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Continues to execute Share Price: $0.89 

Clean TeQ Water (ASX: CNQ) is a water technology company 
that develops and sells customised turn-key water treatment 
plants to customers globally. Its core platform technology, 
Clean-iX, operates on the continuous ion-exchange principle. 
Based off Clean-iX, CNQ has built a portfolio of patented 
innovative technologies that seeks to capitalise on a range of 
verticals with an estimated combined TAM of >US$45B.  

Continues to win contracts 

CNQ won two new contracts in 1Q FY22: 1) installation of a 
$3M HIROX plant for National Energy Services Reunited Corp 
(NASDAQ: NESR), an oilfield services provider in the Middle 
East and North Africa region, and 2) installation of a $1.6M 
EVAPX system at a processing facility in Australia.  

We are encouraged by the signing of the HIROX project as it 
marks the first application of CNQ’s HIROX technology in the 
Middle East. Once the plant is set up and running, we expect 
it to help NESR to achieve high water recovery. In turn, we 
believe this will result in NESR actively promoting HIROX to 
prospective customers in the Middle East region, which we 
expect to drive more contract wins in the near/medium term. 

On the EVAPX project, we think it underscores the increasing 
significance of EVAPX’s zero liquid discharge (ZLD) solution. 
Importantly, EVAPX is also energy efficient as the system can 
be powered and operated by waste heat energy and as such, 
results in a lower carbon footprint vs. conventional solutions. 
Given the push for sustainability and stricter environmental 
and discharge regulations, we anticipate more companies to 
transition towards ZLD. This should drive higher deployment 
of technologies like EVAPX in the coming years. 

As CNQ grows and continues to prove up their technologies, 
we think the nexus between pilots and large-scale projects 
will likely weaken, meaning lesser customers will require field 
pilots/testing. This could shorten CNQ’s sales cycle, which we 
expect to bring upside potential to its future cashflows. 

Valuation upgraded to $1.83 per share 

Based on our revised FY22e sales forecasts, we have re-run 
our relative valuation model, generating $1.83ps base case 
and $2.37ps bull case (previous: $1.65ps – 2.18ps). We have 
retained our target sales multiples for FY22e at 7.9x – 8.7x. 

Please refer to page 4 for details on share price catalysts and 
risks. 
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Sales momentum building 
New contract wins 

1Q FY22 saw CNQ landing two new contracts: 

- NESR HIROX contract – Installation of a $3M HIROX plant for National 
Energy Services Reunited Corp (NASDAQ: NESR), a large oilfield services 
provider in the Middle East and North Africa (MENA) region. We view this 
project as significant for CNQ as it marks the first application of its HIROX 
technology in MENA. Once the plant is set up and running, we expect it 
to help NESR to achieve high water recovery. In turn, this should result in 
NESR actively promoting HIROX to prospective customers in MENA, which 
we expect to underpin further contract wins over the near/medium term. 

- EVAPX contract – Installation of a $1.6M EVAPX system at a processing 
facility in Australia. We explained how CNQ’s technologies function in our 
initiation coverage including EVAPX. We believe this project underscores 
the increasing significance of EVAPX’s zero liquid discharge (ZLD) offering. 
Importantly, EVAPX is also energy efficient as the system can be powered 
and operated by waste heat energy and as such, results in a lower carbon 
footprint versus conventional solutions. Given the push for sustainability 
and stricter environmental and discharge regulations, we anticipate more 
companies to transition towards ZLD. This should drive an uplift in the 
deployment of technologies like EVAPX in the coming years.  

Revision to FY22e sales forecast 

We have revised sales forecast for FY22e to $8.6M base case and $10.6M bull 
case (previous: $7.4M – $9.5M). 

- Direct sales: We have added the two new contract values of $4.6M to our 
initial sales forecasts. This assumes both projects will become operational 
within FY22e.1 On our initial expected contract wins (4 for base case2 and 
6 for bull case), we have realised there is a possibility that not all of those 
expected large-scale projects will be completed within FY22e and as such, 
CNQ might not realise the full contract values for those projects in FY22e. 
To be conservative, we have discounted our initial direct sales by 40-50%. 
Taken altogether, our revised direct sales of water solutions for FY22e are 
$8.1M base case and $10.0M bull case. 

