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Company Summary

ADN Telecom (ADNTel) is a leading data and internet connectivity company offering internet
service, data service, corporate and private network services to local and international clients,
data center service, and IP telephony service using fiber, satellite and wireless solutions. The
company’s revenue breakdown for FY 2018 is provided below:

Service Mn BDT % of Revenue
Internet Service 774 8.4%
Data Service-IPVPN 428.5 46.6%
IP Telephony Service 17.9 1.9%
Telehouse and Hosting 0.4 0.0%
Bulk SMS-Digital Business 0.8 0.1%
Equipment Sales 5.8 0.6%
Total Local Service Revenue (less: VAT) 462.1 50.2%
Multiprotocol Label Switching (MPLS) 424.0 46.1%
International Private Leased Circuit (IPLC) 343 3.7%
Total Local Service Revenue 458.3 49.8%
Total Revenue 920.4 100.0%

The company commenced its commercial operation as a private limited company in 2003 and
was converted to a public limited company in 2012. As of June 2017, the company’s internet
bandwidth capacity was 2,390 Mbps with a capacity utilization of ~75% and network capacity was
12,366 Mbps with a capacity utilization of ~77%. Within 2020, the installed bandwidth and
network capacity is expected to rise up to 25,000 Mbps and 40,000 Mbps respectively, with an
expected capacity utilization of ~78% in both.

The chairman and also the founder of the company, Mr. Asif Mahmud, has experience of more
than 27 years in the IT, ICT, and Telecommunication sector. He is also the Managing Director of
SEAF Ventures Management. The management team is led by the Managing Director, Mr. Henry
Hilton, who is also the Managing Director of Managewell Communications Limited. Prior to joining
ADNTel, he worked for Cosmos Group, Heidelberg Cement Bangladesh Limited and Agni
Systems Limited. On the basis of the pre-IPO number of shares, the Chairman owns 27.64%, the
Managing Director owns 0.28%, other sponsor & directors own 43.42%, institutional investors
own 17.00% and individual investors own the reaming 11.66% shares of the company. Notably,
ADN Telecom has raised BDT 107.1 million and BDT 45.0 million through the private placements
in 2014 and 2017, respectively. ADN Telecom Limited has no subsidiary or holding company but
has an associate named MyTel Limited. The company establishes, operates and maintains
international gateway (IGW) services. Currently, ANDTel owns 40.0% shares of MyTel.

IPO Details

ADN Telecom Limited will raise BDT 570.0 million as IPO proceeds through the book building
method by offering ordinary shares. Proceeds from initial public offering (IPO) will be used for
developing infrastructure through BMRE, setting up Data Center and repayment of the loan. The
break down of the use of IPO proceeds is shown below:

Use of IPO Proceeds Mn BDT % of Proceed
BMRE for infrastructure development 326.7 57.3%
Data Center Setup 93.2 16.4%
Loan Payment 120.6 21.2%
Estimated IPO Expenses 29.5 5.2%
Total 570.0 100.0%
Key Points

o ADNTel has reported a top line CAGR of 16.4% from 2013 to 2018 with an average gross

profit margin of 42.3%. The bottom line CAGR was 18.6% with an average net profit
margin of 11.9%.

o Since ADNTel's ~43.0% revenue in 2016-17 was from two foreign customers, Singapore
Telecommunications Limited and Equant Network Systems Limited, it indicates a
significant dependency on these two companies, the management believes they can easily
diversify its customer bases as it has alliances with other major international carriers.

[ ADNTel procures secondary transmission capacity from Grameenphone Limited and
Bangladesh Telecommunication Company Limited, internet bandwidth from Managewell
Communication Limited, BD Link Communications Limited, and Bangladesh Submarine
Cable Company Limited, and fiber lease rent and transmission capacity from Summit
Communications Limited and Fiber@Home Limited.

[ ADNTel's alliances with leading global telecom operators such as SingTel, TATA
Communications and Orange Business Service and also with the Bharti Airtel and Srilanka
Telecom portrays its ability to provide end-to-end solutions, both domestically and
internationally.

o The bonus issuance of shares and new issuance of shares in the year 2017 resulted in a
substantial change in the debt to equity as it went down from 27% in FY 2016 to 6% in FY
2017. As a result, ADNTel’s financial risk also reduced.

[ At present, the number of internet subscribers in Bangladesh is around 90.5 million which
grew by almost 150 times in less than 10 years as the subscriber count was 0.6 million in
2009. However, the major share of almost 94% is held by mobile operators and only 5.7
million people are subscribed with the internet service providers. Currently, there are 499
internet service providers’ license holders in Bangladesh and with new licenses being
issued regularly, the sector is becoming highly competitive, compared to only 180 internet
service providers in 2005. Moreover, the growth of the mobile internet is the major threat
for internet service providers.

o The associate company, MyTel Limited, has incurred losses for the last few years.
However, ADNTel reported a profit of BDT 0.6 million from MyTel in FY18.

