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IPO Note BHARTI HEXACOM LIMITED

COMPANY OVERVIEW
Bharti Hexacom is a communications solutions provider offering consumer mobile services, fixed-

line telephone and broadband services to customers in the Rajasthan and the North East
telecommunication circles in India, which comprises the states of Arunachal Pradesh, Manipur,
Meghalaya, Mizoram, Nagaland and Tripura. It offer services under the brand ‘Airtel’. They have
a distinct strategy to premiumise portfolio by acquiring and retaining quality customers and
deliver an experience to them through their omnichannel approach and use of data science.

The company has a gamut of digital offerings to enhance customer engagement and
differentiated customised offerings through family and converged plans under Airtel Black
proposition, which has resulted in the continuous improvement of their revenue market share
during the last three Fiscals. As of December 31, 2023, they had invested X 206 billion in capital
expenditure in their future ready digital infrastructure.

The company was at number one position in the North East circle during the nine months ended
December 31, 2023 and Fiscals 2023 and 2022. They have been able to consistently increase
ARPU for mobile services from X 135 for Fiscal 2021 to X 155 for Fiscal 2022 to X 185 for Fiscal
2023 to X 197 for the nine months ended December 31, 2023. As of December 31, 2023, they
were present in 486 census towns and had an aggregate of 27.1 million customers across both
the circles. As of December 31, 2023, their distribution network comprised 616 distributors and
89,454 retail touchpoints. The Government of India through Telecommunications Consultants
India Limited (“TCIL”) owns 30% of the company’s outstanding equity share capital.

HIGHLIGHTS

1. Established Leadership and Large Customer Base in their area of operations
2. Presence in Markets with High Growth Potential

3. Strong parentage and established brand

4. Building a Future Ready Network

5. Extensive Distribution and Service Network

OBJECTS OF THE ISSUE

1. To carry out the Offer for Sale of up to 11,756,910 by the Selling Shareholders.

2. To achieve the benefits of listing the Equity Shares on the Stock Exchanges. The company will
not receive any proceeds from Offer for sale.

OUR VIEW

Incorporated in 1995, Bharti Hexacom Limited (BHL) provides fixed-line telephone and broadband
services to customers in Rajasthan and North East telecom circles in India. As of December 31, 2023,
the company had 19,144 thousand data customers, out of which 18,839 thousand were 4G and 5G
customers. Airtel owns 70% of BHL's outstanding equity share capital, as of the date of this Red
Herring Prospectus.

The offerings are primarily focused in state of Rajasthan and North East, a major part of business
remains concentrated in these areas. The company has high level of debts but the management claims
the situation is still comfortable. The company operates in a highly competitive space with giant
players like Reliance Jio Infocomm Limited, Vodafone Idea limited etc also having a very strong
foothold in the market.

The revenue CAGR for the period FY21-23 stood at about 19.56%. The company operated on an
EBITDA margin of 43.9% and PAT margin of 8.35% for year ended FY23. The number was 49.35% and
5.4% respectively for 9MFY24. Generating ROCE and ROE of 10.72% and 13.83% respectively for FY23.
The issue is priced at a P/BV of 6.45 based on its NAV of Rs. 88.32 as of Dec. 31, and is asking for a PE
multiple of 51.91x on the upper end of the price band and using diluted EPS for FY23 (X 10.98) and a
PE of 75.8x annualizing diluted EPS for 9MFY24 (X 5.64). The industry average is 40.27x.

The company prima facie looks overvalued and expensive. Looking at all the factors, risks,
opportunities and valuation, we have a neutral view for the company.
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Brief Financials

%

R TAIARR As at % in Million
December 31, 2023 FY 23 FY’22 FY 21
Total Income 54,208 67,192 54,940 47,043
Total Expenditure 27,374 37,933 35,912 35,499
EBITDA 25,764 28,884 18,985 11,373
Profit before Tax 6,223 7,338 18,411 (9,891)
Profit after Tax 2,818 5,492 16,746 (10,339)
E.P.S. (Diluted) 5.64%* 10.98 33.49 (20.68)
P/E (x) (Diluted) - 51.91 - -
RONW (%) 7.08* 13.83 46.87 54.45
* Not Annualised
PRICE CHART (@ X 570) (Retail Category)
LOT SIZE | Amount

26 14,820

52 29,640

78 44,460

104 59,280

130 74,100

156 88,920

182 103,740

208 118,560

234 133,380

260 148,200

286 163,020

312 177,840

338 192,660

HNI Payment Chart

Category No. of Shares Minimum Bid Lot Amount(Rs.)
Small HNI 364 207,480
Big HNI 1,768 1,007,760

Indicative Time Table

Tentative Events Indicative Dates

Finalisation of Basis of Allotment with the Designated Stock Exchange 08/04/2024
Initiation of refunds/unblocking ASBA Fund 10/04/2024
Credit of Equity Shares to demat accounts of Allottees 10/04/2024
Commencement of trading of the Equity Shares on the Stock Exchanges 12/04/2024

For more details, Please refer RHP,

(https://www.sebi.gov.in/filings/public-issues/mar-2024/bharti-hexacom-limited-rhp 82540.html)
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Disclaimer & Disclosures

SEBI Registration No. INH000000867

This report has been furnished to you for your general information only and should not be reproduced, re-circulated, published in any media, website or otherwise, in any form
or manner, in part or as a whole, without the express consent in writing of Sushil Financial Services Private Limited. This Research Report is meant solely for use by the original
recipient to whom it is sent and is not for circulation. Any unauthorized use, disclosure or public dissemination or copying of information (either whole or partial) contained
herein is prohibited.