- Consumable sales: We have increased CNQ’s cumulative no. of contracts 
by factoring in its two new contract wins. If we retain the assumption that 
sales of consumables constitute 2% of overall contracts, we would derive 
$0.5M base case and $0.6M bull case. 

Valuation upgraded to $1.83 per share 

Based on our revised sales forecasts for FY22e, we have re-run our relative 
valuation model. This has generated $1.83ps base case and $2.37ps bull case 
(previous: $1.65ps – 2.18ps). We have retained our target sales multiples for 
FY22e at 7.9x – 8.7x (Figure 3). 

 

 

 

 

 
1 CNQ stated that its new EVAPX project is scheduled to become operational in 2Q CY22e (i.e., 4Q FY22e). 
2 We have assumed 3 wins from pilots’ conversion and 1 win from Townsville (see Figure 1). 

Momentum in contract wins 

continuing to build… 

https://static1.squarespace.com/static/5af533a312b13fb602fe7d7b/t/611cae2c45062a5c91fa3ef4/1629269552968/Clean+TeQ+Water+initiation+report+-+19+August+2021.pdf
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Figure 1: Expected contract wins for FY22e 

 

 

Sources: Pitt Street Research estimates 

 

Figure 2: Sales profile 

 

 

Sources: Pitt Street Research estimates 

 

Figure 3: Relative valuation summary 
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Catalysts 
We have identified the following near-term events as important facilitators of 
moving the current stock price towards our fair valuation range: 

- New contract wins; 

- Successful results from current pilot programs; 

- Contract win from Townsville City Council;  

- Commencement of new pilot-scale projects in existing and new markets;  

- Faster-than-expected commercialisation of Graphene Membrane.  

 

Risks 
We see the following as key risks to our investment thesis: 

- Uptake risk: There is a risk that CNQ may not able to gain traction in its 
target markets. There is no guarantee that CNQ will be able to secure a 
specific number of customer contracts and thereby generate revenues 
over the short, medium and long term. 

- Delay risk: Pilot programs could take longer than expected to complete. 
This could push back the timing of expected revenues and cashflows. 

- Commercial risk: There is no guarantee that the completion of pilot 
programs will lead to one or more large-scale projects. This risk can result 
in CNQ generating sales lower than our expectations. 

- Competition risk: There is the “what if” scenario where new and/or 
existing competitors coming up with a better and cheaper product that 
seeks to address the same market opportunity set as CNQ. If this risk 
materialises, it can hamper CNQ’s market share growth and margins. 

- Regulation risk: Demand for CNQ’s products is highly sensitive to changes 
in the global regulatory environment. Although regulation currently acts 
in favour of CNQ, any future changes could impact on the business both 
positively and negatively.   

- Funding risk: If one or more of the above risks eventuate, CNQ could take 
longer to reach the scale needed to generate internal cashflows to fund 
its operations. This means CNQ will need to tap the equity and/or debt 
markets for a capital raise. 
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Analysts’ qualifications 
Cheng Ge, lead analyst on this report, is an equity research analyst at Pitt 
Street Research. 

- Cheng obtained a B.Com in Finance and LL.B from University of New South 
Wales, in 2013. He also completed all three levels of the CFA Program. 

- Before joining Pitt Street Research, he worked for several financial 
services firms in Sydney, where his focus was on financial advice. 

- He joined Pitt Street Research in January 2020.  

 

Stuart Roberts has been covering the Life Sciences sector since 2002.  

- Stuart obtained a Master of Applied Finance and Investment from the 
Securities Institute of Australia in 2002. Previously, from the Securities 
Institute of Australia, he obtained a Certificate of Financial Markets (1994) 
and a Graduate Diploma in Finance and Investment (1999).  

