .erived from @%524@91,%@5)'r3i@s'ecurities such as ADRs, the values of which are
influenced by foreign currencies effectively assume currency risk.

It should not be considered to be taken as an offer to sell or a solicitation to buy any security. HSL may from time to time solicit from, or perform broking, or other services for, any company mentioned in this mail and/or its attachments.

HSL and its affiliated company(ies), their directors and employees may; (a) from time to time, have a long or short position in, and buy or sell the securities of the company(ies) mentioned herein or (b) be engaged in any other transaction involving such securities and earn
brokerage or other compensation or act as a market maker in the financial instruments of the company(ies) discussed herein or act as an advisor or lender/borrower to such company(ies) or may have any other potential conflict of interests with respect to any recommendation
and other related information and opinions.

HSL, its directors, analysts or employees do not take any responsibility, financial or otherwise, of the losses or the damages sustained due to the investments made or any action taken on basis of this report, including but not restricted to, fluctuation in the prices of shares and
bonds, changes in the currency rates, diminution in the NAVs, reduction in the dividend or income, etc.

HSL and other group companies, its directors, associates, employees may have various positions in any of the stocks, securities and financial instruments dealt in the report, or may make sell or purchase or other deals in these securities from time to time or may deal in other
securities of the companies / organizations described in this report.

HSL or its associates might have managed or co-managed public offering of securities for the subject company or might have been mandated by the subject company for any other assighment in the past twelve months.

HSL or its associates might have received any compensation from the companies mentioned in the report during the period preceding twelve months from t date of this report for services in respect of managing or co-managing public offerings, corporate finance, investment
banking or merchant banking, brokerage services or other advisory service in a merger or specific transaction in the normal course of business.

HSL or its analysts did not receive any compensation or other benefits from the companies mentioned in the report or third party in connection with preparation of the research report. Accordingly, neither HSL nor Research Analysts have any material conflict of interest at the
time of publication of this report. Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions. HSL may have issued other reports that are inconsistent with and reach different conclusion from the
information presented in this report.

Research entity has not been engaged in market making activity for the subject company. Research analyst has not served as an officer, director or employee of the subject company. We have not received any compensation/benefits from the subject company or third party in
connection with the Research Report.

HDFC securities Limited, | Think Techno Campus, Building - B, "Alpha", Office Floor 8, Near Kanjurmarg Station, Opp. Crompton Greaves, Kanjurmarg (East), Mumbai 400 042 Phone: (022) 3075 3400 Fax: (022) 2496 5066

Compliance Officer: Binkle R. Oza Email: complianceofficer@hdfcsec.com Phone: (022) 3045 3600

HDFC Securities Limited, SEBI Reg. No.: NSE, BSE, MSEI, MCX: INZ000186937; AMFI Reg. No. ARN: 13549; PFRDA Reg. No. POP: 11092018; IRDA Corporate Agent License No.: CA0062; SEBI Research Analyst Reg. No.: INH000002475; SEBI Investment Adviser Reg. No.:
INA000011538; CIN - U67120MH2000PLC152193

Mutual Funds Investments are subject to market risk. Please read the offer and scheme related documents carefully before investing.
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