This Report does not constitute a personal recommendation or take into account the particular investment objectives, financial situations, or needs of individual clients. The
recommendations, if any, made herein are expression of views and/or opinions and should not be deemed or construed to be neither advice/offer for the purpose of purchase
or sale of any securities mentioned herein. Past performance is not a guide for future performance, future returns are not guaranteed. Opinions expressed herein are subject to
change without notice. Investor should rely on information/data arising out of their own investigations. The Sushil Equity Universe is marked as # and the fundamental reports
are marked as ##.

Investors are advised to seek independent professional advice and arrive at an informed trading/investment decision before executing any trades or making any investments.
The price and value of the investments referred to in this material and the income from them may go down as well as up, and investor may realize losses on any investments.
This Report has been prepared on the basis of publicly available information, internally developed data and other sources believed by us to be reliable. A graph of daily closing
prices of securities is available at www.nseindia.com, www.bseindia.com Research Analyst views on Subject Company may vary based on Fundamental and Technical Research.
Sushil Financial Services Private Limited or its directors, employees, affiliates or representatives do not assume any responsibility for, or warrant the accuracy, completeness,
adequacy and reliability of such information / opinions / views. None of the directors, employees, affiliates or representatives of company shall be liable for any direct, indirect,
special, incidental, consequential, punitive or exemplary damages/loss etc whatsoever from the information/opinions/views contained in this Report and investors are
requested to use the information contained at their risk

Sushil Financial Services Private Limited (SFSPL) and its connected companies, and their respective Directors, Officers and employees or their relative, may have a long or short
position in the subject companies mentioned in the report and it may not be construed as potential conflict of interest with respect to any recommendation and related
information and opinions. Reports based on technical and derivative analysis centre on studying charts company’s price movement, outstanding positions and trading volume, as
opposed to focusing on a company’s fundamentals and, as such, may not match with a report on a company’s fundamental analysis. SFPSL has different business
segments/Divisions with independent research and maintains arm’s length distance catering to different set of customers having various objectives, risk profiles, investment
horizon, etc. and therefore may at times have different contrary views on stocks sector and markets. Research Report may differ between SFSPL’s RAs on account of differences
in research methodology, personal judgment and difference in time horizons for which recommendations are made. User should keep this risk in mind and not hold - SFSPL, its
employees and associates responsible for any losses, damages of any type whatsoever.

This Report is not intended to be a complete statement or summary of the securities, market or developments referred to in this document. SFSPL or its affiliates or employees
are under no obligation to update the information. SFSPL or its affiliates or employees shall not be in any way responsible and liable for any loss or damage that may arise to any
person from any inadvertent error in the information contained in this report.

SFSPL or its affiliates and/or its employees/its associates or his relative does not have financial interest in the subject companies. SFSPL or its affiliates and/ or its employees/its
associates or his relative may or may not have beneficial ownership of one per cent or more securities of the subject company, at the end of the month immediately preceding
the date of publication of the research report. SFSPL/its Associates/ Research Analyst have not received any compensation from the subject company in the past twelve months.
Further the subject company is/was not a client during twelve months preceding the date of distribution of the research report and the types of services provided. SFSPL or its
research analyst has not served as an officer, director or employee of the subject company. SFSPL or its affiliates and/or its research analysts have not been engaged in market
making activity for the subject company. SFSPL or its associates or its Research Analyst have not received any compensation or other benefits from the subject companies or
third party in connection with the research report. SFSPL/its Associates/ Research Analyst/ his Relatives not have any other material conflict of interest at the time of publication
of the research report.

SFSPL/its Associates/ Research Analyst have not managed or co-managed public offering of securities, have not received compensation for investment banking or merchant
banking or brokerage services, have not received any compensation for product or services other than investment banking or merchant banking or brokerage services from the
subject companies in the last twelve months. There is no material disciplinary action that been taken by any regulatory authority impacting equity research analysis activities.

Research Disclaimer: Registration granted by SEBI and certification from NISM in no way guarantee performance of the intermediary or provide any assurance of returns to
investors. Investment in securities market are subject to market risks. Read all the related documents carefully before investing.

https://www.sushilfinance.com/Disclamier/research
https://bit.ly/3VbgbvL
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