- Stuart joined Southern Cross Equities as an equities analyst in April 2001. 
From February 2002 to July 2013, his research specialty at Southern Cross 
Equities and its acquirer, Bell Potter Securities, was Healthcare and 
Biotechnology. During this time, he covered a variety of established 
healthcare companies such as CSL, Cochlear and Resmed, as well as 
numerous emerging companies. Stuart was a Healthcare and 
Biotechnology analyst at Baillieu Holst from October 2013 to January 
2015. 

- After 15 months in 2015 and 2016 doing Investor Relations for two ASX 
listed cancer drug developers, Stuart founded NDF Research in May 2016 
to provide issuer-sponsored equity research on ASX-listed Life Science 
companies.  

- In July 2016, with Marc Kennis, Stuart co-founded Pitt Street Research Pty 
Ltd, which provides issuer-sponsored research on ASX-listed companies 
across the entire market, including Life Science companies. 
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626365615 (“Pitt Street Research”), an Authorised Representative (no: 1265112) of BR Securities Australia Pty Ltd. 
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Disclaimer 
Pitt Street Research provides this financial advice as an honest and reasonable opinion held at a point in time about 
an investment’s risk profile and merit and the information is provided by the Pitt Street Research in good faith. The 
views of the adviser(s) do not necessarily reflect the views of the AFS Licensee. Pitt Street Research has no obligation 
to update the opinion unless Pitt Street Research is currently contracted to provide such an updated opinion. Pitt 
Street Research does not warrant the accuracy of any information it sources from others. All statements as to future 
matters are not guaranteed to be accurate and any statements as to past performance do not represent future 
performance. 

Assessment of risk can be subjective. Portfolios of equity investments need to be well diversified and the risk 
appropriate for the investor. Equity investments in a listed or unlisted company yet to achieve a profit or with an equity 
value less than $50 million should collectively be a small component of an individual investor’s equity portfolio, with 
smaller individual investment sizes than otherwise. Investors are responsible for their own investment decisions, 
unless a contract stipulates otherwise. 

Pitt Street Research does not stand behind the capital value or performance of any investment. Subject to any terms 
implied by law and which cannot be excluded, Pitt Street Research shall not be liable for any errors, omissions, defects 
or misrepresentations in the information (including by reasons of negligence, negligent misstatement or otherwise) or 
for any loss or damage (whether direct or indirect) suffered by persons who use or rely on the information. If any law 
prohibits the exclusion of such liability, Pitt Street Research limits its liability to the re-supply of the Information, 
provided that such limitation is permitted by law and is fair and reasonable. 

 

General advice warning 
The Content has been prepared for general information purposes only and is not (and cannot be construed or relied 
upon as) personal advice nor as an offer to buy/sell/subscribe to any of the financial products mentioned herein. No 
investment objectives, financial circumstances or needs of any individual have been taken into consideration in the 
preparation of the Content. 

Financial products are complex, entail risk of loss, may rise and fall, and are impacted by a range of market and 
economic factors, and you should always obtain professional advice to ensure trading or investing in such products is 
suitable for your circumstances, and ensure you obtain, read and understand any applicable offer document. 
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Pitt Street Research has been commissioned to prepare the Content. From time to time, Pitt Street Research 
representatives or associates may hold interests, transact or hold directorships in, or perform paid services for, 
companies mentioned herein. Pitt Street Research and its associates, officers, directors and employees, may, from 
time to time hold securities in the companies referred to herein and may trade in those securities as principal, and in 
a manner which may be contrary to recommendations mentioned in this document. 

Pitt Street Research receives fees from the company referred to in this document, for research services and other 
financial services or advice we may provide to that company. The analyst has received assistance from the company 
in preparing this document. The company has provided the analyst with communication with senior management and 
information on the company and industry. As part of due diligence, the analyst has independently and critically 
reviewed the assistance and information provided by the company to form the opinions expressed in the report. 
Diligent care has been taken by the analyst to maintain an honest and fair objectivity in writing this report and making 
the recommendation. Where Pitt Street Research has been commissioned to prepare Content and receives fees for its 
preparation, please note that NO part of the fee, compensation or employee remuneration paid will either directly or 
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