Comparable & Trading Multiples

Trailing P/E multiples of other listed comparable stocks in the IT sector are given below:

DSE Ticker Market Cap” TTM Earnings* P/E**
AAMRATECH 1,539.3 107.2 14.47x
AGNISYSL 1,289.9 73.8 18.28x
BDCOM 1,209.576 64.127 18.94x
DAFODILCOM 1,791.850 120.757 t 14.79x
ITC 4,526.262 126.956 35.76x

*In BDT Million **Collected form S&P Capital IQ

Post IPO No. of Shares (Mn)* -
Post-IPO Paid-up Capital (Mn BDT)* -

Pre-IPO Paid-up Capital (Mn BDT) 448.6
New Shares Issued (Mn)* -
IPO Proceeds (Mn BDT) 570.0
Face Value (BDT) 10.0
Market Lot* -
Free Float* -
Accounting Year End June
Auditor Syful Shamsul Alam & Co.
Issue Manager ICB Capital Management Ltd.
Income Statement

Mn BDT 2014 2015 2016 2017 2018
Revenue 513 617 757 829 920
Cost of Goods Sold (287) (376) (460) (482) (515)
Gross Profit 226 242 297 348 405
Operating Expenses (97) (134) (156) (171) (204)
Trading profit 129 108 141 176 201
Financial Expenses (4) 9) (10) (17) (15)
Other Income 2 2 1 1 4
Profit before provisions 126 101 132 160 191
Provisions (6) (5) (7) (8) (8)
Profit before income tax 120 96 125 152 182
Provision for income tax (60) (31) (37) (46) (63)
Profit after income tax 60 65 88 106 120
EPS 1.34** 1.44** 1.96** 2.36** 2.67**
Balance Sheet

Mn BDT 2014 2015 2016 2017 2018
Non-Current Assets 544 569 703 744 858
PP&E 536 560 692 734 847
Intangible Assets 0 2 1 1 1
Investment 8 7 9 9 10
Current Assets 378 382 366 496 571
Inventories 6 13 2 2 2
Accounts Receivable 125 182 210 239 331
Advances & Deposits 126 126 144 149 179
Cash & Cash Equivalent 122 61 9 106 58
Total Assets 923 950 1,069 1,241 1,429
Shareholders’ Equity 445 509 594 724 843
Share Capital 209 209 209 449 449
Share Premium 71 71 69 83 83
Retained Earnings 164 229 316 192 312
Non-Current Liabilities 270 252 241 226 223
Long Term Loan 197 165 133 93 64
Deferred Tax Liabilities 73 87 108 133 159
Current Liabilities 208 189 233 291 362
Trade & Other Payable 146 117 180 190 230

Long Term Loan-Current o7 20 23 33 a7

Portion

Short Term loan 27 38 14 23 25
Provisions - - - 8 9
Provision for Tax 8 15 16 37 61

Total Equity and Liabilities 923 950 1,069 1,241 1,429
Cash Flow Statement

Mn BDT 2014 2015 2016 2017 2018
Operating Activities 61 9 204 156 153
Investing Activities (130) 5 (174) (93) (177)
Financing Activities 58 (48) (32) 34 (23)
Net Cash Flow (10) (33) (2) 96 (47)
Ratios

2014 2015 2016 2017 2018
Gross Profit Margin 44% 39% 39% 42% 44%
Op. Profit margin 25% 17% 19% 21% 22%
Net Profit Margin 12% 10% 12% 13% 13%
Revenue Growth 19% 20% 23% 10% 1%
Gross Profit Growth 15% 7% 23% 17% 17%
Op. Profit Growth 10%  -16% 31% 25% 14%
NPAT growth 18% 7% 36% 21% 13%
Debt to Asset 27% 23% 16% 12% 9%
Net Debt to Equity 29% 32% 27% 6% 8%
Return on Asset 7% 7% 8% 9% 8%
Return on Equity 14% 13% 15% 15% 14%
Effective Tax Rate 50% 33% 30% 30% 34%

*cut-off-price is yet not determined
**pre-IPO number of shares
**year ending on June
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IMPORTANT DISCLOSURES

Analyst Certification: Each research analyst and research associate who authored this document and whose
name appears herein certifies that the recommendations and opinions expressed in the research report
accurately reflect their personal views about any and all of the securities or issuers discussed therein that are
within the coverage universe.

Disclaimer: Estimates and projections herein are our own and are based on assumptions that we believe to be
reasonable. Information presented herein, while obtained from sources we believe to be reliable, is not
guaranteed either as to accuracy or completeness. Neither the information nor any opinion expressed herein
constitutes a solicitation of the purchase or sale of any security. As it acts for public companies from time to time,
BRAC-EPL may have a relationship with the above mentioned company(s). This report is intended for distribution
in only those jurisdictions in which BRAC-EPL is registered and any distribution outside those jurisdictions is
strictly prohibited.

Compensation of Analysts: The compensation of research analysts is intended to reflect the value of the
services they provide to the clients of BRAC-EPL. As with most other employees, the compensation of research
analysts is impacted by the overall profitability of the firm, which may include revenues from corporate finance
activities of the firm's Corporate Finance department. However, Research analysts' compensation is not directly
related to specific corporate finance transaction.

General Risk Factors: BRAC-EPL will conduct a comprehensive risk assessment for each company under
coverage at the time of initiating research coverage and also revisit this assessment when subsequent update
reports are published or material company events occur. Following are some general risks that can impact future
operational and financial performance: (1) Industry fundamentals with respect to customer demand or product /
service pricing could change expected revenues and earnings; (2) Issues relating to major competitors or market
shares or new product expectations could change investor attitudes; (3) Unforeseen developments with respect
to the management, financial condition or accounting policies alter the prospective valuation; or (4) Interest rates,
currency or major segments of the economy could alter investor confidence and investment prospects.
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